
SECTION 3

Items to include are:

1. Sources and Applications of Funding

2. Equipment List

3. Proforma Balance Sheet (with notes of explanation)

4. Break-even Analysis

5. Income Projections
This should be a three-year projection with notes of explanation.

6. 12-month Cash Flow
Include notes of explanation.

7. Detailed Cost of Goods Sold Schedule

8. Financial Statements
Audited financial statements for past 3-5 years.

9. Collateral
List of collateral offered to secure the loan.

10. Personal Financial Statements
Personal financial statements of all owners with 20 percent or more ownership.

11. Aging of Accounts Payable and Accounts Receivable (if an
existing business)

Financial Data

This section is analyzed
by all readers. The data

should show how you can
make a profit, have

positive cash flow and be
able to repay any debt.
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Sample Financial Data

Financial Data
The most important thing for Catle Producers Marketing Coop at this point is to
acquire ample financing to take the organization to the next level. Current
production capacity of Larry and Linda’s Locker is too small to butcher as many
animals as the producers need to move, and the capabilities of the processing
plant will not facilitate anything other than fresh meat processing and freezing.
Many of the parts of the animal that are profit centers for large-scale packers are
presently cost centers for the cooperative as they must be properly disposed of.

Members’ sweat equity and their proposed willingness to sometimes take
slightly less than the best available market price for their cattle will help the
cooperative maintain its margins. At every opportunity, the private resources of
the members, and their volunteer time, will be used to offset the costs of
operating costs associated with:
• administration;
• utilities, fuel, telephone;
• salaries and contract services; and
• repairs, replacements and preventive maintenance.

The cooperative’s ability to retain earnings and defer dividends will also serve
to help meet financial requirements of the new business.

Sources of Funds
Bank loan ............................................................................................................... $125,000
Owner equity ......................................................................................................... $260,000
State of Iowa........................................................................................................... $40,000

Uses of Funds
Equipment purchase ........................................................................................... $225,000
Working capital .................................................................................................... $100,000
Down payment for processing facility ............................................................. $100,000
(Note: Total purchase price on locker plant is $300,000, owner financing, 10
years, 10 percent interest.)

Equipment List
Cooper vacuum packing machine ...................................................................... $70,000
10 horsepower rotary vane vacuum pump ......................................................... $1,000
Lorenz smokehouse with microprocessor control ........................................ $150,000
Used electric lift ....................................................................................................... $2,000
Total ........................................................................................................................ $225,000
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SECTION 3 Financial Data - 438

Balance Sheet
Year: 2000
Current Assets
Cash ............................................................................................................................ 21,468
Accounts Receivable ................................................................................................ 8,000
Inventory .................................................................................................................... 10,000
Prepaid Expenses ............................................................................................................. 0

Total Current Assets ................................................................................................ 39,468

Property and Equipment
Building .................................................................................................................... 350,000
Machinery and Equipment ................................................................................... 225,000
Furniture and Fixtures ............................................................................................... 3,000
Vehicles ..................................................................................................................... 20,000
Less: Accum Depr .................................................................................................... 49,798

Total Assets ............................................................................................................. 567,670

Current Liabilities
Accounts Payable ...................................................................................................... 4,385
Current Portion, Debt ................................................................................................ 2,654
Accrued Expenses ..................................................................................................... 5,380
Taxes Owed ................................................................................................................. 1,200

Total Current Liabilities ........................................................................................... 13,619

Long Term Debt and Equity
Bank Loan ................................................................................................................ 125,000
Building Purchase ................................................................................................. 200,000

Total Liabilities ........................................................................................................ 338,619

Stockholder’s Equity
Capital Stock ........................................................................................................... 260,000
Paid in Capital
Retained Earnings ................................................................................................... -30,949

Total Net Worth ...................................................................................................... 229,051

Total Liabilities and Net Worth ............................................................................ 567,670
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Breakeven Projection
Year: 2000
BE$ =  Fixed Expenses/Gross Profit Margin
BE $ = 177333.3
For year 2000, Cattle Producers Marketing Coop is projecting to achieve 56.39 %
of  sales

Income Projections
2000 2001 2002

Sales ........................................................ 100,000 .................. 200,000 ................. 300,000
Cost of Sales

Material ................................................ 20,000 .................... 50,000 ................... 65,000
Labor ..................................................... 28,000 .................... 50,000 ................... 50,000
Supplies .................................................. 2,000 ...................... 4,000 ..................... 4,000
Gross Profit .......................................... 50,000 .................... 96,000 ................. 181,000

