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THE PLAN

A Plan will help you:

▪ Move ideas from your head to paper in an organized, clear, 

convincing manner.

▪ Avoid the most common 

mistakes
▪ Keep your focus on key points





INTRODUCTION

Planning is your map to success in the business world. 

You need to write a business plan if you are:

 starting or buying a business

 financing or refinancing your business

 • raising debt or equity capital



INTRODUCTION

THE PLAN helps you find hidden

business flaws and makes you think

carefully about each phase of your

business.



INTRODUCTION

It is important that you write 
your business plan. 

Why? 
You will gain in-depth knowledge about your business 

which will make it easier to answer lenders’ questions. 
The process of writing your business plan will clarify 
what is involved in making your business work 
successfully.



Resources Available to Assist:

Baltimore Source Link: www.baltimoresourcelink.com

Baltimore Sizeup: SizeUp Baltimore - Baltimore SourceLink

SBA: www.sba.gov

BCAN: https://baltimorecreates.org

SCORE: www.SCORE.org

IBISworld: https://www.ibisworld.com/

Dun & Bradstreet: Dun & Bradstreet - Accelerate Growth and 
Improve Business Performance (dnb.com)

http://www.baltimoresourcelink.com/
https://www.baltimoresourcelink.com/si/
http://www.sba.gov/
https://baltimorecreates.org/
http://www.score.org/
https://www.ibisworld.com/
https://www.dnb.com/




Business Loan Basics

 ASK YOURSELF THESE QUESTIONS:

 • How much money do I need? _________________________________

 • What type of lender do I need? (bank, state or federal agency, venture

 capitalist firm, or other investor) ________________________________

 • What is the lender’s minimum and maximum loan size? ___________

 • Can the lender meet my present and future needs? _______________

 • What types of businesses will the lender finance? ________________

 • What collateral does the lender accept? ________________________



Business Loan Basics

 LENDERS USE THE EIGHT “C’s” RULE:

 1. Credit (must be good)

 2. Capacity (ability to repay)

 3. Capital (money going into the business)

 4. Collateral (your assets that secure the loan)

 5. Character (you)

 6. Conditions (economy, finances, anything that affects 
your business)

 7. Commitment (your ability and willingness to succeed)

 8. Cash Flow (can it support the business’ debt and 
expenses?)



Business Loan Basics

 BASIC QUESTIONS A LENDER WILL ASK YOU:

 • How much money do you want? _________________

 • How much are you investing in the business? _______

 • How will the loan be used? _____________________ 

 • How long do you need to repay the loan? __________

 • How will the loan be repaid? ____________________

 • What collateral do you have to offer? _____________



Business Loan Basics

 BEFORE MEETING WITH A LENDER:

 Call to find out the rules for their business loans.

 Make sure the lender is looking for loans of your size and 
type.

 Ask for a loan application.

 Make an appointment.

 Rehearse your presentation.

 Remember, the lender is like a customer. You have to 
convince the

 lender that your business has merit.



Business Plan Outline

i. Executive Summary

ii. Business Description

iii. Managers and Employees

iv. Operations and Location

v. Marketing

vi. Buying a business

vii. Buying a Franchise

viii. Loan Request



Financial Statements

I. Personal Financial Statement

II. Balance Sheet

III. Income Statement

IV. Cash Flow Statement

I. Ratios

II. Formulas

III. Apendix



EXECUTIVE SUMMARY

 The Executive Summary 
(your Cover Letter)

 briefly explains the rest of 
your business plan in about 
one or two pages.

 Page two is the Table of 
Contents. It shows the 
lender on which page each 
section can be found.

 The Executive Summary 
should include:

 the owners’ names and 
their credentials

 your products or services

 your market(s) and the 
competition

 the amount of money 
needed

 how the loan will be 
repaid

 how long you want the 
loan to last



Executive Summary



Business Description



Business Description



Business Description



Managers & Employees



Operation & Location



Marketing

 MARKETING has been defined as “the activity of 

presenting products or services to customers and 

potential customers which makes them eager to buy.”

 Especially in today’s crowded marketplace, where 

competition is fierce, savvy small business owners 

should never underestimate the power of smart 

marketing. 

