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Foreword
Using this manual, you’re going to build a case for your business, learn how to overcome
the impediments to clear communication, and create your own communication system for
staying in constant contact with investors or prospective investors.
I’m going to walk you through the entire business plan process step-by-step: from
gathering the evidence to build your plan to delivering your plan to qualified investors.
Along the way, you’ll find many tips, techniques and “tools of the trade” to help you
become an expert business plan writer.
You’ll learn how to communicate your business to investors accurately and truthfully so
they can be in the position to decide – beyond any reasonable doubt – whether your
business is the right investment choice for them.
The principles in this course apply to many situations. You can apply them when
communicating to your investors, when writing press releases and sales letters. Or, if
you’re a public company or thinking of going public, use them to prepare your Security
and Exchange Commission disclosure documents, prospectus, or offering circular.
Do as this manual teaches you, and you’ll marvel at how different investors and
prospective investors listen to you and… how much easier it is to find funding.

How to Use This Manual
Please use the menu bar at the top of your browser that looks similar to this to navigate
this document.

To help you navigate through this manual quickly, you can click on a line item in the
Table of Contents or use the "Bookmarks" that open in a window to your left. You may
also use your scroll bar on the right and your page up and down keys as well.
Use the Zoom feature to increase or decrease the size of the text and how much of the
page you are seeing at one time.
Use Ctrl + N to navigate to a specific page number.
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Introduction
“What we have here is a failure to communicate.”
— from Cool Hand Luke
Whether you’re a start-up company seeking to raise your first round of financing or a
seasoned, long-established company looking to raise new equity or bank debt, or a
business owner ready to “cash-out” and sell the business…
How you communicate your business plan will determine whether investors see your
business as any better, worse, or different from all the other investment opportunities they
are evaluating.
The job of your business plan is to state a case for your business quickly. This case must
separate you from other businesses begging for capital and truthfully lead investors to
decide that you are their most appealing investment choice.
I can recall many instances of business owners and corporate executives asking me to
“pull together a business plan to put in front of investors as if some “canned” business
planning software package or template could effectively communicate their unique set of
circumstances.
You must take the time to figure out specifically what you do that makes your business
uniquely different from your competition. Understand exactly how you do it, which
specific customers you’re going to serve, and so on. Then, learn how to express your idea
clearly. If you don’t, your business plan is a complete waste of your time and money.
In fact, your business plan will look just like every other document that crosses investors’
desks. Packed with circumstantial evidence and bold claims that slip off the mind like the
proverbial water from a duck’s back, your document won’t do a darn to market your
business.
Don’t be foolish to think that just because other companies prepare their documents with
templates that this must be the perfect “quick fix” to raising capital.
The truth is that it’s unlikely a business plan by itself will bring funding in the door,
unless it is part of an overall marketing strategy.
Chances are you already have a book or two on how to write a business plan. If you do,
I’m going to guess that you have already fixed in your mind certain beliefs.
For example, you might think, “If you’re trying to attract investors, raise capital, or sell
your business, then you should give your prospects a detailed business plan document.”
Not so fast.
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It may be more effective to get their business card, get them into your Investor
Communication System (more on the ICS later), send them an executive summary, and
then follow-up to check their interest level.
Or perhaps you believe, “A business plan document is the only way to get investors
interested.”
Again, not so…
Some businesses attract investors through personal contacts, press releases, or because of
the pure uniqueness of their market position.
For now, I’m going to ask that you open your mind. Take a thoughtful step or two back
and work through this course with me.
If you do, you’ll have a better chance of creating a persuasive business plan that can help
you achieve your desired results.
“Success in business requires training and discipline and hard work. But if you’re not
frightened by these things, the opportunities are just as great today as they ever were.”
— David Rockefeller
My advice is intended for both the start-up and ongoing business. Here’s why. Whether
you’re raising money to grow your business or start it, investors want to know one
thing... how much can they make on their investment. The major difference between a
start-up and an ongoing business is the type of investors they’ll have access to.
A typical start-up, even one with a great business concept, will have a hard time tapping
the general capital markets (investment bankers, banks) for funds. If the entrepreneur has
the personal assets to guarantee an investor’s funds or owns some real estate, the business
may be able to obtain a mortgage from a bank or a savings and loan. Or, the business
might be able to purchase the equipment it needs under a term loan or lease it, with the
equipment pledged as collateral. After the business has survived for a few years, bank
financing may become available on a seasonal basis, but not for permanent growth
capital.
I’ll talk more about this when we get to the topic of financial projections.
Just keep the business opportunity in your mind’s eye and Business Plan Secrets
Revealed will show you what it takes to sell it.
Wishing your venture the greatest success,

Mike Elia
http://www.business-plan-secrets-revealed.com
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1. Getting Started with BPSR
There were over 25 million U.S. business entities filing income tax returns in 2000 – 2.3
percent more than the year before.
This includes self-employed individuals like real estate agents (650,000), nannies (over
600,000), and direct sales ventures such as Amway and Mary Kay Cosmetics, as well as
many part-time and hobby ventures (close to one million strong).
Statistically, according to the Small Business Administration, 50 percent of small
businesses fail within the first year and 95 percent fail within the first five years.
But, businesses fail for many reasons: poor management, mistaken marketing practices,
you name it.
However, the lack of enough capital in the seed or start-up phase of the business usually
ranks as the number one or number two reason.
Far too many business owners underestimate how much money it takes to get a business
up and running, and to keep it going as it works to establish a market position.
Why is this?
As the saying goes: “Failing to plan is planning to fail.”

First Stop: Reality Check
Before you even begin to think about your business plan, take the time to make a
personal assessment of your feelings and the feasibility of your venture.
Do some serious soul-searching to answer questions like:


Why do you want to start this business?



What are the three or five biggest frustrations your customers have when doing
business with this industry?



What is the future for this market: growing, declining, or stagnant?



What is your target market, and who are your potential customers?



What alternatives are available now and in the future to satisfy their needs and
this marketplace?



What financial resources will you need?
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How do your personal goals and interests align with this business?



What are other possible alternatives for carrying out your mission?

The purpose of this step is to think through and compare the different business models
and angles to approach your market from a high-level. It helps you see which one
delivers the best economic benefits to all your stakeholders.
To think this through, draw a high-level flowchart of the industry or market you’re going
after.
Start with the end-customer and work your way back through the supply chain to the
other parties who help deliver your product or service. What can you do differently? How
can you fulfill the end customer’s needs faster, more easily, more cost-effectively?
Make sure your idea isn’t a product or service that’s looking for a market but instead is a
market that’s looking for a solution.
Interview at least 25 people facing pressing problems in your market area. Identify and
examine as many competing products or services as you can. Do simple web searches,
just the way your perspective customers would to find a solution to their problem, to give
yourself a glimpse of your marketplace from the customer’s viewpoint and help you
identify potential competitors in your market space.
And, please don’t say you don’t have any competition!
I’ve had prospective clients tell me they have no competitors. Then, I’ll conduct a tenminute Internet search and identify at least three or four competitors they had never even
heard of. What do you think this does for their credibility?
Do your high-level homework, before you get too far down the road. It can save you from
unnecessary embarrassment and will help you refine your idea.
And remember: in the end, the market will reward you only for the value you create.

