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Executive summary 

_________________________________________________________________________________________

This executive summary section should be written in letter form and addressed to the reader. You might consider having the recipient sign a nondisclosure statement in which the reader agrees to refrain from revealing the plan’s contents or ideas to anyone else. A sample nondisclosure form is located in the Business Planning Workbook in the Resources Area.
Date
Recipient's Name, Title
Street Address
City, State  Zip Code
Dear __________:

1.1 Venture history. When and why was the company formed? What is the marketing history of the products and services? If your business is already operating, you will need to include additional information in the executive summary. Explain the history of your company, including when and why the company was formed. Include a marketing history of the company’s products and services. List the company’s annual sales and profits. Summarize the overall performance of the company.

InsertTextHere
1.2 Venture description. What business is your venture in, and what is the current stage of development? What is unique about the product/service, and what proprietary rights does the business have? In this part of the executive summary, describe the venture. Current stage of development may be start-up, initial operations, expansion, rapid growth, or stable operations. Promote what is unique about your product or service, including patents, licenses, royalties, distribution rights, franchise agreements, and the like.

InsertTextHere
1.3 Venture organization. What form of organization does the business operate under, and why? Who are the key management personnel, and what skills do they have to help the business? Who are the key support groups for your management team? Describe how the venture is organized. Forms of organization include proprietorship, partnership, limited partnership, or corporation (S corporation, regular corporation, or limited liability corporation). Include name, title, and brief qualifications of management personnel (complete resumes should be placed in the appendix). Key support groups for the management team may include accountants, attorneys, consultants, board of directors, advisory council members.

InsertTextHere
1.4 Venture market. What is the market like in terms of the industry, the customer, customer needs, product benefits, the venture’s target markets, and the market-penetration plan? Who are the major competitors, and what are their strengths and weaknesses? Give the reader an overview of the marketing plan. Provide a specific description of the market and the potential customers. Identify who the venture is going up against as direct competition. Be sure to use specific facts and figures from your market research.

InsertTextHere
1.5 Venture operations. How much money does the venture need for product development, marketing and operations? Highlight how much money is needed to grow the business and how it will be spent. Explain the operations of the venture in terms of how much cash is required to operate the business. Highlight how much cash is needed to grow this business and how it will be spent. 

InsertTextHere
1.6 Venture financing. What kind of financing will the company need? How will the money be paid back to investors? How much money has been invested in the business to date, and where did it come from? Clearly explain the needs for financing. Identify the sources from which cash will be obtained. List how much money the owner will invest, how much investment capital will be raised, and how much in loans will be required to operate the business. Include both debt and equity financing, methods to be used to pay back investors (stock, warrants, loan payments), and the return on investment for each financing method.

InsertTextHere
Respectfully sumitted,
Your Name, Title
Management and organization plan
Management team

2.1 What is the contribution of the entrepreneur? Who are the key management personnel, and what are their job descriptions and prior experiences? Provide a list of the key members, titles, and job descriptions of the management team members. List their experience, talents, training, and special expertise. Indicate that copies of resumes are included in the appendix. Key members might include the entrepreneur, chief executive officer, chief financial officer, chief operations officer, executive vice presidents. Descriptions should include key members’ job duties, such as buying functions, selling, quality assurance, marketing.

InsertTextHere
Compensation and ownership

2.2 What is the compensation package for the entrepreneur and the management team? What is the ownership, including any warrants or stock options that are owned by the entrepreneur and management team? Describe the compensation package for the entrepreneur and key members of the management team. List in chart form their salaries, benefits, bonuses, warrants, and stock options. Describe the ownership of the company and whether it is a corporation (S corporation, regular corporation, or limited liability corporation), partnership (limited or general), or sole proprietorship. Indicate if a fictitious business name is registered and being used.

InsertTextHere
Contracts and franchise agreements

2.5 What are the company’s management contracts, noncompete agreements, franchise, or other contractual agreements? Provide a list of all of the contracts for the members of the management team: employment, intellectual property, and partnership/incorporation. Include work contracts, noncompete agreements, franchise agreements, and other contractual agreements. Briefly describe each of the contracts and place copies of the contracts in the appendix. Sample contracts are included on the CD-ROM.
InsertTextHere
Board of directors/advisory council

2.3 Who will serve on the board of directors or advisory council? List in table form the board of directors and advisory council members, including names, titles, addresses, and phone numbers. List their potential contribution, salary, benefits, and any ownership in the company. Identify the officers who hold the positions of chairperson, vice chairperson, secretary, and treasurer. Highlight their qualifications that relate to the business.