 The right product or service at the right price is only 

the beginning. You must also identify your audience, 

promote your product and find the best distribution 

method.



Marketing

THE PRODUCT OF ALL YOUR HARD WORK

First and foremost, believe in the success potential of your 

product or service. Then think about things like:

• Benefits of your product. If you’re not clear on them, no 

one else will be.

• Research and development. Will you need it? If so, 

include detailed plans and costs in the APPENDIX.

• What licensing requirements, restrictions, registrations or 

regulations affect your business?

• What about legal issues? Are there patents, copyrights or 

trademarks to think about? What are the costs involved?



Marketing

 THE PRICE IS RIGHT

Determining just the right price for your product or service 

is a delicate matter. Keep in mind that:

• The price will be affected by the quality of your product, 

customer demand and the competition.

• The selling price must cover all your operating expenses

(materials, labor and overhead) and also include a margin

of profit. To determine what this is, you need to calculate

your breakeven point.



Marketing

PLAN TO PROMOTE, THEN PROMOTE YOUR PLAN

Your promotional plan will be implemented with several 

marketing tools. These days, a web site is paramount 

and a mobile website is critical.  In addition, there 

are a handful of proven methods for promoting your 

product, such as:



Advertising

 Advertising tells your target market about your 
product or service.

 But how do you approach it, with so many choices 
available? 

 Which publications are best? Is radio and TV 
advertising where you should be? 

 Researching web sites is a good place to start your 
advertising plan.

 Ask professional organizations for referrals when 
looking for designers and writers to help develop 
ads. Media buyers help you reach the biggest 
audience for your dollar. 

 When putting together your business plan, include 
advertising ideas, schedules and budgets in the 
APPENDIX.



Direct Marketing

Direct Marketing means contacting prospects by traditional 
mail, email or phone. 

 Take, for example, a nature camp company that wants 
to mail out brochures. 

 Buying a list of subscribers to an outdoor magazine 
seems smart. But measuring results is key. Say you mail 
5,000 postcards and get 100 responses. 

 That’s a 2% response level. Of those, how many turn 
into orders or become clients? 

 Keeping track of these things helps you determine which 
databases are best, and how much it costs to gain an 
order or client.



Public Relations

Public Relations (PR) is more than getting publicity.

It’s a great way to build an image or a brand identity.

Through your business activities, you influence the

attitudes of your audience. 

 For example, your company makes sun block, so you 

sponsor a sandcastle contest at the beach. In order to 

get publicity — media coverage at no cost to you — you 

send press releases with pertinent information well in 

advance to area news-papers, radio and TV stations.



Promotional/Sales Material

 Promotional/Sales Material rounds out the marketing 

picture. Items like:

 a logo 

 a catalog, 

 a price list, 

 and business cards 

can position you as a polished marketer, helping the sales 

process go more smoothly. Think about what promotional 

materials you’ll need and what they’ll cost. Include 

samples, costs and ideas in the business plan APPENDIX.



Trade Shows

 Trade Shows can be a great way to get your product in 

front of people, to get leads and take orders. 

 Shows can be a great place for your sales force to meet 

your customers in person. 

 In addition, it’s a chance for you to talk with others in 

your industry and share information. 

Many times, trade associations are present at shows, 

presenting an opportunity for you to gain valuable insights.



Marketing

 FULL SALES AHEAD

 Who will sell your products?

 Can you do it yourself or will you require a sales 

staff, reps, agents, brokers or wholesalers?

 Think carefully about their compensation — will 

they work for a salary, commission, or both? 

Include sales expenses in the APPENDIX.



MARKETING

KNOW YOUR CUSTOMERS

• It is crucial to figure out who is most likely to use your 
product

or service. These important group or groups are your 
market or markets.

• In most cases, slicing your market into smaller groups (called 
segments) is helpful in targeting them. For example, if your 
product is gourmet dog biscuits and you want to do a 
postcard mailing, you would naturally want to narrow your 
mailing list down to dog owners.

• How do you get started gathering customer and marketing 
data? There’s a wealth of knowledge on web sites, through 
case studies, in magazines, newspapers, reference books, 
trade journals and government statistics.