Why Even Use a Business Plan?
Special Note for Public Companies: On August 15, 2000, the SEC adopted Regulation
FD to address the selective disclosure of information by companies and other issuers.
Regulation FD requires an issuer who discloses nonpublic information to certain
individuals or entities – like securities market professionals, such as stock analysts, or
holders of the issuer’s securities who may well trade based on the information – to make
a public disclosure of that information. In this way, the new rule aims to promote full and
fair disclosure. Be sure to consult your attorney before releasing material information to
select individuals or entities.
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You’ll want a well thought-out, clearly written, to-the-point business plan for the
following six reasons:
1. People will ask you for one.
And you’ll need to give them something.
But don’t always assume that because they ask you for information about your business,
the only proper response is to give them your complete business plan.
You might be better off to get their business card, add them to your investor list, and then
send them just the executive summary of the plan or a recent press release.
Someone who says “Send me some information on your business” may just want to see if
your business passes their initial interest test.
Most investors are not ready or willing to invest much time understanding your business
in great detail until they know it even fits their investment strategy, target markets, or
investment size.
And, guess what? They don’t need much information or much time to figure out whether
you fit their investment criteria. But, when a business matches an investor’s “sweet spot,”
I promise you, you’ll know it!
2. People will need something that explains the details of your business.
According to Bill McCready, CEO of Venture Planning Associates
(http://ventureplanassoc.bizplansecrets.com/) –a venture capital, finance, merger and
acquisition consulting firm to the business community – “a potential investor will initially
spend only five minutes with your plan.”
What will they focus on during these five minutes?
They want to find out the characteristics of your industry and your particular company,
and whether there are any comparable publicly held companies. What is the size and
nature of your competitors? Are you in a niche that has market momentum? Remember
that “a high tide lifts all the boats.”
Next, what are the terms of your deal? How much of the company are you selling and at
what price? Are you seeking debt or equity financing? How will you use the funds?
Then, they go right to years three and five to see the bottom line cash earnings you’re
projecting, to fix an enterprise value for the business.
Last, but importantly, they assess the people involved in the deal: their track records,
experience, complementary skills, time working together, the credentials of your banker,
accountant, and legal counsel.
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3. A printed document shows you’re credible.
You’ve seemingly done your homework and are in the capital game if you have a written
business plan.
In their book Business Plan Basics (http://www.capitalconnection.com/business_plan_basics.html), Brian Hill and Dee Power (consultants and
co-owners of Profit Dynamics) say:
“The business plan document is often the first exposure an investor has to
a company seeking financing, often even before talking to the
entrepreneur on the phone or having a meeting.”
If your document includes careless mistakes or you leave out supporting details that
investors expect, you can do more damage than good and even risk losing your credibility
right at the start.
4. You’re trying to raise more equity or debt financing.
An updated business plan tells investors where you’ve been and where you’re going.
Don’t assume that just because someone invested in the first round they’ll invest in the
second. Use your plan as a basis to track and update your progress to investors.
5. You need investors right now.
Sorry: it just doesn’t work this way.
Rick Harshaw, Chief Executive Officer of Y2Marketing
(http://y2marketing.bizplansecrets.com/), a national marketing consulting and fulfillment
services firm, uses a plum tree analogy to show that not all customers are ready to buy
(non-ripe “plums”). These customers need nurturing (watering and fertilizing) until they
are ready to buy (become ripe for picking). This analogy applies to investors as well,
except that the time it takes to for them to bear fruit and become ripe is often longer.
There are a whole set of reasons for why investors may not be ready to invest. They may
have funds committed to other investments. They may be looking for a certain
investment. That’s why it’s important to keep them up-to-date with your business, so
when they are ready to invest they’ll think of you.
6. Everyone else uses canned business planning packages.
Some entrepreneurs use business plan software packages to help them complete parts of
their business plan or to help them organize their thoughts.
But remember, your plan is competing with hundreds of other plans for investors’
attention. So, do you want it to look like every other business plan that crosses your
prospective investors’ desks? Besides, taking the time to lay out your particular plan
logically ensures that you communicate your message exactly the way you intend.
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Know Your Investor
In general, there are two types of investors: equity and debt.
Not only are the financing instruments they use different, but the ways they evaluate and
choose their investments are also different. In addition, where your company is in its
development cycle will also play a role in deciding which investor is right for you.
Remember, your investor or prospective investor pool will likely have individuals and
institutions ranging from industry analysts with broad investment backgrounds to family
and friends with little or no investment experience or understanding.
Take the time study the various funding sources to find out which investors are investing
or are likely to invest in your business and at the stage your business is in.
Two excellent sources from which to gain insight into the minds of potential investors
are:
Inc. Magazine
http://www.inc.com/guides/start_biz/23039.html
USChamber.com
http://www.uschamber.com/sb/business/P10/P10_2000.asp
How investors choose.
If you want to know why an investor buys what an investor buys, then you have to see
the world through your investors’ eyes.
Understanding the investment process from an investor’s perspective is the single most
important factor to making your business plan sell. The more you can think like an
investor, the easier it will be to communicate with them.
Luckily, this shouldn’t be too difficult.
Why? Because if you think about it, you’ve probably made a few investment decisions of
your own at some point in your life, whether it was buying a car, stocks, or perhaps a
home.
Draw on your own decision-making experiences to deepen your understanding of what’s
going on in the mind of your prospective investors. Then recall the questions and
concerns you had as you worked to decide which investment was best for you.
Investors typically break their decision-making into two stages: qualification and
selection.
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First, they try to reduce the large number of possible investment opportunities to a hand
full of qualified candidates by asking themselves questions like:


“How well do I understand your industry, markets, and what you want to do?”



“How much can I make and lose?”



“What makes your business, product, or service unique?”



“How does your business make money?”



“What is important to your prospects when buying what you sell?”



“What are the biggest problems prospects have when doing business in your
industry?”



“What will happen to your customers if they don’t buy your product or service?”



“What evidence shows this is a good investment?”

Except in the most unusual situations – where a business is so unique or so well
positioned that it is the only legitimate available business – at the end of even the most
thorough due diligence (examining available facts, books and records) the buyer will still
have more than one attractive investment opportunity to choose from.
Typically, after exhausting their abilities and those of their professionals to make
technical distinctions among the candidates, investors must still make a choice between
reputable businesses with good ideas, good stories, and prospects for high returns.
In fact, it’s not likely an investor will invest based on the business idea or the numbers
alone.
“In the business world, the rearview mirror is always clearer than the windshield.”
— Warren Buffett
Excellent ideas and solid numbers are essential to get you into the final subset for
consideration, but it is other considerations that finally lead the investor to decide to
invest in your business.
Once they decide which businesses to consider, investors shift their focus of inquiry up
several notches. When they have met with you and are contacting you to conduct indepth due diligence, you can assume you passed from the qualification stage into the
selection stage.
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Unlike the qualification stage, which is mainly rational, logical and based on facts, the
selection stage is mostly intuitive, personal and based on impressions. At this stage, they
are filtering for the most credible opportunity. They are looking for integrity.

