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Introduction
A Business Plan consists primarily of two major sections. The first is a narrative section describing various aspects of your business such as a description of your business, management team, products or services offered, the market, competition, sales and marketing strategies, legal and environmental issues and an operational plan.  
The second section is the financial plan which is based on your research, assumptions and strategies developed in the narrative portion of the Business Plan.  This section of the plan converts your vision into financial results.  The financial plan is presented in the form of pro forma (projected) Balance Sheets, Profit & Loss Statements and Cash Flow Statements for a minimum of three (3) years.  All financial information is supported by written assumptions explaining how you developed your pro forma financial statements. 

The narrative portion of the Business Plan can be developed in any order that you like, except for the Executive Summary, which should be done last. Not all sections of the plan may be pertinent to your type of business so some topics may be omitted from the plan.  When you are finished writing your first draft, you’ll have a collection of small essays addressing various topics as outlined in the Business Plan’s Table of Contents.  Further Drafts will be necessary to hone the wording, concepts and assumptions in order to achieve a smooth-flowing narrative.

The real value of creating a business plan is not in having the finished product in hand.  The real   value lies in the process of researching, testing assumptions and strategies and thinking about your business in a very systematic way.  This process forces you to evaluate various courses of action   thoroughly, study and research if you are not sure of the facts, and look at your ideas critically, especially from a financial point of view.  The time invested now writing an effective Business Plan will help avoid costly or perhaps financially disastrous mistakes later.

The Business Plan that follows is a generic model designed to be suitable for a variety of businesses. As a result, you should feel free to modify this plan to suit your particular business. You should take a moment to review the document contained on this website entitled “Writing Business Plans Geared for the Audience”.  Suggestions are made for emphasizing certain information depending upon your type of business (manufacturing, retail, service, etc.) and how to effectively present your plan to investors 
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Executive Summary
Write this section last after completing the plan.  The primary purpose of the Executive Summary is to get the reader interested enough to want to read the rest of your plan.  This section sums up all other sections of your plan in a cohesive summary.
Company Description
What business is your venture in, and what is the current stage of development? Current stage of development may be start-up, initial operations, expansion, rapid growth, or stable operations. Briefly describe your business model. What is unique about the product/service, and what proprietary rights does the business have?  

InsertTextHere
Management & Organization
What form of organization does the business operate under? Who are the key management team members and what skills do they have to help the business? Who are the key support groups for your management team, including accountants, attorneys, consultants, board of directors, and advisory board members?

InsertTextHere
Market
What is the market like in terms of the industry, the customer, customer needs, product benefits, and company’s target markets? Who are the major competitors, and what are their strengths and weaknesses? What are your market penetration plans?  Include specific facts and figures from your market research.

InsertTextHere
Financial Plan

What will it cost to start this business?  What are the projections for sales and net profit?  How much cash will be needed to start and operate this business?
InsertTextHere
Financing Request

State how much is being requested, anticipated loan term, interest rate.  How will the loan proceeds be used, collateral being offered (business& personal), loan to collateral asset value calculation, 
A sample financing request may appear as follows:

To achieve the goals established for XYZ, LLC as outlined in our business plan, XYZ, LLC is requesting a loan in the amount of $300,000.  The funds will be used to finance various start-up costs and capital expenditures as outlined in the Detail Startup Source & Use of Funds Statement contained in Sections xxxxx of the Business Plan.

A ten-year amortization of the loan is requested with interest at 8% (refer to Section xxxxxx for Amortization Schedule).  Monthly loan principal and interest payments totaling $3,640 per month will be paid from XYZ’s positive cash flow.  Based on our Pro Forma Cash Flow Statements, more than adequate cash flow will be generated by the business to service the new loan through the projection period.

All unsecured business assets are available to collateralize the requested loan backed by the character, experience and personal guarantee of the owner, Mr. XXXXXXX.  A separate detail list of the assets offered as collateral along with their cost and appraised value is contained in the Appendix section of this Business Plan. 