Operating Expenses
Officer Salaries ................................... 40,000 .................... 40,000 ................... 42,000
Office Salaries .................................... 12,000 .................... 12,600 ................... 13,230
Supplies - Office ...................................... 500 ......................... 550 ........................ 580
Advertising ................................................ 500 ......................... 500 ........................ 525
Travel ......................................................... 250 ......................... 300 ........................ 315
Depreciation .......................................... 1,060 ...................... 1,060 ..................... 1,113
Freight/Postage ....................................... 450 ......................... 500 ........................ 525
Insurance .................................................. 700 ......................... 700 ........................ 735
Utilities .................................................... 1,200 ...................... 1,300 ..................... 1,365
Accounting/Legal ................................. 1,500 ...................... 1,500 ..................... 1,575
Taxes ....................................................... 1,200 ...................... 1,200 ..................... 1,260
Telephone .............................................. 2,000 ...................... 2,000 ..................... 2,100
Repairs and Maintenance ..................... 500 ......................... 500 ........................ 525
Auto/Truck ................................................ 250 ......................... 250 ........................ 265
Rent or Lease Expense ............................... 0 ...................... 3,000 ..................... 3,000

Total Operating Expenses ...................... 62,110 .................... 65,960 ................... 69,113

Operating Profit ...................................... -12,110 .................... 30,040 ................. 111,887
Interest Expense ................................. 18,839 .................... 18,839 ................... 18,839
Other Income
Other Expense

Net Income Before Taxes ..................... -30,949 .................... 11,201 ................... 93,048
Estimated Income Taxes

Net Profit ................................................. -30,949 .................... 11,201 ................... 93,048

4
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Monthly Cash Flow

Name of Business                      Cattle Producers Marketing Coop OwnerLarry and Linda Line Date 29-Jun-00

1 2 3 4 5 6 7 8 9 10 11 12 TOTAL

month July Oct Nov Dec Jan Feb Mar Apr May June July Aug

Projected Sales 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 10000.00 10000.00

1. CASH ON HAND 260000.00 87633.33 81264.67 74894.00 68521.33 62146.67 55770.00 49391.33 43010.67 36628.00 30243.33 25856.67 875360.00

2. CASH RECEIPTS frd

  a. Cash Sales 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 24000.00

  b. Collections 0.00 6000.00 6000.00 6000.00 6000.00 6000.00 6000.00 6000.00 6000.00 6000.00 8000.00 8000.00 70000.00

  c. Loan or cash injection 165000.00 165000.00

3. TOTAL CASH RECEIPTS 167000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 8000.00 10000.00 10000.00 259000.00

4. TOTAL CASH AVAILABLE 427000 95633.33 89264.67 82894.00 76521.33 70146.67 63770.00 57391.33 51010.67 44628.00 40243.33 35856.67 1134360.00

5. CASH PAID OUT

  a. Purchases 1666.67 1667.67 1668.67 1669.67 1670.67 1671.67 1672.67 1673.67 1674.67 1675.67 1676.67 1677.67 20066.00

  b. Gross Wages 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 40000.00

  c. Payroll expenses 666.67 666.67 666.67 666.67 666.67 666.67 666.67 666.67 666.67 666.67 666.67 666.67 8000.00

  d. Outside Services 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

  e. Supplies 208.33 208.33 208.33 208.33 208.33 208.33 208.33 208.33 208.33 208.33 208.33 208.33 2500.00

  f.Repairs and Maint 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 500.00

  g. Advertising 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 41.67 500.00

  h. Travel 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 250.00 3000.00

  i.  Accounting and Legal 1500.00 1500.00 1500.00 1500.00 1500.00 1500.00 1500.00 1500.00 1500.00 1500.00 1500.00 1500.00 18000.00

  k. Telephone 166.67 166.67 166.67 166.67 166.67 166.67 166.67 166.67 166.67 166.67 166.67 166.67 2000.00

  l. Utilities 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 14400.00

  m. Insurance 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 700.00 8400.00

  n. Taxes 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 1200.00 14400.00

  o. Interest 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

  p. Misc. 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 700.00

  r. Subtotal 11033.33 11034.33 11035.33 11036.33 11037.33 11038.33 11039.33 11040.33 11041.33 11042.33 11043.33 11044.33 132466.00

  s. Loan Paymt 0.00 1.00 2.00 3.00 4.00 5.00 6.00 7.00 8.00 9.00 10.00 11.00 66.00

  t. Owner’s W’drwal 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 3333.33 40000.00

  u. Capital Purchases 325000.00 325000.00

6. TOTAL CASH PAID OUT 339366.67 14368.67 14370.67 14372.67 14374.67 14376.67 14378.67 14380.67 14382.67 14384.67 14386.67 14388.67 497532.00