Your Single Biggest Challenge
No matter if you’re seeking funding from your local banker, a venture capitalist, an
investment banker, or your friends and family, your single biggest challenge is to bridge
the Investor Confidence Gap.
This gap reflects an investor’s inability to resolve whether the investment they are
reviewing is any better or worse than the others.
Investors simply want to understand their investment, their risks and their potential
payback, so they can choose the investment that makes them the most money within their
risk tolerance. Without enough of the right information, they won’t feel in control or
comfortable enough to choose which investment is right for them.
How does an investor settle on which business to have a relationship with?
The answer certainly is not in the promises you make.
Talk is cheap. Telling an investor, “Trust me, we’ll deliver,” is not likely to win an
investor’s confidence.
Inevitably, even sophisticated investors must rely on the clues they gather throughout
their due diligence to guess at what type of person or company you are. It’s through the
small actions that investors create impressions and opinions.
How you present your business and behave during the process indicates how you’ll run
your business. More importantly, it can be the deciding reason in whether an investor
goes through with your deal.

Three Steps to Bridge the Investor Confidence Gap
The famous motivational speaker Jim Rohn says there are three steps to successful
communications: “Have something good to say, say it well, and say it often.”
These three steps form the foundation of this manual. They are essential to bridging the
Investor Confidence Gap and selling your business idea to investors. Skip one and it can
cost you your funding.
Here’s how to use each step to write your business plan and secure funding.
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1. Have something good to say: discovery.
Writing a winning business plan isn’t as hard as it’s made out to be. In fact, it’s easy to
write a persuasive business plan that attracts investors, as long as you remember the
number one rule of business communication:
At least 75 percent of the writing effort for your business plan consists of the process of
research.
A lawyer is successful only in direct proportion to the understanding he has of the law –
the study he puts in to his cases. A doctor’s success depends on his careful consideration
of every symptom and his knowledge of the effect of every drug or treatment that he may
prescribe.
And it is no different with business owners and entrepreneurs.
You cannot write a business plan that will pulsate with a vital message unless you study
your proposition in detail. Picture the individuals to whom you are writing; consider the
language they use, the method of presenting your arguments – there is no point that is
beneath consideration.
So, step one to writing a business plan is to research your business… its products,
competitors, and customers. Then, you can apply all the winning communication
formulas to get the best results.
Good business writers don’t have to be the most imaginative people, as long as they
research their business until most of what they need to write becomes obvious!
2. Say it well: presenting your case.
You’ve gathered your evidence. Your case is in court, the jury drawn, the judge is
attentive, and the opposing counsel is alert. It is now up to you to prove your case.
Now you have the hard task of attracting and stimulating the interest of the investor. You
must hold their interest, explain your proposition, point out the superiority of your
business venture and induce them to move forward with their due diligence.
A good business plan leads quickly to your description and explanation. It paints a
picture of your business, followed by convincing arguments and supporting evidence.
Lead your reader along, paragraph by paragraph, without a break in the point of contact
you’ve set up. Then present your proposition so clearly that there is no possibility for
misunderstanding.
Specific statements and concrete facts support a business plan. But whether an investor
reads a plan or not, and whether those statements and facts are forceful and effective,
depends on the manner in which you present them to your reader.
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Every business plan consists of a business idea and the language in which you express
that idea. Your words, phrases, sentences and paragraphs are the building blocks to
express your idea – explanations, arguments, appeal. Neglect none of these, if you want
your plan to attract investors.
Your job as a business plan writer is to select and arrange words in sentences that tell
your business idea clearly and concisely.
Use carefully selected words, phrases and sentences to make the little impressions on
your reader. At the same time, your plan as a whole has to make a single impression –
clear-cut and distinct.
To do this, write your plan with a style that holds it together. Be sure you have a definite
idea behind your plan. Present a logical message with a unity of thought. Provide a
continuity that carries your investor along without a break to a climax that works the
investor up and closes at the height of their enthusiasm.
3. Say it often: communicating with investors.
What’s that old saying? “You have to kiss several frogs to find a prince.”
Well, pucker up; the same is true of finding investors!
You have to understand and accept that not all investors are ready to invest at the exact
time you want or need their investment.
They may already have funds tied up in other investments and are waiting for them to
mature so they can liquidate them. Or, perhaps your business may not be the right fit for
their investment portfolio at the particular time you’re seeking investment funds.
The bottom line is that there is a whole host of variables that must line up to secure
investment dollars for your business. Timing is one of them.
That’s why you need to systematize your investor communication process – to
communicate your business case continuously to your investor base, especially the
likeliest prospective investors you’ve identified and those who have shown an interest in
your business and were not yet ready to invest.
By constantly reinforcing the reasons why they should invest in your business and even
refer other investors to you, you increase the odds of finding an investor who is ready to
invest.
This takes work, but if you organize and automate the contact process, you can manage
your investor base more effectively. And, your so-called “timing” will miraculously
improve.
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The Villains of Effective Communication and How to Stop Them
According to Warren Buffett, there are four possible reasons for why he and others
sometimes have trouble understanding investment-related communications:
1. Inadequate technical knowledge on the part of the reader to grasp what the
writer wishes to convey.
2. The writer doesn’t understand what he or she is talking about.
3. A less-than-scrupulous writer doesn’t want the reader to understand a subject
that he or she believes must be legally disclosed.
4. A knowledgeable writer with good intensions simply fails to get the message
across to an intelligent, interested reader.
In the last case, Buffett points to jargon and complex constructions as the likely villains.
Using plain English in your business communications is the best way to stop these
villains. However, using plain English requires you to think and write in a new style. It
starts with questioning whether your plan tells your investors what they need to know to
invest knowledgeably – without using legalese or jargon but with everyday words that
communicate complex data clearly.
An easy-to-understand document allows your investors, brokers, and investment advisers
to read and understand it quickly, so they can:




Clearly understand what you’re asking them to buy into
Judge what action is best for them
Reliably advise others

When you communicate successfully with your investors, you form stronger relationships
with them. Writing in legalese confuses and sometimes angers investors, which in turn
costs you time and money.
No matter whether you use plain English in long or short documents, in prospectuses,
shareholder reports, or business plans – speak to your investors in words they understand.
Tell investors clearly what they must know to invest intelligently.
Common misconceptions about plain English business documents.
“Plain English” does not mean deleting complex details from your document. Your
business plan must include complex details to help investors decide which investments
are right for them.
Using plain English ensures that you present your details in an orderly fashion, so
investors can understand them.
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“Plain English” means choosing what information your investors need to decide whether
your investment is right for them. You then sort out what evidence provides full and
accurate disclosure, before you even consider your words, sentences, or paragraphs.
A plain English business plan uses words efficiently, at a level readers understand. Its
sentence structure is tight. Its tone is welcoming and direct.
Its design is visually appealing.
In short, a plain English business plan is easy to read. It communicates all the important
facts about your business, especially what is likely to affect its performance. And, finally,
the business plan document itself looks like it’s meant to be read.