In addition, Mr. XXXXXXX will make an initial equity investment equal to 20% of the loan being requested ($60,000) to start the business and provide initial working capital.

InsertTextHere
Business Description
Describe the Business 
What business will you be in, describe your industry, is it a growth or mature industry , seasonality of the industry, what are the distribution channels for products/services
InsertTextHere
Form & Ownership

What legal form has been selected? What are the major reasons for this selection? What is the state of incorporation (corporations) or organization (LLCs)? In which states will it be necessary to be authorized to do business? Some legal forms allow for special elections for tax purposes.  What, if any, tax treatment elections will you request?

Who will own the company & what percentage of ownership

InsertTextHere
Mission 
A brief statement explaining what is important to you in business, your guiding principals
InsertTextHere
Company Goals & Objectives 

Goals are destinations; Objectives are progress markers along the way to goal achievement   Or state the goal and the action plans necessary to achieve the goal
InsertTextHere
Customers 

State briefly to whom you will market your products/services?  Describe briefly here because this will be more thoroughly covered under the Marketing section.
InsertTextHere
Industry Trends 

Major current & future trends. What effect does technology have on the business?  Does demand exceed supply, any changes in production processes
InsertTextHere
Company Strengths 

Describe your most important company strengths & core competencies.  What factors will make your company succeed.  What are your major competitive strengths.  What experience, skills & strengths do you bring to the new company

InsertTextHere
Management & Organization Plan

Management Team
Who will manage the business on a day-to-day basis?  Who are the key management team members, and what are their job descriptions.  What experiences do they bring to the business?  Any special or distinctive competencies? What offices or titles, such as president or chief financial officer, will each hold? What experience and qualifications are desired for future management positions? When and how will these be filled? 

If you are seeking loans or investors, include resumes of owners & key employees.  Also consider a personal financial statement for the owner(s).

InsertTextHere
Organization Chart
If 10 or more employees, create an organizational chart showing the management hierarchy & who is responsible for key functions otherwise delete this section.
InsertTextHere
Owner & Key Management Compensation

What is the compensation package for the entrepreneur and other key management team members? What are their salaries, benefits, and bonuses? What portion of the business is owned by the entrepreneur and management team?

InsertTextHere
Professional & Advisory Support 

Who are the key advisers?  Include names and compensation of accountants, lawyers, bankers, and consultants. What expertise will they provide? Include strategic alliances, computer technology, management, marketing, and specialists in product or service issues. 

InsertTextHere
Products and/or Services

Describe Products/Services 
What is the purpose of the product/service? How does the product/service benefit the customer? Does it solve a problem or address an opportunity? What need does it meet in the marketplace? Is it a luxury item or a needed good?  What are the pricing, fee or leasing structures of your product/service?
InsertTextHere
Features & Benefits  
Features are what the product/service does or has.  Benefits are the reasons customers buy it.  What are the unique features of the product/service, such as cost, design, quality, and capabilities? What benefits does the customer receive?  What problem is solved for the customer?  Success results from selling to customers based on benefits customers are buying. What factors will give you a competitive advantage such as level of quality or unique/proprietary features
InsertTextHere
Stage of Development

What is the history of product/service development?  At what stage of development is the product/service (model stage, working prototype, small production runs, full manufacturing/ production, or other)? When do you plan to achieve other stages of development? At what life cycle stage is the product/service (conception, introduction, growth, maturity, innovation, or decline)? 

InsertTextHere
Product/Service Limitations
What are the inherent product/service limitations, if any? Include perish ability, limited shelf life, installation needs, legal restrictions, staff availability, or other relevant limitations.

InsertTextHere
Product/Service Liability

What are the liabilities this product/service may pose? What are the insurance requirements and costs? What other factors may reduce or eliminate product/service liability?