InsertTextHere
Infrastructure

2.4 Who are key outside advisors, such as accountants, lawyers, or consultants, and what is their compensation package? List the key advisors including accountants, lawyers, bankers, and consultants. Consultant areas could include strategic alliances, computer technology, management, marketing, and specialists in product or service issues. Include in chart form the key advisor’s name, address, phone, and any compensation (salary, stocks, warrants), along with a brief description of his or her expertise.

InsertTextHere
Insurance

2.6 If you have a buy-sell agreement, who will be insured in terms of life-insurance policies on key personnel for which the company is the beneficiary? List the insurance policies for key personnel for which the company is the beneficiary. List the insurance company name, contact person, kind of insurance, and premium cost. Include such policies as life insurance, buy-sell agreements, disability insurance, director’s insurance. List product liability insurance in the product and service section. List other types of insurance, such as fire and theft, under operating and control systems.

InsertTextHere
Employee stock option plan and other incentives

2.7 What employee stock option or other incentive plans will be in effect?  Explain the incentive plan using performance goals tied to projected revenues. Define various incentive programs including special recognition awards, lump sum awards, bonuses, stock options, phantom stock, profit sharing, deferred compensation, commissions, and equity sharing. Summarize key points and place the documents in the appendix.

InsertTextHere
Organization charts

2.8 How is the company organized? Prepare an organizational chart showing how the company is organized by person and job title. If a person has not been hired, list job title. Include the number of employees that are in the company. (Depending on how Microsoft Word®  was installed on the computer, you can produce an organization chart by selecting Insert, Object and choosing Microsoft Organization Chart 2.0.)

InsertTextHere
Product and service plan
Purpose of the product or service

3.1 What is the purpose of the product or service? How does the prodcut benefit the customer? Does it solve a problem or address an opportunity; is it a luxury item or a needed item? Describe the purpose of the product or product mix in terms of the problem it will solve. Use meaningful adjectives that are to the point and easy to understand. Include a short list of the products or services provided by the company. Consider using categories of merchandise with percentages of sales to describe the product mix. Include testimonials, results from market surveys, focus studies, and the like.

InsertTextHere
Unique features

3.2 What are the unique features of the product, such as cost, design, quality, capabilities? Identify the unique features of the product. Describe each feature in terms of the benefit the customer receives or as a solution to the customer’s needs. Focus on the benefits or values the product or service creates. If the venture is a retail store, describe the unique features of the store, such as tenant finish, store design and layout, and quality of merchandise. Include any available photographs or drawings of the exterior and signage and the layout inside the store.

InsertTextHere
Stage of development

3.3 What is the history of product development, and which stage of development is the product currently in? Briefly explain the history of product development. Identify the current stage of development. Stages of development include model stage, working prototype, small production runs, full manufacturing/ production, other. Provide projected dates for achieving other stages of development. Identify the product life cycle stage (introduction, growth, maturity, decline) and determine the projected life of the product. Document how the product can be regularly improved to remain competitive.

InsertTextHere
Future research and development

3.4 What, if any, future research and development efforts will be required? Describe the future research and development efforts. Compare your efforts to how much money similar businesses in the industry devote to research and development. Project the resources needed for research and development including cash requirements, personnel, facilities, and the like.

InsertTextHere
Trademarks, patents, copyrights, licenses, royalties

3.5 What patents, trademarks, or copyrights have been obtained? What license or royalty agreements are associated with the product, and what plans are there for future agreements? List the patents, trademarks, and copyrights that have been obtained. Indicate any patent, trademark, or copyright application and status. Be specific about how all proprietary rights and intellectual property (trade secrets, for example) will be protected. Briefly summarize license or royalty agreements associated with the product and any plans for future agreements. Indicate any distribution rights that have been obtained or given away. Highlight agreements and put details in the appendix.