Identify Your Team
How well you prepare will determine whether your effort to communicate your business
plan will be a success or failure. Good sense dictates that you select a team. Having a
team gives you several view points on how to communicate your investment opportunity.
It’s possible to write your document on your own. The timesaving tips and the resources
shared throughout this manual help to simplify the writing, formatting, and distribution of
your document.
Whether you form a team or do it on your own, the list below describes the people or
skills you’ll want access to as you build and communicate your business plan.
It’s not likely you’ll use everyone on the list. Some may not apply to your particular
situation. The people you select and when you involve them will depend on your
document, your schedule, the size and nature of your company, and your budget.


A team leader has the authority to decide how to keep the project moving
forward. The team leader brings the project to a successful conclusion. (More
business plans falter or drag on because the team leader doesn’t have either the
authority or knowledge to drive the project.) In a start-up company, the team
leader is often the entrepreneur; in a small company, the owner; in a larger
company, a senior executive or an underwriter’s lawyer (typically engaged by an
investment banker to comply with securities regulations).



A lead writer or editor ensures the document has a logical structure, and that its
language is simple and clear. If several people are working on the document, the
lead writer or editor verifies the document has a consistent tone, and the
individual parts form a coherent whole. The editor also provides a sharp eye for
catching embarrassing typos or spelling errors.



Lawyers for your company, or the underwriter, know the details you must include
in your document – especially if you’re preparing an SEC registration or
disclosure document.
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An investor relations expert knows firsthand how financially sophisticated your
investors are. Investor relations people know the questions investors often ask.
They also know where past documents hadn’t provided enough detail.



A compliance adviser provides guidance to the writer, with your lawyers, about
necessary items of information to include in the document – especially if you’re
preparing SEC registration or disclosure documents.



A production person understands how to print and mail your document so you
don’t exceed your in-house abilities or budget. Look for Do-it-yourself tips on
printing and delivering your plan in sections 6 and 11.



A marketing person provides market survey research or polls on your investors.
The marketing department usually knows what terms your investors are likely to
understand. They can also gather important evidence to support the claims you
make in your business plan.



An information designer is a graphic designer who works closely with the writers
to present complex data visually. There’s more on graphics in section 6.

Organize Now and Save Time!
It’s easy to misplace the evidence you gather to build your case – or, as my daughter
says, “I didn’t lose it, Daddy. I just can’t remember where I put it.”
It is a major time waster when you’re writing your business plan to have to stop and
search or, worse, look for information you’ve already gathered again.
Organize yourself early in the process and avoid this mistake. It will help you focus on
writing your document and save you from unnecessary “search missions.” Simply get a
large, three-inch, three-ring notebook and section dividers. Then create the following
tabs, one for each heading or subhead:
I.
II.

III.

EXECUTIVE SUMMARY
THE BUSINESS
A.
History and organization
B.
Products and services
C.
Industry information
D.
Marketing and sales activities
E.
Operations
F.
Litigation
G.
Tax aspects
H.
Other material factors
I.
Key milestones
MANAGEMENT
A.
Officers and key personnel of the company
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B.
C.

IV.

V.
VI.
VII.
VIII.
IX.

Directors of the company
Management relationships, transactions and remuneration
PROPOSED TRANSACTION
A.
Description of securities
B.
Capitalization
C.
Sources and use of proceeds
D.
Business valuation analysis
E.
Plan of distribution
F.
Dividends, distribution and redemptions
G.
Principal stockholders
RISK FACTORS
EXIT STRATEGY AND RETURN ON INVESTMENT
MANAGEMENT DISCUSSION AND ANALYSIS OF CERTAIN RELEVANT
FACTORS
FINANCIAL DATA
APPENDIXES AND EXHIBITS
A.
Resumes of key managers, and professional references
B.
Pictures of products or sample service brochures
C.
Government licenses and permits
D.
Market studies, company and third-party Reports
E.
Published information (for example, articles, quotes, facts, etc.)
F.
Patents, copyrights, trademarks, trade names, service marks, logos
G.
Significant contracts and lease agreements
H.
Management agreements
I.
Insurance (product, property, directors and offices, “key man” life
insurance, general liability, patent)
J.
Other significant items (e.g., pending litigation, contingent transactions
or commitments, transactions, tax or other regulatory rulings)

Next, organize your computer files for easy filing and retrieval. Create a main folder on
your computer called “Business Plan.” Then create folders within this file organized
according to the outline above.
I also recommend you print out web site or other electronic information and file the print
version in your notebook. This way, when an investor wants to conduct due diligence, it’s
readily available to copy and send by mail or by fax. I promise you: an investor is not
going to want a list of URLs to click through.
As you collect your evidence, file it in your notebook or electronic files. When it comes
time to write your plan, you’ll find everything to build your case in either your binder or
your electronic folders.

The Funding Process
I’m always asked, “How long do you think it will take?”
Unfortunately, most entrepreneurs’ experience with funding is limited to car loans or
mortgages, which are short processes, if you have good credit. Why? In these instances,
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there are plenty of institutions who want to “do your loan.” Second, the loan is secured by
an asset, like the car or home you are buying.
Funding your company is much different.
It’s a long, drawn-out process. It often involves several parties and professionals. Also,
unlike running a simple credit check on a loan applicant, due diligence is a much more
in-depth examination. It covers several areas and will depend on the type of investor
you’re dealing with; their prior knowledge of your industry, markets, products and
services; and your management team.
Below is a list of important milestones along the way to getting funding. The time
involved in each depends on you, your team, and the overall capital market environment.
1.
2.
3.
4.
5.
6.
7.
8.

Evaluate your business concept or idea
Prepare your written plan
Identify prospective investors
Prospective investors review your plan
Management meetings with interested investors
Serious investors conduct due diligence
Investor prepares Commitment Letter
Legal closing and funding occur

Two Market Realities You Must Understand
Whether prospective investors will decide that you are their best investment choice is
subject to these two market realities:


Your business must meet your prospective investors’ investment objectives before
they even consider it seriously.



To attract capital, your business must create economic value greater than the cost
of the capital you employ.

Let me explain the second bullet further.If you put $100 into your bank account, you’d
expect it to earn interest, right? Of course you would! And, we call the interest you earn
a return on your investment.
Well, investors are no different. If they invest $100 in your business, they want a return
on it. For example, bankers may be content to get their money back plus 8 percent,
whereas investors often expect returns of 30 percent to 50 percent or higher.
Now, let’s say your investor is a bank. It lends you money at an 8 percent interest rate.
This means your business must make more than $8 ($100 x .08) in cash after it collects
all its revenues and pays all its bills and taxes. If it doesn’t, you can’t cover the cost of the
capital you employ ($8 = $100 x 8%) and return the $100 to the bank at some future date.
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Only if your business can create more economic value than the cost of the capital you
employ will it be able to attract more capital. If it can’t produce enough money to cover
the cost of capital it employs or needs to employ, then investors will look elsewhere. It’s
that’s simple.