InsertTextHere
Related Products/Service and Spin-offs

What related products/services will be provided, and how will they increase or enhance the profitability of the venture? What new product/service (spin-offs) could be developed to meet changing market needs in this industry or others? 

InsertTextHere
Life Cycles/Seasonality

Any seasonality or life-cycles associated with the product/service?  If so, how will the company manage reductions in revenue?  Are there any additional products/services that can fill the void created by the life-cycle or seasonality?
InsertTextHere
Trademarks, Patents, Copyrights, Licenses, Royalties

How will you protect intellectual property?  What patents, trademarks, or copyrights have been obtained or which ones will be pursued? What license or royalty agreements are associated with the product/service, and what plans have been made for future agreements? What distribution rights have been obtained or given away? 

InsertTextHere
Government Approvals 

What governmental agencies regulate businesses in your industry? What governmental approvals are necessary, and what is the status of such approvals? Some examples of agencies providing governmental approvals include the MTDEQ,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
Market
Industry Profile
Current Size 
What is the current size of your industry for this product/service? What is the size of your industry at the national, regional, state, and local levels? How many dollars are spent annually and/or how many units are consumed annually in the industry? Cite the sources of information.

InsertTextHere
Current & Future Trends
What are the trends in the industry? What effect does technology have on the business? How is the Internet affecting your industry? Cite the sources of information.

InsertTextHere
Growth Potential
How much is the industry growing, stabilizing, or declining? Cite the sources of information. What is the average profit for businesses in the industry? Cite sources of information 
InsertTextHere
Distribution Channels
What distribution channels currently exist to support the sale of your product or service? Cite the sources of information.

InsertTextHere
Business Fit
Where does the business fit in the industry, does it target any current or future trends, any strategies to to take care of current/future trends? 

InsertTextHere
Target Market(s)
Target Market Profile 
A target market has been defined as "that group of customers with a set of common characteristics that distinguish them from other customers." Identify the "set of common characteristics" that will make those customers your target market

What target market will be selected?  How many potential customers and/or potential dollars are available in this market segment?  What is your share of the market?  What other markets, if any, will be targeted and at what stages of the business?  Note that the target market might be firms in the distribution channel instead of the end user.

InsertTextHere
Customer Profile 

What is the profile of the intended customer, including age, gender, profession, income, and geographic location? What attitudes, values, belief systems, and social status define this customer group?  For business customers, what is your customer’s business type, SIC and NAICS codes, intended use for the product/service, geographic location, and size of organization?

InsertTextHere
Future Markets
What opportunities could occur in future markets, including market size, method of market penetration, projected date of entry, and approximate costs?

InsertTextHere
Target Market Competitive Analysis

Competition
Direct Competition
Direct competition is a business offering the same product/service to the same market. What direct competition exists for your product/service?  What companies sell similar products/services to the same target market?  Cite the sources of information.

InsertTextHere
Indirect Competition
Indirect competition is a business offering the same product/service but to a different market or a business selling a different product/service that fills the same need as yours. What indirect competition exists for your product/service?  What companies sell different products/services that fill the same need as your product/service?  Cite the sources of information.

InsertTextHere
Future Competition
What future competition do you expect to have for your product/service?  Cite the sources of information.

InsertTextHere
Pricing Strategies Employed
Explain your method(s) for setting prices. Will you have average prices & compete on quality & service? Compare you prices with those of your competition. Are they higher, lower or the same? Why? How important is price as a competitive factor? Will customers make buying decisions mostly on price? Will your service & credit policies influence your customer to buy if your prices are above average prices?
InsertTextHere
Market Needs Fulfilled
Does your competition either meet or not meet customer needs? Is there a void in the market that is not being addressed? Do you see any future trends developing that will provide a opportunity to meet customer needs or is being ignored by competition?
InsertTextHere
Competitive Analysis Matrix 
Use the competitive analysis chart to compare your company with your two most important competitors.
InsertTextHere
Comparison to Target Market Competition 