InsertTextHere
Government approvals

3.6 What governmental approvals are necessary, and what is the status of such approvals? Identify the governmental agencies that regulate businesses in your industry. List the necessary governmental approvals required by agencies at the federal, state, and local levels. Some examples of agencies providing governmental approvals include the FDA, EPA, FCC, USDA, OSHA, IRS, Secretary of State, State Department of Revenue and Taxation, Workers’ Compensation Division, health departments, planning and zoning commissions.

InsertTextHere
Product and service limitations

3.7 What are the inherent product limitations, if any? Provide an evaluation of the inherent product limitations. The banker/investor is going to be thinking about them and wants to know that you are, too. Examples include perishability, limited shelf life, installation needs, legal restrictions. For example, software applications have very limited shelf lives.

InsertTextHere
Product liability

3.8 What are the liabilities this product may pose? What are the insurance requirements and costs? Examine all possible liabilities this product may pose. List the insurance policies for protecting key personnel and the company. Include the insurance company name, contact person, kind of insurance, and premium cost.

InsertTextHere
Related services and spin-offs

3.9 What are the related services that will be provided, and how will they increase or enhance the profitability of the venture? What new product or service (spin-offs) could be developed to meet changing market needs in this industry or others? Describe the related services that will be provided. Examples of related services include installation, repairs, and refills. Determine spin-offs (products and services) that can be developed to meet changing market needs in your industry. Explain how you will be flexible in meeting rapidly changing trends and fashions. Remember, bankers and investors like concepts that have many future spin-offs with high growth potential.

InsertTextHere
Production

3.10 How much will be produced internally, and how much of the production will be subcontracted out? What are the costs and services involved with subcontracting? Who are the backup subcontractors; what are their costs, and who supplies the services? Describe the production process. Identify how much of the product will be produced internally and how much will be subcontracted out. List the costs of subcontracting by giving both percentages and dollar amounts of production costs. Include shipping, billing, inventory, stocking, and payment terms. List the company names and contact persons for backup subcontractors.

InsertTextHere
Facilities

3.11 What are the plans for facilities (manufacturing, office, retail)? What are the manufacturing plans, that is, the manufacturing facility, production capacity, and future capital-equipment needs? Describe the need for facilities. Outline manufacturing facilities, production capacity, and future capital required to build facilities. Place detailed information concerning these factors, along with a diagram of factory/store/office layout, in the appendix.

InsertTextHere
Suppliers

3.12 Who are the major raw material suppliers, and what are the significant purchasing contracts with them? Are there backup suppliers? List the suppliers and backup suppliers of major raw materials.

InsertTextHere
Environmental factors

3.13 What is the potential environmental impact of the product or service? What steps will the company take to protect the environment? What environmental agencies regulate the product or service? List any possible problems with manufacturing the product: waste disposal, pollution, noise control, and the like. List any efforts the company will take to recycle paper, metal, and plastics, and to remove asbestos from buildings. Regardless of the size of the company, show how you are socially responsible and environmentally conscious. Note any governmental agencies that regulate the product and service and how the regulations may effect the product or service.

InsertTextHere
Marketing plan
Industry profile
Current size

4.1 What is the current size of your industry? Describe the current size of the industry for this product or service. Determine the size of your industry at the national, regional, state, and local levels. Indicate the amount of dollars spent annually and/or units consumed annually in the industry. Cite the sources of information.

InsertTextHere
Growth potential
4.2 Is this a growth, stable, or declining industry? Document the growth of your industry and indicate if the industry is expanding, stable, or declining. Identify the life cycle stage of products in the industry: introduction, growth, maturity, or decline. Cite the sources of information.

InsertTextHere
Geographic locations

4.3 Is your industry located in a specific area of the country? Describe areas of the country where the industry is located. For example, the automotive industry is centered around Detroit and many furniture manufacturers are located in North Carolina. Indicate trends in distribution to different parts of the country and from urban centers to rural areas. Cite the sources of information.

InsertTextHere
Industry trends

4.4 What are the trends in the industry? What effect does technology have on the business? Predict the effect of technology on future trends. For example, the food industry is concentrating on low-fat, no-cholesterol products as a result of advances in biotechnology and cancer research. The internet is affecting virtually every industry. Cite the sources of information.

InsertTextHere
Seasonality factors

4.5 What are the special seasons in your industry? Indicate special seasons in your industry. For example, the clothing industry has four seasons: spring, summer, fall, and holidays. Many industries are affected by holiday buying patterns.