7. CASH POSITION 87633.33 81264.67 74894.00 68521.33 62146.67 55770.00 49391.33 43010.67 36628.00 30243.33 25856.67 21468.00 636828.00
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Financial Statements
No audited financial statements are available at this time. BigFort CPA firm has
been retained to prepare audited statements for the past year.

Collateral
Building and Property Equity: ............................................................................ $100,000
Equipment: ............................................................................................................. $100,000
Personal CD: ........................................................................................................... $50,000

Personal Financial Statements
Personal financial statements are already on file at the bank.

Aged Statements
Payables: ............................................................................................All bills are current
Account Receivables: 0-30 .................................................................................... $9,000

31-60 .................................................................................. $1,000
61–90 .................................................................................          0
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Financial Data

Understanding Accounting
Procedures

The goal of this discussion is not to make you into accountants but to provide an
understanding of some accounting terms and concepts.

There are basically two types of accounting systems, the cash system and the accrual
system. Many farmers and small businesses are on a cash system. This means you
recognize a sale when you receive the money; or you recognize an expense when you
write the check to pay the bill. In an accrual system, a sale is recognized when the
product is shipped.  The money for that product may not come to the company until 30 to
60 days later. The same logic follows for an expense. An expense is recognized when the
service or material is used not when it is paid for, which could be 30 to 60 days later.

A processing plant would be on the accrual accounting system, in part, because the
Internal Revenue Service might require an accrual system.

If you are the owner of a company, what are you looking to receive from the company?  A
return on your investment is probably your answer.  The company has three primary
business objectives.  The first is more of an obligation than an objective; that is to
provide the owners a return on the investment.  This is accomplished by the other two
objectives, which are profitability and solvency. Profitability is the ability to generate
income. Solvency is the ability to pay debts as they become due.  Financial statements
provide the management of the company with a way to examine and forecast the
company’s ability to achieve these objectives.

There are three basic financial statements.  The income statement reflects the
profitability of the company. The balance sheet reflects the solvency of the company.
The cash flow statement tracks the cash of the company, where it comes from and what
it is used for.

The income statement, also called the P&L (or profit and loss) statement, shows how
much money the company made or lost for a defined period of time, one month, one
quarter or one year.  The income statement is like your personal bank statement, it
reflects deposits (sales/revenues), expenses and whether or not there is any money left
at the end of the month.

The income statement formula is:
Sales – Expenses = Profit or (Loss).

Sales are everything sold (shipped) during the period. Expenses are all the costs to
produce everything that was sold plus the recurring period expenses such as the phone,
office supplies, etc.  If sum of all of the expenses for the period is less than what was
sold, you made a profit.

The balance sheet shows what the company is worth at a given point in time. It is a
reflection of how much the company owns, how much it is due and how much the
company owes.  It shows the company’s assets and liabilities, and the owner’s equity.

The formula for a balance sheet is:
Assets = Liabilities + Stockholder’s (Owner’s) Equity.

The asset side of the balance is divided into two areas, current assets that will be used
in one year or less and fixed assets which are long term (such as the building or
equipment). The liability side is also divided into two sections, current liabilities due in
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SECTION 3

less than a year (like accounts payable) and long-term liabilities, which are due over a
longer period of time. A mortgage is a good example of a long-term liability.  The other
half of the formula is the equity portion. This represents the amount invested in the
company. Examples are paid-in capital, stock in the company and retained earnings.
Retained earnings are the accumulation of profits (those not paid out as dividends to the
stockholders), which the company keeps to expand its assets and grow the company.

The cash flow statement summarizes the effects on cash of the operating, investing and
financing activities of the company. By understanding this statement, management can
see the effects of their decisions. For example, if the company’s operations do not
generate enough cash for its upcoming capital projects, then it may want to issue stock
to get the cash for the projects.

Besides management using the statement, outsiders such as investors, creditors and
others use the statement to assess the company in a number of different ways.  Such as,
the company’s ability to generate positive future cash flows, the company’s ability to pay
its bills and pay dividends, the need for external financing and the reason for the
differences between net income and sources and uses of cash.