The Magic Formula for Raising Capital
The truth is that any method for raising capital has a bell curve. You remember that
curve-shaped graph that looks like a bell that you learned about in statistics? Similarly,
nearly every method has a group of high performers and a group of low performers. The
high performers are the ones on the right-hand tail end of the bell curve. The low
performers are on the left-hand tail end of the curve, and in between – the high thick part
of the curve – is the norm.
Every method you hear about will always point to its high performers as evidence the
method can work for anyone.
But the truth is that more often than not the reason the system worked for these high
performers was because these people did their homework, were persistent in their efforts,
and believed they could do it.
If you need some inspiration, get a free copy of this short e-book, on the power of
thought:
As A Man Thinketh
by James Allen
http://thinketh.bizplansecrets.com/
Or find out why those who do things in a certain way – whether on purpose or
accidentally – get rich with a free copy of:
The Science of Getting Rich
by Wallace D. Wattles
http://science.bizplansecrets.com/
You’ll find them both helpful during your journey towards getting funded.
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2. Gathering Evidence and Picking Out Talking Points
Arguments – product or service differentiation, your unique value proposition,
projections, cost advantages or whatever they may be – are effective only when backed
with hard, verifiable evidence.
The business plan that has some message of value to carry gathers a mass of evidence –
facts, figures and specifications on which to base its arguments – and then selects the
particular talking points that will appeal to prospective investors. Through a systematic
approach, you can discover the relative values of various arguments almost to a scientific
nicety.
In the same way a trial attorney gathers evidence before he presents his case, you must
gather evidence to present your business plan.
Bridging the Investor Confidence Gap requires truthfulness and full disclosure of all
evidence and risks, so that investors can decide beyond any reasonable doubt whether
you are the right investment choice for them.
Consider this the “discovery phase” of your trial.
This is where you gather, organize, and review your evidence to build your case. This
evidence is the same information your investors will want to review when they are ready
to conduct their “due diligence,” before closing a deal.
Encarta defines “evidence” as a sign or proof: something that gives a sign or proof of the
existence or truth of something, or that helps somebody to come to a particular
conclusion.
How you gather and classify this evidence, and how you decide which points are most
effective, are the subjects in this section.

First, Sell Yourself on Your Idea
Architects can sit down and design a house on paper, showing its exact dimensions, the
finish of every room, the location of every door and window. They tell you specifically
how to build your house, but before you can begin building, you have to gather the
bricks, mortar and lumber – all the materials to build it.
Like the architect, the business plan writer must know how to write a business plan. You
must know how to begin, how to work up interest, how to present arguments, how to
introduce sales techniques, how to work in a pinch, and, how to close. The first step in
preparation is to gather the material.
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And just as you select cement or brick or lumber according to the house you want to
build, you must also gather the particular material you want for your business plan.
Classify it and arrange it so you can quickly select the best data and information.
A successful business plan draws arguments and talking points from many sources: from
your business, from your customers, from your competitors, from the news of the day,
and from your knowledge of human nature.
“What shall I do first?” You ask.
“Sell yourself on your idea.” This is advice that every salesperson and business plan
writer in the country could well afford to take to heart.
Sell yourself; that is, answer every objection that you can think of, test the venture from
every conceivable angle, measure it by other similar businesses, learn its points of
weakness and of superiority, and know its possibilities and its limits. Convince yourself
and sell yourself, and then you will be able to sell others.

What to Gather…
Your first source of material for your business plan is in the business itself. Your
knowledge must run back to the source of raw materials (tangible or intangible). Know
the kinds of materials used, where they come from, the quality and quantity needed.
Examine the difficulties in getting them, the possibilities of a shortage, all the problems
of mining or gathering the raw material, and getting it from its source to the plant – a vast
storehouse of talking points.
Next is a full knowledge of the manufacturing or assembly methods you’ll employ (if this
applies to your business). Understand the method of handling work in the factory, the
laborsaving appliances used, the specific manufacturing methods used, the time needed in
turning out goods, the delays that are liable to occur. All of these are relevant and may
provide the strongest selling arguments.
Equally important is an inside knowledge of the various methods you’ll use to market,
sell, and deliver your goods or services. You also need to know how you’ll handle orders.
Study how to control deliveries and what delays are liable to occur. Learn how you’ll
pack your goods, the condition they’ll be in when the customer receives them, and the
probable time they take to reach the customer.
Another important source of information is a profile of your targeted customers, whether
they are slow payers or if they always discount their bills. You need to know whether the
data shows an increasing demand from these customers or a demand that barely holds its
own.
From here, move on to what many consider the most valuable material of all – the
customers themselves. As a general proposition, the more you know about the people to
whom you’re selling, the more likely your business will be successful.
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First, you want to know the size and character of the targeted customer’s business. You
should know the customer’s location, not merely as a name that goes on the envelope, but
some relevant facts about their state or locale. If you can find out something about your
customers’ standing vis a vis their competition, it will help you understand their
problems.
You’ll be in an even better position if you know something about the personal
peculiarities of your target customers. If you understand their hobbies, their cherished
ambitions, or their home life, you can shape your business in a more personal way. To
research such information either through your own industry experience or by researching
demographic or market studies is easy.
A third source of information is a study of your competitors – firms who are directly or
indirectly in the same line of business and going after the same trade.
Examine the quality of competitors’ products, the extent of their lines, their capacity to
handle orders. Study the satisfaction their goods deliver, the terms by which they sell
their goods, the managers that are hustling and up-to-the minute in their methods.
You can also find information, inspiration and suggestion from researching other
companies – not necessarily competitors, but firms in a similar line of business.
Then there are various miscellaneous sources of information. You should diligently study
industry reports, market studies, Web searches, and advertisements in general periodicals.
As you seize on new methods and ideas, file them for further reference.
Sales departments are an excellent place from which to draw talking points for your
business plan. Interview salespeople, customers or prospective customers to get
information that can help build your case.
Some businesses get convincing arguments by taking detailed surveys of prospective
customers – asking them for reports on existing products or services, their frustrations
and pains, and likes and dislikes. You can likewise get valuable pointers from complaints
showing a need for doing things differently.
Why not also tie in the news of the day to your business plan?
Consider, for example, changes in raw materials prices, drought, late seasons, airfare
rates, fires, bumper crops, political discussions, new inventions, scientific achievements,
and so on. There is hardly a happening the shrewd business plan writer cannot work into
a business plan to attract the interest of a prospective investor.