InsertTextHere
Profit characteristics

4.6 What are the profit characteristics for your industry? Report on the characteristics of your industry regarding average profit. For example, grocery stores have an average profit margin of 1 to 2 percent on sales. Refer to the gross margin that is standard in your industry. Cite the sources of information.

InsertTextHere
Distribution networks

4.7 What distribution networks currently exist to support the sale of your product or service? Describe the existing distribution networks through which your product or service can be sold. For example, grocery products can be sold through food brokers.

InsertTextHere
Basis of competition

4.8 What is the basis of competition for your industry? Explain how your industry competes on the basis of price, quality, promotion, service, or other factor. Cite the sources of information.

InsertTextHere
Competition profile

5.1 What is the profile of the competition? What is your competitive advantage? Prepare a competitive analysis chart and summarize key points. Compare how your product or service competes in the areas of price, quality, unique features, distribution system, marketing/advertising, geographic location, strengths/weaknesses, and market share. If the company is a start-up, describe how new enterprises are treated in your industry.

InsertTextHere
Customer profile

5.2 What is the profile of the intended customer? What are the reactions to the product from prospective customers? Describe the individual customer in terms of age, gender, profession, income, geographic location, and other demographics. Include customer psychographics—attitudes, values, belief systems, and social status. Describe business customers in terms of business type, SIC code, intended use, geographic location, and size of organization. List the reactions to the product from potential customers. Include any testimonials, results from market surveys, focus group studies, and the like.

InsertTextHere
Target market profile

4.9 What is the target market, size, and cost of market penetration? Identify the target market, describe the size of the target market, and list the costs of market penetration. Define the number of potential customers or potential dollar volume. Note that the target market might not be the end user, but your distribution channels instead. Prioritize this list with best markets listed first. In the appendix, provide a list of potential customers including the company name, address, telephone number, and contact person.

InsertTextHere
Pricing profile

5.3 What is the pricing structure? What are your policies on negotiating a price for large orders or on special price deals for penetrating the market? How is the pricing structure sensitive to the customer’s buying points? Outline the pricing structure. Provide a pricing sheet for customers showing purchase price, quantity discounts, shipping procedures, billing procedures, warranties/maintenance contracts. Describe introductory offers and quantity discounts. Defend pricing profile in terms of customers’ savings, competitors’ prices, prices of substitutes, complementary products, the market’s perceived values, and distributive network pressures. Explain how the pricing structure is sensitive to customer buying points.

InsertTextHere
Gross margin on products

5.4 What is the gross margin potential? What are the industry’s pricing policies? Do you differ? List in table form the prices of all products minus their direct costs. Include the gross margin percentage (margin/price). Use product categories if there are many products. Compare pricing policies and gross margin potential to traditional markups and discount structures in your industry.

InsertTextHere
Break-even analysis

5.5 What is the break-even point for your product? Using your business’s current fixed costs and sales figures, calculate your product’s current break-even point. The formula for the break-even point is: fixed costs / gross margin per unit

InsertTextHere
Market penetration

Distribution channels

6.1 What distribution channels will be used for selling the product or service to the end user? For distribution channels, list the name and address of the company, contact person, geographical area assigned, and a brief description of the distribution contract. Project costs of aisle displays, point-of-purchase displays, sales promotions, promotional allowances, calendars, catalogs, and the like.

InsertTextHere
Sales representatives

6.2 Will sales representatives be used as an approach for selling the product or service to the end user? For sales representatives, list how many representatives, their compensation package, and description of the contract. Project costs of price promotions, promotional allowances, catalogs, brochures, samples, and the like.

InsertTextHere
Direct-sales force

6.3 Will a direct-sales force be used for selling the product or service to the end user? For direct-sales force, list how many sales persons will be hired, their compensation package (salary plus bonuses, commissions, draw plus commissions), amount and type of training, and support staff members. Project costs of contests, bonuses, meetings, sales aids, displays, samples, training materials, catalogs, and brochures.