Samples and explanations of all three statements are included in this section as well as
a further definition of terms you may run across in your work.
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Financial Data

Risk Analysis
Breakeven Sales: A Tool for Decision Making

Many value added firms may be heavy in fixed assets. A firm is using operating leverage
if it chooses to emphasize the use of fixed assets in their venture. To the extent a firm
uses debt to finance their operation, they are using financial leverage.

What issues or questions can a simple breakeven analysis help you address or answer?
Questions such as how many sales are required to break even? How many sales are
required to generate a profit? What is the effect on volume or breakeven from a change
in cost of materials? Breakeven helps to evaluate the impact of high fixed costs.

What does the breakeven sales formula tell you? It indicates how much you must have in
sales to pay the cost of the sales and still have money left over to pay operating
expenses, but have no profit. That is, total revenue equals total expense and, therefore,
operating expense is zero. The formula tells you the amount that sales must increase if
you are going to add a fixed expense or asset, but you do not want that cost to reduce
profit.

Here is a simple breakeven formula:
Breakeven sales dollars = fixed expenses/gross profit margin.
Gross profit margin percent = gross profit margin dollars/sales *100%
Gross profit = sales – cost of goods sold.

Breakeven sales units = fixed costs/price – variable cost per unit.

For instance, how much sales revenue must a new salesperson generate every year if the
person is to return to the company their salary and expenses, so the bottom line is not
reduced? Here, divide the person’s salary and expenses (a fixed expense) by the gross
profit margin of the company. What else does the formula tell you? It relates how much the
firm needs to generate in sales dollars to pay for each dollar increase in fixed expense.

What if the firm is a new venture and does not know what the gross profit margin is or
will be? A way to start assessing the impact of your decisions in this situation is to use
the source for financial ratios, Robert Morris Annual Statement Studies. The studies are
published yearly by Robert Morris Associates, an association of bank loan and credit
officers. The financial information is a compilation of raw financial data submitted by
member banks, then categorized by both sales volume and asset size. The information
provides only general guidelines but does represent a starting point for decision makers.
Many libraries and most banks have copies of the latest studies available for use.

Example
$ %

Sales .............................................................................................................. 1000 ........................ 100
Cost of goods sold ......................................................................................... 600 .......................... 60
Gross margin .................................................................................................. 400 .......................... 40
Operating expense, fixed ............................................................................. 300 .......................... 30
Profit before tax ............................................................................................. 100 .......................... 10

Breakeven sales dollars = fixed expense ($300)/gross profit margin % (40%) = $750.
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Proof
Sales ......................................................................................................................................... $750.00
Cost of sales .............................................................................................................................. 450.00
Gross margin ............................................................................................................................. 300.00
Expenses .................................................................................................................................... 300.00
Profit ............................................................................................................................................... 0.00

Example
A group of beef producers decides to start its own slaughter plant. To do so will require a
continuing marketing effort that will cost $30,000 per year. The question is, should the
executive steering committee approve such an ongoing expenditure? How much will the
sales effort need to generate in sales, just to pay for it? Checking Robert Morris
Associates ratios, manufacturers – meat packing, $500,000-$2,000,000 in assets, the
gross profit margin is 17.3 percent.

The breakeven sales for the marketing effort:
Breakeven sales $ - $30,000/.173 - $173,410.00

Can the sales effort generate enough sales to pay for itself? It is possible.

Example
Sales to Attain a Certain Sales Volume
If the group decides it would like to generate $50,000 in profit the first year, on an
investment of fixed assets of $2,000,000, what is the sales volume required?

Breakeven sales $ - $2,000,000 + $50,000/.173 = $11,850,711.

Two questions surface for consideration. One, does the plant have the capacity to
produce that much sales? And secondly, will the firm be able to sell that much product?

Cash Flow Analysis
A cash flow forecast will be required for all business plans, but more importantly is
required for a new operation to determine if the operating capital available is sufficient
to provide capital until the business generates a positive cash flow.

A cash flow forecast is comprised of two cash budgets. The cash receipts budget and
the cash payments budget. The key to both is to determine the timing, the timing of
receipts or payments.