Do Your Own Due Diligence
Conducting your own due diligence is part of selling yourself on your idea.
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Think about it.
What do you do before you buy a car or home?
Don’t you study and research the item and, in effect, “sell yourself” on it before you buy
it?
Of course you do.
That’s what due diligence is. In fact, by doing your own due diligence, you’ll have
already gathered most of the information that investors will ask for to fund your business
plan.
Use the Due Diligence Checklist in Appendix A. Venture Planning Associates
(http://ventureplanassoc.bizplansecrets.com/) prepared it for the San Diego Regional
Technology Alliance Conference. It’s provided here with their permission.
It represents a standard list of due diligence information items to provide to prospective
investors. Certain items may not apply to your company, its subsidiaries and joint
ventures, and you may need to add other items as you develop your plan

Classifying Your Material
You’re wasting time gathering information unless you classify it and keep it where you
can find it instantly. Use your notebook and computer folders to file your ideas,
documents, articles, pictures, and so on. Keep them close as you write your plan and
readily refer to them.
The notebook, computer folders or whatever method you finally use for classifying and
filing materials is indispensable. Use individual pages or note cards to capture your ideas
on each general subject, such as raw material, manufacturing processes, shipping
methods, uses, improvements, testimonials, and so forth. Be sure to include specific
information that is critical to help build your case.
The data may consist of notes you have written, bits of conversation you’ve heard,
extracts from articles you’ve read, advertisements you’ve seen about other companies,
and business circulars – material picked up from a thousand sources.
Remember, your story will be far more compelling if you back it with hard, verifiable
facts.
For booklets, pamphlets and bulky materials you gather that cannot be hole-punched or
put into a book, keep them in manila folders. It’s the most convenient way to classify and
file heavy material.
No matter what filing system you use, it must be a growing system; it must keep the
materials and information you pick up during your day’s work up–to-date.
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Sure, much of the materials you gather and save you may never use. But, it’s wise not to
pass up an anecdote, an industry article, an analyst’s report or a forceful argument,
simply because you don’t see at that very moment how you might use it.
Chances are, the time will come when that story or that figure of speech will serve to
explain some point you are trying to make. Also, don’t be too restrictive with your
material, for ideas spring from many sources, and information about firms in different
lines inspire ideas, analogies, or inspiration that will help you develop an original talking
point. You’ll find your sources of material limited only to your ability to see the
significance of a story plan, a figure of speech or an item of news, and to connect it with
your particular proposition.

Sources of Evidence
The following are good sources from which to gather evidence for your business plan and
key areas to focus on.
I.

The Business
A.
Raw Materials Sources
1.
Quality
2.
Supply
3.
Price
B.
Manufacturing Processes
1.
Capacity
2.
Equipment
3.
Timesaving Devices
4.
Improved Methods
C.
Departmental Knowledge
1.
Sales Methods
2.
Credit Policies
3.
Receiving & Shipping
D.
Cost Structure
1.
Labor Costs
2.
Overhead
3.
Tax Advantages
E.
Customer Profiles
1.
Credit Status
2.
Trends
F.
Documents
1.
Letters
2.
Advertisements
3.
Reports
4.
Testimonials
G.
Personnel
1.
Acquaintances of Officers
2.
Interest & Relations of Officers
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3.

Backgrounds

II.

The Customers
A.
Character or Kind of Business
B.
Size of Business
C.
Length of Time in Business
D.
Location & Local Conditions
E.
Competition
F.
Standing with Customers
G.
Methods & Policies
H.
Hobbies & Personal Peculiarities

III.

Competitors
A.
Goods or Services
1.
Quality
2.
Extent of Lines
3.
New Lines
B.
Policies
1.
Terms
2.
Treatment of Customers
C.
Capacity
1.
Size of Plant
2.
Equipment
3.
Order Handling
D.
Methods
1.
New Campaigns
2.
Advertising
3.
Aggressiveness

IV.

Other Methods (Not Competitors)
A.
Methods
B.
Advertising
C.
Sales Campaigns

V.

Miscellaneous
A.
Supplier
1.
Methods
2.
Capacity
B.
General Market Conditions
C.
Current Events
D.
Advertising
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Web Evidence
Here’s a partial listing of available resources to help you gather information from the
Web, to build your case:
1. General economic information.
FedStats
http://www.fedstats.gov/
This is the gateway to statistics from over 100 U.S. Federal agencies.
Organisation for Economic Co-operation and Development
http://www.oecd.org/home/
The OECD consists of 30 member countries sharing a commitment to democratic
government and the market economy. Best known for its publications and its statistics,
the OECD covers economic and social issues from macroeconomics to trade, education,
development, science and innovation.
The U.S. Census Bureau
http://www.census.gov/index.html
The Census Bureau serves as the leading source of quality data about the people and
economy of the United States.
2. General information and research.
RobertNiles.com
http://nilesonline.com/data/
Check facts and download reputable data on everything from public safety to campaign
contributions... you name it.
Information Please
http://www.infoplease.com/
Information Please has been providing authoritative answers to all kinds of factual
questions since 1938 – first as a popular radio quiz show, then starting in 1947 as an
annual almanac, and since 1998, an Internet source.
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3. Competitive, market and industry research.
Market Research, Industry Research, Business Research
http://www.virtualpet.com/industry/howto/search.htm#general
This major research portal has a step-by-step process for researching industries and
companies. Following the entire process will allow you to gain an understanding of the
industry or firm, far beyond that gained by focusing purely on financial data. You can use
specific parts of the process to find out certain aspects of the industry or company
rapidly.
Bizjournals
www.bizjournals.com
News and information from a few dozen business publications in more than 40 major
U.S. markets.
U.S. Securities and Exchange Commission (SEC)
http://www.sec.gov/edgar.shtml
Access and download (for free) company registration statements, periodic reports, and
other forms filed through EDGAR (Electronic Data Gathering, Analysis, and Retrieval
system). Here you’ll find links to a complete list of filings available through EDGAR,
SEC filing forms, position statements and instructions for searching the EDGAR
database.
U.S. Business Reporter
http://usbusinessreporter.bizplansecrets.com
A business research web site that offers business professionals, managers, entrepreneurs,
college professors, and students a broad array of research topics that reduces the time to
find important business, industry, and financial data statistics and forecasts. You will
have to pay to use the site (as of this publication, $99.95). I’ve found it to be a useful
research in my research.
Bizminer
http://bizminer.bizplansecrets.com
This site offers hard-to-find industry analysis for your business plan. They bring you
quality marketing plan research and financial analysis, unavailable from other sources, at
very affordable prices.
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Small Business Plan Guide
http://www.smallbusinessplanguide.com/
A wealth of resources, relevant, accurate, and current information to support your
strategies and financial projections.
American Demographics
http://www.demographics.com/
You guessed it… if you need consumer or demographic information, this site has many
free reports about consumer spending in the U.S. as a whole and by statistical area.
Start with these and gather as much evidence as you can, so the case you build for your
business is truthful and strong, and will excite investors.