MARKETING

 QUESTIONS TO ASK YOURSELF

• Where are your customers — local, regional, national

or international?

• What’s the size or your target market? Is it small (ballet

students in Des Moines, Iowa) or large (new parents

across America)?

• When will your product be used — daily, weekly,

monthly? Is there a peak season or will demand be

steady?



MARKETING

 If you’re targeting consumers, what are the demographic

similarities? Think about age, income, gender, education,

type of residence, marital status, profession, lifestyle,

hobbies and size of household.

 If you’re targeting businesses, what size are you targeting?

Know their annual sales, the number of employees and

the number of locations. Be sure to identify the decision

maker in the business. For example, if you’re sending

a letter to physicians, you should know that generally,

doctors only get the mail that makes it past the office

manager’s desk.



Marketing

YOU’VE GAINED A CUSTOMER. NOW WHAT?

• How will you get your product to the consumer? Consider the 
cost of product storage, packing material, handling and 
shipping.

• Will you accept credit cards? Determine (1) the cost of 
leasing or buying credit card equipment and (2) the 
percentage paid for credit card sales.

• Who will help customers with information requests, new 
orders, status inquiries and returns?

• Will you allow customers to pay you at a later date? What are 
your credit policies (for example, do you want invoices paid 
in 30 days)? What is your follow-up procedure for slow-
paying customers?



Marketing - Websites

WHY DO I NEED A WEB SITE?

These days, having a web site is like having a business card. 

Even a simple web site will:

• Act as a virtual storefront to sell your product or service

• Make your company more visible to a worldwide audience

• Position you as a resource for information

• Complement your other marketing efforts



Marketing – Your Competition

 DON’T 

UNDERESTIMATE THE 

POWER OF THE 

COMPETITION

 PUT IT ON PAPER



BUYING A BUSINESS

QUESTIONS THAT NEED ANSWERS:

• Why is the business for sale?

• What is the value of the business?

• What are the company’s products and services?

• Who started the business? What is the history of the business?

Where is it located and where are its customers located?

• Has the competition increased or changed (see page 15)?

• What sales and marketing plans have you seen? What are the

business’ sales trends? How will you increase sales?

• Will you hire new employees and managers or use the

existing staff?



LOAN REQUEST

HOW MUCH WILL YOU NEED?

You must invest of 25%-50% your own money.

Show how much and where your money will come from.

Also provide information about money coming from

investors. Show how much money you are requesting

from the lender.



LOAN REQUEST

HOW WILL THE MONEY BE USED?

Uses include inventory, furniture, fixtures, equipment, 

machines, repairs and improvements, and working 

capital (money for the business’ day-to-day activities). 

Your business’ income (and other money) must cover 

your expenses.



LOAN REQUEST

HOW LONG ARE YOU ASKING FOR REPAYMENT?

• Short Term (less than a year): Short-term loans are called Lines of
Credit (LOC) or Revolvers and work like a credit card, with a pre-
determined amount. Lines of credit are primarily used for working
capital and must

be paid in full within that year.

• Intermediate Term (1-10 years): Like a car loan, payments are
monthly. Use for buying the business, equipment, or for long-term
working capital.

• Long Term (10 years or more): Like a mortgage, used to buy
commercial real estate, commercial vehicles, and heavy
equipment.



LOAN REQUEST

HOW WILL THE LOAN BE REPAID?

The lender wants to see the 

loan repaid from the business’ 

income. If necessary, the 

lender needs to know that the 

loan could also be repaid by 

selling an asset or by a cash 

infusion from an investor.



Financials



Financials – What for these 

common financial problems:

 Limited capital

 Little or no record keeping

 Failure to seek outside help

 Poor management

 Reluctance to invest in the business

 Failure to personally guarantee the loan repayment



Financials

There are two ways to handle yourm

accounting - accrual or cash.

1. The cash method means you

don’t record a sale until you collect 

money, and you don’t record an 

expense until you pay for it.



2. The accrual method, the one

lenders want, means:

• Sales are made but payments are not 
immediately collected. Your customers 
pay later, which creates “accounts 
receivable.”

• Business purchases are made, but paid 
for later, creating “accounts payable.”