Competitive Advantages 

What do you view as your competitive advantages as compared to the target market competitors?
InsertTextHere
Competitive Disadvantages 

What do you view as your competitive disadvantages as compared to the target market competitors?
InsertTextHere
Managing Competitive Disadvantages 

How will you manage the competitive disadvantages? Discuss a counter measure you will take for each disadvantage identified.
InsertTextHere
Differentiation from Competition 

What differentiates you from the competition? What will make customers want to buy your product/service? Why will you capture a share of the market from your competitors?
InsertTextHere
Target Market Potential 

What potential exists in the target market? A potential may be a void in the market which is not being addressed by the competition.
InsertTextHere
Capitalizing on Potential 

How will you capitalize on each Target Market Potential previously identified?
InsertTextHere
Pricing Policies & Strategies
What are your pricing policies, including volume pricing, avoiding price conflicts, and bundling products and services?

What are your short-term and long-term pricing strategies? Why have you selected these strategies?  What are the competitors’ pricing strategies? What pricing constraints and sensitivities exist for your product/service? 

InsertTextHere
Products/Services Price, Cost, Gross Margins

List price, cost & gross margins for major products/services. How does this compare to target market completion? Basic marketing strategy is to price within the range between “price ceiling” and the “price floor”.
The price ceiling is determined by the market. It is the highest cost a consumer will pay for a product/service and is based on perceived value. What is the competition charging? What is the quality of the product/service you are offering? What is the nature of the demand and what is the image you are projecting?
The price floor is the lowest amount at which you can offer a product/service and meet all of your costs and still make your desired profit. Consider all costs: manufacturing costs, variable expenses, office overhead, interest expense and tax expense. The price floor will also have to take into account your desired annual profit. In addition to paying your costs, the revenues of the business must generate a profit. 
A viable business operates between the price ceiling and price floor. The difference allows for discounts, bad debt, and returns. Justify your pricing schedule based on the above considerations.
Be specific as to how you arrived at your pricing structure and leave room for some flexibility.

InsertTextHere
Break-even Analysis

Using the Pro Forma Annual Profit & Loss Statement identify fixed & variable costs. Total the variable costs then divide them by total costs (COS +SGA+Other Costs) to arrive at what percent variable costs are of total costs.  Used the following formulas to calculate Break-even Sales:


PV = Profit Volume Ratio or Contribution Margin Ratio


VC = Total Variable Costs expressed as a % of total costs (FC$ + VC$)



FC = Total Fixed Costs expressed as total dollars


   S = Sales required to break-even


PV = 1 – VC%   Answer is expressed as a %.  Represents that part (%) of 


a sales dollar that is available to cover fixed costs.


  S = FC  ./. PV

Once the Break-even sales are calculated, you can then incorporate the following paragraph into the business plan:

Fixed costs during the first full year of operation, including salaries, rent, and insurance are estimated to be $xx,xxx.  Variable costs are estimated to be XX% of total annual costs.  Based on this estimated cost structure, annual break-even sales are estimated to be $xxx,xxx.
Sales & Marketing Strategy

Company Image
What is the image of your company?  How will you portray that image?  How will your image be noticed by potential customers (for example, how the phone is answered, what the invoices look like, the company’s involvement in civic organizations and causes)? 

InsertTextHere
Customer Service

What are your customer service strategies?  What policies will you establish for warranties and guarantees concerning your product/service?  What will be your policy for returns and service costs?

InsertTextHere
Location

Where will the business be located?  How will this site promote your business?  What are the demographics of the surrounding neighborhood?  How long do you plan to be at this location?

InsertTextHere
Direct Sales Force

Will an internal sales force be used for selling the product/service to the end user? How many sales persons will be hired?  What will a direct sales force cost (compensation package, training, support staff, contests, bonuses, meetings, sales aids, displays, samples, training materials, catalogs, and brochures)?