Cash Receipt Budget
In the cash budget, the first step to developing the cash receipt budget is to spread the
projected sales for one year over 12 months. For a start-up business, the sales would be
expected to be smaller at the start of the year, allowing for growth in the business. The
second step of the process is to time the receipt of the collections by use of the account
receivable collection period. A simple example will illustrate.
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Example
Sales receivables are collected 30 days after the sale.
Month 1 ...................................................................................................................................... $1,000
Month 2 ...................................................................................................................................... $1,000
Month 3 ...................................................................................................................................... $1,000
Month 4 ...................................................................................................................................... $1,000

Month 1 Month 2 Month 3 Month 4
Sales .................................................................. $1,000 ........... $1,000 ........... $1,000 ........... $1,000
Collections ................................................................. 0 ........... $1,000 ........... $1,000 ........... $1,000
Total receipts ........................................................................... $1,000 ........... $1,000 ........... $1,000

Cash Payments
The focus of the cash payment schedule is to account for the timing of payments for
material, labor and overhead expense related to the manufacture of product; and the
payments for general and administrative expense, interest payments, taxes, dividends
and new plant equipment.

To continue the simple example, assume material is paid 30 days after receipt; labor
expense and factory overhead are paid when incurred. Taxes are paid every quarter,
interest once a month, and new equipment is paid for in month four.

Item $ Amount
Material ........................................................................................................................ 100 per month
Labor ............................................................................................................................... 50 per month
Interest ........................................................................................................................... 10 per month
Taxes .................................................................................................................................................. 10
New equipment ............................................................................................................................. 500
Factory overhead ......................................................................................................... 25 per month

Summary of All Monthly Payments
Month 1 Month 2 Month 3 Month 4

Material ......................................................................................... $100 .............. $100 .............. $100
Labor ......................................................................... 50 ................... 50 .................. 50 .................. 50
Factory O/H .............................................................. 25 ................... 25 .................. 25 .................. 25
Interest ..................................................................... 10 ................... 10 .................. 10 .................. 10
Taxes .......................................................................................................................... 10 ......................
Equipment ....................................................................................................................................... 500
Total payments ...................................................... $85 ............... $185 .............. $195 .............. $685

Monthly Cash Flow
Month 1 Month 2 Month 3 Month 4

Cash receipts .......................................................... $0 .............$1000 ............ $1000 ............ $1000
Cash payments ....................................................... 85 ................. 185 ................ 195 ................ 685
New cash flow .................................................... $(85) ............... $815 .............. $805 .............. $315
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Small Business Administration (SBA) Cash Flow Format
The SBA cash flow format is designed in an easy to use manner with detailed
explanations on its use. This format will show the cumulative effect of purchases and
receipts along with loan receipts and disbursements. The net effect will be to show the
cumulative cash positive or negative cash balance. This forecast can not be completed
until key operating decisions related to sales, labor force size, purchases, loan receipts
and collection and payment cycles are made.

A cash flow format based on an SBA document is shown in the following document.
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SECTION 3

Financial Data

Ratio Analysis
Following are some of the common balance sheet and income statement ratios used to
review the viability of a company.  In reviewing the business plan, bankers and investors
would look at these ratios to determine if they are going to make a loan or invest in the
company. Ratios are only one tool used to evaluate a company.  Each company is
reviewed based on its own financial statements.

Liquidity Ratios
1. Current Ratio Current Assets

Current Liabilities 1.3

2. Quick Ratio Cash + Accts Receivable
Current Liabilities 0.9

Safety Ratio
3. Debt to Equity Total Liabilities

Equity 2.4

Profitability Ratios
4. Gross Profit Ratio Gross Profit

 (margin) Sales % % % 18.10%

5. Operating Ratio Income from Operations
Sales % % % 2.10%

6. Pretax Ratio Pretax Profit
Sales % % % 1.60%

Operating
Performance Ratio

7. Sales to Assets Sales
Total Assets 4.4

8. Return on Assets Pretax Profit
Total Assets % % % 3.80%

9. Return on Equity Pretax Profit
Equity % % % 7.40%

10.Inventory Turnover Cost of Goods Sold
Inventory X X X 21.9

11.Inventory Turnover 365
Days Inventory Turnover days days days 17 days

12.Accounts Sales
Receivable Turnover Accts Receivable X X X 21.9

13.Collection Period 365
A/R Turnover days days days 17 days

14.Accounts Payable Cost of Goods Sold
Turnover Accts Payable X X X 36.3

15.Accounts Payable 365
Days A/P Turnover days days days 10 days

Ratio Analysis Worksheet
Year

20 ____
Industry
Standard

Year
20 ____

Year
20 ____ The industry numbers

list at the right are the

median for companies

with under $2 million of

assets for Standard

Industrial Code #2011,

Meat Packing.  Use these

numbers to compare to

your ratios.  Differences

should be explainable.