InsertTextHere
Direct mail/telemarketing

6.4 Will direct mail or telemarketing be used as an approach for selling the product or service to the end user? For direct mail, list the size of the mailing list, schedule, and estimated response rate. Include an example of the mailer in the appendix. Project costs of mailing list, print materials, brochures, assembly and postage. For telemarketing, indicate whether telemarketing will be conducted in-house or through a contractor. Project the costs and estimated response rate.

InsertTextHere
Advertising and promotion

6.5 What advertising/promotion media will be used for the distribution system and end users? Illustrate the advertising/promotion media to be used for the distribution system and the end user. Media should include press releases, talk shows, and promotions scheduled on radio and in newspapers. Include a specific media schedule with budgets and a sample of any advertising, if possible. For paid advertising, include the cost and projected response rate.

InsertTextHere
Packaging and labeling

6.6 What kind of packaging and labeling will be used? Describe the kinds and costs of packaging and labeling to be used. Identify the manufacturer. Explain how these enhance point-of-sale purchases and build brand loyalty. Determine if the packaging is environmentally sound. Include a sample or photo of packaging, if possible.

InsertTextHere
Service and warranties

6.7 What warranties and guarantees will be offered? Provide a brief description of the warranties and guarantees to be offered. Consider the industry standards for returns and service costs for your product. Include documents of a technical nature in the appendix.

InsertTextHere
Trade shows

6.8 What trade shows do you plan to use to exhibit your product? List the trade shows. Provide the name of the show, location, date, size of booth, cost to attend, the projected number of contacts, and other information. Make sure to include a plan to follow up with trade show prospects. List trade shows you plan to attend but not exhibit.

InsertTextHere
Future markets

6.9 What opportunities could occur in future markets? List the opportunities that could occur in future markets. Include market size, method of market penetration, projected date of entry, and approximate costs.

InsertTextHere
Operating and control systems
Administrative policies, procedures, and controls
Receiving orders
10.1 What administrative policies, procedures, and controls will be used for receiving orders? Explain how orders are processed after being received. Include a copy of the order form in the appendix. Describe what type of database will be created to keep track of customer information.

InsertTextHere
Billing the customers
10.2 What administrative policies, procedures, and controls will be used for billing the customers? Explain how billing procedures will be set up. Include the billing period, billing format, and the like. Consider placing a copy of billing correspondence in the appendix.

InsertTextHere
Paying the suppliers

10.3 What administrative policies, procedures, and controls will be used for paying the suppliers? Identify procedures for controlling due dates on bills. List accounting and bookkeeping controls that are needed in addition to paying the suppliers.

InsertTextHere
Collecting the accounts receivable

10.4 What administrative policies, procedures, and controls will be used for collecting the accounts receivable? Will you have a separate collection department? Use a collection agency? Use factoring? Choose whether to collect, have a separate collections department, or hire a collections service. Consider using a collection agency and factoring to increase cash flow and reduce bad debts.

InsertTextHere
Reporting to management

10.5 What administrative policies, procedures, and controls will be used for reporting to management? Explain the communication process for employees to report incidents to management. Describe the format and schedule to be used for management meetings, who will attend, and how often meetings will be held. List the types of reports to be used.

InsertTextHere
Staff development

10.6 What administrative policies, procedures, and controls will be used for staff development? Explain provisions for employee training, promotions, incentives. Choose among using outside consultants, providing in-house training, and inviting manufacturer representatives for training. List the bonus systems you will use to motivate staff.

InsertTextHere
Inventory control

10.7 What administrative policies, procedures, and controls will be used to control inventory? Briefly describe the system used to establish inventory control. Select whether the system will be manual or computerized. Identify at what point the use of technology will be cost-efficient to control inventory.

InsertTextHere
Handling warranties and returns

10.8 What administrative policies, procedures, and controls will be used for handling warranties and returns? Explain the process for handling warranties and how returns are to be documented for proper credit. Identify a system to handle customer complaints. Also, identify how feedback will be used to improve customer service and product development.

InsertTextHere
Monitoring the company budgets

10.9 What administrative policies, procedures, and controls will be used to monitor the company budgets? Explain how often budget information is updated for review. Set up budgetary controls for travel, phone usage, photocopies, supplies, car allowance.

InsertTextHere
Security systems

10.10 What administrative policies, procedures, and controls will be used for providing security for the business? Describe how you will protect customer lists and trade secrets. Describe the security available for the building and employees. Explain the procedures for protecting company files and backing up computer information. Include plans of action in case of emergency: fire, tornado.