InsertTextHere
Sales Representatives

Will external sales representatives be used to sell the product/service to the end user?  How many representatives will be used?  What will be the cost of using sales representatives (compensation package, allowances, catalogs, brochures, and samples)?

InsertTextHere
Licensing or Distributors

To whom, if anyone, will you license your product/service?  What upfront, annual, and royalty fees will you charge?  What companies will be used to distribute your products/services? List the name and address of the distribution company, contact person, geographical area assigned, and a brief description of the distribution contract.

InsertTextHere
Advertising and Promotion

What advertising/promotion will be used for the distribution system and customers? What media will you use to promote your business?  What will the advertising/promotion cost?

InsertTextHere
Fall Back Strategy 

What is your action plan if the above strategies don’t work or competition counteracts?  Will you lower sales prices, target advertising differently, run more promotions, hire sales reps, etc.
InsertTextHere
Operational Plan

Production Facilities

Amount of space required, lease or purchase, initial remodeling costs, type of building, zoning, power requirements, other utilities, delivery accesses, store front requirements, parking, walk-in access, estimate cost to occupy. 
InsertTextHere
Production Procedures & Controls 

Production process used to manufacture product, production techniques, quality control, equipment used, any specialized production equipment required, specialized training
InsertTextHere
Suppliers

What major materials used to produce products, who are the major suppliers, who are the alternative suppliers, any price protections, purchase contracts, supplier credit terms, supplier reliability, stability of supplier pricing, any seasonal fluctuations in supplies.
InsertTextHere
Personnel

Who is responsible for the major functional areas associated with the production process?
InsertTextHere
Risk Management 

Who is responsible for risk management?  Discuss all forms of business protections, insurance coverage – liability, fire, employee, bonding, officers & directors liability insurance, any special protections required due to the nature of the business.
InsertTextHere
Recordkeeping
How are accounting records maintained – cash or accrual basis accounting; accounting system software used, backup procedures employed, security
InsertTextHere
Receiving Orders

Who receives orders, how are they processed, 

InsertTextHere
Billing Customers

When is billing to the customer initiated, when are revenues earned & recognized as income
InsertTextHere
Customer Credit & Collection Policies

If you plan to sell on credit, what are your credit policies, what credit terms offered, how will you check creditworthiness, how will you manage collections 
InsertTextHere
Managing Accounts Payable 

How will you manage vendor payments, will you pay within credit terms extended to you, can you stretch payments without damaging credit relationships, will you take prompt payment discounts
InsertTextHere
Inventory Control

What kinds of inventory – raw materials, WIP, finished goods, supplies, average value, seasonal buildups required, order lead-times for major inventory items, inventory security
InsertTextHere
Monitoring Budgets

Will budgets be used, will departmental or product-line budgeting beimplemented, how will budgets be monitored, how frequent will they be monitored, what actions will be taken for budget variances, will budgets be adjusted for major changes in business strategy, who will be responsible for monitoring budgets
InsertTextHere
Monitoring Cash Flow

How will cash flow be monitored, how frequently, will monthly actual cash flow be compared to monthly projected cash flow, what procedures will be followed to accelerate cash inflows, what measures will be taken to delay payments when required, any draw down lines of credit available, who will be responsible for monitoring cash flow.
InsertTextHere
Financial Reporting to Management
Will monthly financial statements be prepared, any comparison to budget & previous year’s actual results, will departmental profit & loss reports be prepared, will departmental managers be held accountable for departmental results, will profit & loss variances be researched, who will receive & review monthly financial statements, who will be responsible for preparing monthly financials, will an annual audit be performed.
InsertTextHere
Legal 

Discuss any requirements for licensing or bonding, permits, department of health requirements, special regulations for your industry, zoning or building code requirements, any special insurance coverage required for the business, trademarks, copyrights or patents.
InsertTextHere
Environmental 