See the sample ratio

analysis on the following

page.
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The following ratios are from the accompaning balance sheet and income statement of
ABC Corporation. This company is not in the meat packing industry. It is simply being
used to show where the numbers come from in making these calculations.

Liquidity Ratios
1. Current Ratio Current Assets

Current Liabilities 1.3

2. Quick Ratio Cash + Accts Receivable
Current Liabilities 0.9

Safety Ratio
3. Debt to Equity Total Liabilities

Equity 2.4

Profitability Ratios
4. Gross Profit Ratio Gross Profit

 (margin) Sales % % 18.10%

5. Operating Ratio Income from Operations
Sales % % 2.10%

6. Pretax Ratio Pretax Profit
Sales % % 1.60%

Operating
Performance Ratio

7. Sales to Assets Sales
Total Assets 4.4

8. Return on Assets Pretax Profit
Total Assets % % 3.80%

9. Return on Equity Pretax Profit
Equity % % 7.40%

10.Inventory Turnover Cost of Goods Sold
Inventory X X 21.9 X

11.Inventory Turnover 365
Days Inventory Turnover days days 17 days

12.Accounts Sales
Receivable Turnover Accts Receivable X X 21.9 X

13.Collection Period 365
A/R Turnover days days 17 days

14.Accounts Payable Cost of Goods Sold
Turnover Accts Payable X X 36.3

15.Accounts Payable 365
Days A/P Turnover days days 10 days

Ratio Analysis Worksheet Sample
Year
1997

Industry
Standard

Year
1996

Year
1996

(in 000s)

650
325 2.0 2.7

325
325 1.0 1.6

925
1,075 0.9 0.6

960
2,400 40 42

600
2,400 25 27

440
2,400 18 23

2,400
2,000 1.2 1.1

440
2,000 22 26

440
1,075 41 41

1,440
300 22 26

365
4.8 76 89

2,400
200 12.0 10.8

1,440
300 22 26

365
12 30 34

365
18.7 20 20

Financial Data - 453
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Financial Data Worksheet
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1. General Supporting Documents
• Letters from future customers.
• Plant layout.
• Product brochures, promotional materials.
• Resumes
• Market research data.
• Patent or trademark information.
• News articles.

2. Critical Risks and Problems
Identify and discuss major risks and problems that you think you may encounter.
Discuss risks including, but not limited to, the company, industry, personnel, market,
product and financing. Indicate which assumptions or potential problems are most
critical and how your plans reduce the impact of unfavorable developments.

Risks to include are:
• Price cutting by competitors.
• Any potentially unfavorable industry-wide trends.
• Design or manufacturing costs in excess of estimates.
• Sales projections not achieved.
• Product development schedule not met.
• Difficulties or long lead times encountered in the procurement of parts or raw

materials.
• Difficulties encountered in obtaining bank credit lines because of tight money.
• Larger than expected innovation and development costs to stay competitive.
• Availability of trained labor.

3. Implementation Plan
A month-by-month schedule that shows the timing and interrelationship of major
activities such as product development, market planning, sales programs and
production. Include detail to show the timing of tasks required to accomplish an
activity. Show on the schedule the deadlines and events critical to the venture’s
success.

Include such events as:
• Incorporation of the venture (for a new business).
• Completion of design and development.
• Completion of prototypes (a key date; its achievement is a tangible measure of the

company’s ability to perform).
• When sales representatives are obtained.
• Displays at trade shows.
• When distributors and dealers are signed up.
• Order of materials in production quantities.
• Start of production or operation (another key date because it is related to the

production of income).
• Receipt of first orders.
• First sales and deliveries (a date of maximum interest because it relates directly to

the company’s credibility and need for capital).
• Payment of first accounts receivable (cash in).

The schedule should also show the following and their relation to the development
of the business:
• Number of management personnel.
• Number of production and operations personnel.
• Additions to plant or equipment.

Be realistic about your schedule!

Supporting Documents ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Supporting Documents - 462



SECTION 3

Sample Supporting Documents
Supporting documents will vary depending on the nature of the business plan.  Cattle
Producers Marketing Coop did not supply any with its plan.

Supporting Documents - 463
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