InsertTextHere
Documents and paper flow

11.1 What will be the flow of information throughout the system? What documents are needed to prepare for a transaction? Diagram the flow of information throughout the system. List the documents needed to prepare for a transaction. Identify all the things that should happen to a transaction. Include examples of such forms as invoices, sales tickets, and charge documents in the appendix.

InsertTextHere
Planning chart

Product development

11.2 When will the product be ready to market? Identify when the product will be ready for market. List all the activities necessary to develop the product, the names of the persons responsible for each activity, and completion date. Outline the timing of events by month for a minimum of 12 months.

InsertTextHere
Manufacturing 

11.3 What is the production schedule? Provide the production schedule. List all the activities that make up the production schedule, the names of the persons responsible for each activity, and completion dates. Outline the timing of events by month for a minimum of 12 months.

InsertTextHere
Financial requirements

11.4 When will the money be needed? List what type of money is needed to finance the project, who will provide the money, and the date the money is needed. Consider listing the dates when payments will be made on financing, when dividends will be declared, and the like.

InsertTextHere
Marketing flow chart

11.5 When will the advertising be placed, brochures be developed, and the like? List when marketing activities will be carried out, the persons responsible for each activity, and the completion dates. Outline the timing of events by month for a minimum of 12 months.

InsertTextHere
Market penetration

11.6 What is the schedule for market penetration? List the activities for penetrating the market, who is responsible for each activity, and when each activity is to be completed. Outline the timing of events by month for a minimum of 12 months. Include when you will handle sales-force training, sales-calls schedules, selecting distributors, selecting manufacturers’ representatives, and any other pertinent information.

InsertTextHere
Management and infrastructure

11.7 When will the management team be hired and in what order? When will the infrastructure be used and for what period of time? List when management and infrastructure persons will be brought on board, who is responsible for hiring, and for what period of time.

InsertTextHere
Risk analysis 

11.8 What are the potential problems, risks, and other possible negative factors that the venture might face? Design innovative approaches to solve these problems: sales projections prove wrong, unfavorable industry development occurs, manufacturing costs become too high, competition destroys marketplace (price war ensues), needed labor is unavailable, supply deficiencies develop, needed capital is unavailable, government interference arises, product liability occurs, problems with management or personnel arise, product development takes longer than anticipated, union problems arise.

InsertTextHere
Salvaging assets

11.9 What could be salvaged or recovered if any of the above risks do materialize and make the venture unsuccessful? List what could be salvaged or recovered if any of the risk analysis events do materialize. Value the assets at what the banker/investor could sell them for within 30 days. Include patents, inventory, accounts receivable, equipment, office furniture, customer lists.

InsertTextHere
Growth plan
New offerings to market

11.10 What new products/services, store locations, distribution centers will the venture pursue in the future? What new marketplaces will each of the new products/services penetrate? What will be the projected revenues from the new products/services, store locations, and distribution centers for the next three to five years? List products/services, locations, distribution centers, and marketplaces that will be pursued in the future. Project revenues for three years. Include estimated potential costs. Use chart form or maps to describe new markets to be penetrated. Describe methods of market penetration based on growth.

InsertTextHere
Capital requirements

11.11 What are the financial requirements for pursuing the new products, store locations, and distribution centers? How will you raise the needed capital for future growth? List the estimated financial requirements for pursuing new products/services, store locations, and the like. Explain how you will raise the needed capital. Include capital equipment, buildings, inventory, advertising, and other pertinent information in your requirements list. Identify whether you will use debt or equity to raise the needed capital for future growth.

InsertTextHere
Personnel requirements

11.12 What management personnel will be needed to support the projected growth? List additional management personnel and other employees needed to support future growth. List job titles, brief job descriptions, salary, and benefits.

InsertTextHere
Exit strategy

11.13 How will the growth plan enable the owner or investors to obtain an exit? Explain in detail how the growth plan will enable the owner or investors to obtain an exit. Explain future plans for going public, merging with a public company, selling for cash, or other. Provide an exit plan for your investors that shows how they will get their cash back on their investment. If the venture is a family business, explain how the business will be distributed to the siblings.