• Assets (like equipment) are depreciated 
over their lifetime. This is tax 
deductible.

• Net Income does not always mean cash 
since money is tied up in accounts 
receivable and inventory.



PERSONAL FINANCIAL 

STATEMENT



PERSONAL FINANCIAL 

STATEMENT



BALANCE SHEET



BALANCE SHEET



INCOME STATEMENT



INCOME STATEMENT



Cash Wants vs. Needs

People have WANTS,

Businesses have NEEDS



Cookie Jar Exercise

Cash on hand 

(in your pocket)

Plus cash in (from 

your cookie jar)

Minus cash out

= Ending cash 

(in your pocket)

Monday

0

10

-11

-1

Tuesday

-1

10

-12

-3

Wednesday

-3

10

-3

4

Thursday

4

10

-13

1

Friday

1

10

-12

-1



CASH FLOW STATEMENT



The Coffee Shop – Cash Flow Projection

START-UP April May June July August Sept Oct

TOTAL SALES 

From Coffee

From Food

From Misc.

TOTAL CASH IN FROM SALES

CASH OUT FOR GOODS

Food

Coffee

Supplies

TOTAL CASH OUT FOR GOODS

CASH OUT FOR OPERATIONS

Wages

Tax on wages

Rent

Electric

Telephone

Insurance

Licenses/Permits

Heat/Utilities

Accounting/Legal

Office Supplies

Repairs/Maintenance

TOTAL CASH OUT FOR OPERATIONS

Continued. . .



The Coffee Shop – Cash Flow Projection

Continued from previous slide START-UP April May June July August Sept Oct

NET CASH FROM OPERATIONS

OTHER CASH IN

Sales tax collected

Owner contributions

Loan from ____________________

TOTAL OTHER CASH IN

OTHER CASH OUT

Sales tax paid

TOTAL OTHER CASH OUT

NET CHANGE IN CASH

BEGINNING CASH

ENDING CASH BALANCE



The Napkin Test

Cash price of one candy bar $1.00 100%

Cash to purchase one candy bar 

from vendor
$0.60 60%

Cash from sales $0.40 40%

Gross cash margin percent 40%



The Napkin Test

If you want to take home $20,000, divide $20,000 by gross cash 

margin percent to discover how much you will need to sell in one year

$20,000

.40
= $50,000 in sales in one year

If you want to take home $20,000 plus hire two employees at $15,000 

each per year:

$50,000

.40
= $125,000 in sales in one year



The Napkin Test

$62,000

.40
= $155,000 in sales in one 

year in order to pay your 

rent, you, your employees, 

and the candy bars you will 

sell

If you want to have a business site that rents for, say, $1,000 per month 

including utilities:

$1000 x 12 months = $12,000 plus your $20,000 owner draw plus your 

employees at $30,000 = $62,000 cash out.



Pie Bakery

Let’s Start a Pie Bakery!

$9.50 selling price

-$3.00 cost

$6.50 / $9.50 = 0.68 or 68% =

GROSS PROFIT MARGIN



Pie Bakery

It will cost us $34,000 per year to operate our bakery.  This includes 

our owner draw of $16,000.

Breakeven = $34,000

.68
= $50,000 annual sales

How many pies is that per year?  Total sales of $50,000 divided by 

$9.50 per pie = 5,265 pies per year.

How many pies is that per week?  5,265 divided by 52 weeks = 

102 pies per week.

How many pies is that per day?  I only want to work 5 days a 

week.  102 pies per week divided by 5 days = 21 pies per day.



Pie Bakery – Sensitivity Analysis

Sensitivity Analysis is asking questions:

1. Can we really sell 21 pies per day?

2. Can we really make 21 pies per day?

3. What if there is a pie glut in the marketplace and the selling price 

of pies drops to $6?

4. What is we don’t sell 21 pies per day?  What can we do?

5. What if we decide that making 21 pies, 5 days per week, 52 

weeks per year doesn’t sound like a good time?

What if… what if…what if?



Cash Management Cycle

Pay Buy

Collect Sell

Accounts Payable (A/P)

Inventory

Accounts Receivable (A/R)