Discuss any requirements with reference to OSHA, EPA or MT DEQ regarding the workplace, waste disposal, use of chemicals in the manufacturing process.
InsertTextHere
Financial Plan

Detail Startup Source and Use of Funds

Pro Forma Financial Statements

Pro Forma Annual Cash Flow

Pro Forma Monthly Cash Flow

Major Pro Forma Monthly Cash Flow Assumptions

Pro Forma Annual Profit & Loss Statement

Pro Forma Monthly Profit & Loss Statement

Major Pro Forma Monthly Profit & Loss Assumptions

Pro Forma Annual Balance Sheet

Major Pro Forma Balance Sheet Assumptions

Selected Financial Metrics
Loan Amortization Schedule(s)
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Introduction





A Business Plan consists of two major sections. The first is a narrative section describing various aspects of your business such as a description of the business, management team, products or services offered, the market, competition, sales and marketing strategies, legal and environmental issues and an operational plan.  





The second section is the financial plan which is based on your research, assumptions and strategies developed in the narrative portion of the Business Plan.  This section of the plan converts your vision into financial results.  The financial plan is presented in the form of pro forma (projected) Balance Sheets, Profit & Loss Statements and Cash Flow Statements for a minimum of three (3) years.  All financial information is supported by written assumptions explaining how you developed your pro forma financial statements. 





The narrative portion of the Business Plan can be developed in any order that you like, except for the Executive Summary, which should be done last. Not all sections of the plan may be pertinent to your type of business so some topics may be omitted from the plan.  When you are finished writing your first draft, you’ll have a collection of small essays addressing various topics as outlined in the Business Plan’s Table of Contents.  Further Drafts will be necessary to hone the wording, concepts and assumptions in order to achieve a smooth-flowing narrative.





The real value of creating a business plan is not in having the finished product in hand.  The real value lies in the process of researching, testing assumptions and strategies and thinking about your business in a very systematic way.  This process forces you to evaluate various courses of action   thoroughly, study and research if you are not sure of the facts, and look at your ideas critically, especially from a financial point of view.  The time invested now writing an effective Business Plan will help avoid costly or perhaps financially disastrous mistakes later.





The Business Plan that follows is a generic model designed to be suitable for a variety of businesses. As a result, you should feel free to modify this plan to suit your particular business. 











Don’t be concerned about how much time it is taking to complete the Business Plan.  A well written and researched plan will take 300 - 400 hours to complete.  Most of that time is spent researching, testing assumptions and strategies.  But, that’s the value of the business plan process.  So don’t rush through the process because you’ll then need to allow more time at the end of the process to do what you should have done throughout the process.  Those who do, never regret the extra effort. 








INSTRUCTIONS - Narrative Section





There is Red text contained in each of the business plan sections describing what information should be contained in each section.  It is Hidden & can only be viewed when you click on the “¶” button contained on Word’s tool bar.  The red text will not print.  You can search Word’s Help for specific instructions on how to enable Hidden text for your version of Word.


Your information should be entered in the “InsertTextHere” prompt under each section.


Page numbers in the Table of Contents (TOC) are inserted automatically but will need to be updated as you create your plan.  You will have to refer to Word’s Help for specific instructions on how to update the TOC because it is different depending on what version of Word you are using.


You may have to make some formatting changes or deleted/add spaces after you complete the plan in order to get the pagination correct so no Section headings are left hanging.


This Blue text box is not Hidden and will print.  You must delete the first two pages before printing your final version of the Business Plan.


After completing the narrative portion of the plan, you will be ready to start the financial portion of the plan.  Refer to the Business Plan Template - Financial to guide through this process. 








Funded in part through a Cooperative Agreement with the U.S. Small Business Administration. All opinions, conclusions or recommendations expressed are those of the author(s) and do not necessarily reflect the views of the SBA. Reasonable accommodations for persons with disabilities will made if requested at least two weeks in advance. 
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