InsertTextHere
Financial plan
Following are the assumptions on which the financial documents are based. Templates for Microsoft Excel spreadsheets of the financial documents are provided separately on the CD.

Assumptions
Sales
9.1 What are all the reasons why you believe your sales forecast is accurate? List the many, varied reasons for determining your sales forecast. Explain how you developed your sales forecast and the growth predicted in your sales forecast. Explain the variances between each of the months (for example, season, number of sales days in the month, heavy marketing, exposure, repeat business, expansion plans). Make your forecast believable. Defend your sales forecast by using facts and figures.

InsertTextHere
Accounts receivable

9.2 What effect will your collection practices have on accounts receivable? Select the method of time payments your customers will use and list your billing terms. Provide the total amount of credit you need to extend to your customers. Identify how much you can absorb in bad debts. List the percentage of bad debts you will need to absorb.

InsertTextHere
Inventory purchases

9.3 How did you formulate the estimated inventory you must have in order to reach sales projections? Explain how you formulated the estimated inventory you must have in order to meet sales projections. List the number of times you expect inventory to turn over in a year. If you manufacture your own inventory, itemize your costs in material, labor, and overhead.

InsertTextHere
Accounts payable

9.4 What method of time payment will be used for your inventory purchases? Explain how you intend to pay suppliers on time. Select the method of time payments to be used for inventory purchases (for example, COD, Net 30, 2/10/30). Provide the interest rate your suppliers are charging for carrying an account with them.
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Sales and marketing expenses

9.5 What are the assumptions you have made about each marketing expense? For each sales and marketing expense, list the criteria used to determine the expense. Defend the decision for each expense using facts and figures. Provide the factual reasons for determining each expense. Explain why you identified expenses as fixed, semifixed, or variable. Explain which costs can be controlled and which costs might be increased by providers. Explain monthly variances in expenses. Do not straight line expenses by estimating a yearly amount and then dividing by 12 for the monthly figure.
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General expenses

9.7 What are the assumptions you have made about each general expense? For each administrative expense, list the criteria used to determine the expense. Defend the decision for each expense using facts and figures. Provide the factual reasons for determining each expense. Explain why you identified expenses as fixed, semifixed, or variable. Explain which costs can be controlled and which costs might be increased by providers. Explain monthly variances in expenses. Do not straight line expenses by estimating a yearly amount and then dividing by 12 for the monthly figure.
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Administrative expenses

9.6 What are the assumptions you have made about each administrative expense? For each administrative expense, list the criteria used to determine the expense. Defend the decision for each expense using facts and figures. Provide the factual reasons for determining each expense. Explain why you identified expenses as fixed, semifixed, or variable. Explain which costs can be controlled and which costs might be increased by providers. Explain monthly variances in expenses. Do not straight line expenses by estimating a yearly amount and then dividing by 12 for the monthly figure.
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Capital expenditures

9.8 What assumptions have you made about each capital expenditure? What assumptions have you made about other start-up costs? List the costs incurred to start the venture that are not typically incurred on an ongoing basis (for example, fixtures, deposits, signage). Explain purchases of equipment, furniture, fixtures, leasehold improvements, buildings, and land. Note purchases of equipment that are needed after start-up for the remainder of the year. Explain lease versus purchase options, advantages of buying used equipment, and loan values.
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Depreciation/amortization

9.9 What will the depreciation be for each capital expenditure? Show the depreciation schedule for all capital expenditures. Consider the different depreciation values for equipment, furniture, fixtures, leasehold improvements, buildings, and land. Show the amortization schedule for start-up costs.
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Cash required

9.10 How much cash will be required to cover start-up costs and operations? Explain how much cash the business needs and from what sources the cash will be obtained. List how much money the owner will invest, how much investment capital will be raised, and how much in loans will be required to operate the business.
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Interest rates

9.11 What interest rates will you pay for cash borrowed and other financing? List rates on debt and principal reduction. Explain how interest charges are projected to change in the future as loans become secured with equity. Consider a line of credit and other options to save on interest charges.
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Income tax

12.1 What is the effective income tax rate for your business? List the effective income tax rate for your venture. Explain how you projected the amount of income tax you will pay. List any special tax incentives or breaks for your business. Discuss the tax advantages for the type of legal structure you selected (corporate, partnership, sole proprietorship, limited liability company).
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