Selecting Your Arguments
Gathering and classifying material available for arguments is only preliminary work.
A wide knowledge of human nature is necessary to select from your evidence the
arguments that will appeal to a particular investor or class of investors you are trying to
reach.
A question I often hear is, “When you sit down to write your business plan, how do you
pick out your talking points?”
Well, I suggest you first put down your pen or take your hands off the keyboard.
Study your proposition, picture in your mind’s eye the person to whom you are writing,
identify that person’s viewpoint, pick out the arguments with the most appeal, and then
write your plan to that individual.
In fact, here’s what Warren Buffett says he does when he writes Berkshire Hathaway’s
annual report:
“When writing Berkshire Hathaway’s annual report, I pretend that I’m
talking to my sisters. I have no trouble picturing them: Though highly
intelligent, they are not experts in accounting or finance. They will
understand plain English, but jargon may puzzle them. My goal is simply
to give them the information I would wish them to supply me if our
positions were reversed. To succeed, I don’t need to be Shakespeare; I
must, though, have a sincere desire to inform.”
Most business plans lack aim; instead of building a case that leads investors to decide
whether the business is the right investment for them, they “fire away” in hopes that some
of the shots will take effect.

http://www.business-plan-secrets-revealed.com

24

You can probably say a hundred things about your business that you want to market. But,
it takes knowledge of human nature and of selling skills to single out the particular
arguments that will carry the most weight with the individual to whom you are writing.
To make your plan more effective, write directly to an individual who most nearly
represents the investor you’re trying to reach.
Avoid selecting the arguments that are nearest at hand – those viewpoints that appeal to
you. Instead, look to outside sources when selecting your talking points.
One of the most fruitful sources on what to emphasize is the customers who have bought
your goods or services.
The features that induced them to buy your product, as well as the things that they talk
about, are the very things that will induce others to buy that same product. Find out what
pleases those using your goods, and you may be sure that these same features will appeal
to other prospects. This sort of evidence – coming from your customers rather than you –
also makes it far more valuable and convincing to an investor.
But don’t stop there. Also get information from the customers who did not buy your
product or service. Learn their reasons for not buying from you, find out what objections
they have against it; where, in their estimation, it fell short of their needs. You can rest
assure that other prospects will raise the same objections and it is a test of good selling
skills to anticipate criticisms and present arguments that will forestall such objections.
You probably have valuable evidence – advertisements, letters, circulars, reports and
other information to help build your case loaded in your office files. Here is a sampling
of what you might find.
Twenty-seven pieces of evidence to build your business case.
1. Articles/press stories: Articles about your company or products help build
credibility, provide objective view points, and often include third party
research, especially when the articles are unsolicited.
2. Associations: Membership in associations can demonstrate that you or your
business have met certain minimum requirements. For example, doctors who
are certified by specific medical boards, accountants who are certified, etc.
3. Awards: These give third party verification to your product or level of service.
Your company may be the recipient of a Supplier of the Year award, or
perhaps you received a prestigious industry or service award that demonstrates
that you are a recognized industry expert or business leader. These types of
awards can build credibility and provide evidence to support the claims you
make.
4. Charts and graphs: These are excellent ways to present or compare data to
investors, especially charts and graphs prepared by third parties like the
census bureau. Census bureau charts can show market demographics clearly
and provide credibility at the same time.
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5. Client lists: A client list shows you are established and can paint a picture of
the type of clients you deal with through association. If you deal with
divisions or departments of large multinational customers, rather than using
the company name IBM include the specific departments, facilities, or
divisions.
6. Comparisons: Like charts and graphs, third party comparisons are very
effective ways to compare product performance, test results, market sizes,
customers, competitors, you name it. Often including published comparisons
of competing products in your market space can show how your product
would be positioned in the marketplace. When the comparison of the other
products was done by a third party and you are just providing an additional
comparison of your product, this shows that the points of comparison are
relevant and that the information on the competing products has been verified.
7. Compliance checklists: Demonstrate that your products or service are
compliant with certain established standards. For example, it’s more
convincing to show that your product complies with environmental standards
via a checklist than simply to say your product is compliant.
8. Corporate books and records: These can include charters and bylaws, minutes
of meetings, shareholder list and other stock records, qualifications and
registrations, and annual and quarterly reports, all of which substantiate your
claims about share ownership, dividends, and incorporation.
9. Debt documents: Prove things like principal, interest rates, terms, and
collateral – all important things investors will want to know about existing and
proposed debentures.
10. Deeds, title documents: Prove your ownership of land and disclose other
important information about boundaries and past owners.
11. Earnings reports/financial statements and projections: Show investors what
you’ve made, where you spent and made your money and where you plan to
make it in the future. This information is key to supporting the value you
place on your business.
12. Endorsements: Political candidates use endorsements all the time.
Endorsements by industry leaders show support for your product or service
concept.
13. Examples of savings: Examples that clearly show how your product or service
can save your customers money will help convince investors that what you’re
selling adds value in the marketplace.
14. Expert opinions: As long as these are objective, they can validate things like
the value of your intellectual or tangible property. Use expert reports to
support claims about market trends, the safety of products or security of your
computer network. Expert opinions can help investors assess your claims
quickly and gain confidence in your plan.
15. Facts and figures: Claims like biggest, best or least expensive are
meaningless without fact and figures. Support all your claims. No matter what
you claim, there is almost always someone who has tracked or analyzed the
important statistic that backs it up.
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16. Insurance Policies: Sometimes investors want to know that you’re carrying
“Key Man” life insurance policies on key employees or owners. Referencing
the term and insurer saves everyone time and makes for one question that
won’t need to be asked. If you’re a start-up and plan to get this type of
insurance, disclose the insurers you have talked with and the terms they
quoted.
17. Performance audits: Again, any third-party audit adds credibility to your
claim. For example, if your business just passed an ISO quality audit, it
demonstrates that you are on top of your business’ quality system and that it’s
working as designed. The same is true for customer audits. Don’t just say your
product performs better than your competitors’ under certain conditions –
demonstrate it through a performance audit.
18. Photos/videos: Pictures are worth a thousand words and they make it easier to
understand concepts and help investors feel that your claim actually exists. It
is more powerful and believable to see a picture of a prototype than to just
read that you have had a prototype built.
19. Product demos: Showing how your product or service works not only makes it
easier to understand but it demonstrates that it actually works. A word of
advice: Keep your demos short and simple. Investors don’t like long, drawn
out presentations.
20. Proprietary Rights/Patents/Intellectual Agreements: If you claim you have any
of these, back them up. Don’t say you have a patent if it is Patent Pending. If
you have a patent, give the patent number and type of patent.
21. Quotes/Contracts/Agreements: One of the best ways to support your sales
forecast is to tie it to actual contracts or agreements. If you have a key
arrangement with a specific supplier, a contract or agreement gives it real
value to an investor.
22. Standards lists: If you claim that your product meets certain minimum
standards, reveal the standards list you are referring to.
23. Statistics: Use these to help investors draw inferences. For example, I recently
sat in on an investor call about doing business in China. On the call, a car
manufacturer talked about auto density—the number of cars per licensed
driver to demonstrate the large market opportunity and potential growth for
the auto industry in China.
24. Tax materials: Use your tax returns, tax opinions from tax preparers, etc. to
support tax strategies or estimated payments and liabilities.
25. Technical drawings: Use technical drawings to show that your product is more
than just a concept. You can even use technical drawings to show facility
layouts and work flow.
26. Test/lab results: Has your product been UL tested? Share the results. If you
don’t have third party testing, use your in-house test results to demonstrate
why you believe your product will pass outside scrutiny and ensure that you
can release it in the time frame you propose.
27. Testimonials: Testimonials are different from endorsements in that these come
from people who have actually used your product or service and are attesting
to its form, fit, function and benefits.
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The most progressive businesses thoroughly test their business plan. They regularly
review the plan’s arguments, schemes, and talking points. The arguments and appeals
that prove most successful make it into the final version of the plan and the presentation
pitch.
Know your business, and know your goods – from the source of the raw material to the
delivery of the finished product. Then when presenting to investors, pick out the
arguments that will appeal to them. Look at your proposition through the eyes of your
prospects, sell yourself on your plan first, and you will find the talking points to present
to prospective investors.
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3. Show Me the Numbers
It’s important to support your financial projections and estimates with thorough research
and verifiable evidence. Avoid using general, unsubstantiated claims of market share,
sales revenues, expenses, growth, and so on. They arouse suspicion and can weaken your
credibility.
If your numbers don’t fit logically to the arguments you present or the case you’re
building, potential investors will see right though your plan. That’s why you need
evidence to back up all your assertions.
More importantly, no matter how much you hate “the numbers,” learn how to read and
interpret your financial statements. After all, they are your numbers. No matter who
prepares them for you, investors expect you to know and understand the numbers; don’t
let the numbers intimidate you.
This section covers some of the basics you need to evaluate your plan financially, and to
present the numbers clearly to investors. Remember, the market will only pay you for the
economic value you create – and that’s what the numbers are all about!
If you are seeking financing for a new business, you might wonder about the relevance of
the numbers you’re putting together. After all, if you have not yet launched your
business, aren’t any numbers just pie in the sky?
Not really. Where there is no history to predict future cash flows or performance, the
investor has to rely on financial projections. The biggest mistake I see entrepreneurs
make with their projections is that they don’t provide a basis for them. What do I mean
by this?
Let’s take a guy I’m working with now but change the industry and concept to protect his
idea. He wants to establish a regionally branded chain of luxurious, quick service plastic
surgery centers. These centers will provide a series of personalized, noninvasive
treatments and procedures.
He sent a set of financial projections to me that showed revenue (sales) of over $8.0
million in the first year. He estimated these sales in detail by procedure: 100 of this
procedure times this much money. It looked great. Then I asked him on what basis did he
determine how many procedures he’d perform?
He responded that he knew people who are working so many hours a week and making
so much a month and they’re not even advertising, so he would easily hit these numbers.
I then asked how much revenue does a typical center like this make in other businesses,
like chiropractors or beauty spas. “No one else does what I’m going to do,” he replied. I
researched the Internet and quickly found an article that had the following information:

http://www.business-plan-secrets-revealed.com

29

Medi-spas are the fastest-growing part of the spa industry. According to Eric
Light, president of the International Medical Spa Association, based in Union
City, New Jersey the estimated annual revenues for doctor-run medi-spas is $450
million and the annual growth rate is 11% to 14%. Of the 9,000 spas in the U.S.
only about 500 are medical spas. Unlike day spas, medi-spas have a doctor on
staff. Thus they can perform more complicated and costly appearance
improvement procedures. Also unlike traditional medical practices where the
insurance company controls fees, the market decides the fees for medi-spas
services. So while an aesthetician can generate $100 to $200 an hour to a doctor, a
medi-spa practice can generate $2,000 in one hour for four Botox injections.
Now here’s a guy saying he’s going to make $8.0 million a year right out of the box
when the average medi-spa only makes $900,000. See, he never really “did the numbers.”
Had he done his homework he would have been able to substantiate why he was
projecting the number of procedures he was projecting. He would have been able to say
that although the average center generates $900,000 a year, he expects to do better than
this because he was going to offer this or that procedure that others can’t offer He could
also say that he was going run an ad campaign directed at a certain target market that
would reach 100,000 potential customers, and based on the typical response rate for ads
in this medium, he could expect a 1% response, of which 5% would close, equating to X
dollars in revenues..
See how an investor can latch on to this? The impact generated by credible numbers is
fantastic. When investors feel that the numbers have some credibility, they can start to
place some reliance on them and move more quickly to an investment decision. They’ll
run their own numbers to determine what kind of future cash flow streams they feel the
business can generate under various scenarios and then determine whether or not and
how much to invest and what kind of return they want for the risk they’re taking.
To the investor, no matter whether the business is a start-up or an ongoing business, it is
all about the numbers.
An ongoing business that needs money to expand also needs to project what their future
cash flows will be to see if they can service a loan or generate a return on investment for
their investors. The investor, whether it’s a bank that is lending money or an equity
partner who is putting in money, wants to know that they’ll get a return on the money
they loan or invest.

Start from a High-Level
I always tell my clients: “Do the math.”
Before you invest any more time in your venture, make sure you run the numbers to find
out how much revenue (cash in) you can make and how much expenses, working capital,
equipment and facilities (cash out) you’ll use. Spread your analysis over the first 24
months, then yearly for years three, four, and five.
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At this point, just keep your analysis at a high level. All you want to do is be sure your
venture has a good chance to produce cash. If it doesn’t, then you either need to do more
research, change your strategy, adjust your plan, or ABORT!
Let me give you an example. Suppose you’re thinking about starting a subscription-based
Internet business. Your market research shows that there are 75,000 potential customers
for your service. Based on the results of your test marketing and research on e-commerce,
you project that 1.5 percent of these potential customers will sign up for your service.
You also did some research on pricing, and determined that $179 a year would be a
competitive annual fee for your subscription service.
Side note for do-it-yourselfers:
I have arranged with SiteSell.com for you to download a free PDF-formatted copy of the
Make Your Price Sell! pricing book. This “behind-the-curtain-look” shows you how to
identify your product’s or service’s most profitable price point easily and clearly with
MYPS!
So, take advantage of the free download. The information alone in this book could be
worth thousands of dollars to your business... and it’s free.
Sure, SiteSell.com is hoping that you’ll use their system... and it is excellent. But even if
you don’t, you’ll be way ahead of the pricing game because of the specialized knowledge
that you gain through this free book.
Click here to download the Make Your Price Sell! e-book. (http://www.business-plansecrets-revealed.com/mypsdownload.html)
Now take out your calculator to do some simple math to see how much revenue per year
you think you can produce…
75,000 x 1.5% x $179 = $201,375 per year
Next, look at your research to figure out your expenses, working capital, equipment,
facilities and so on. Let’s say your research reveals you’ll need the following:
I.

Operating Expenses
A.
Hosting service
B.
e-Commerce add-ons
C.
Affiliate commissions
D.
Internet Service Provider (ISP) fees
E.
Web site development/programming
F.
Pay per click ads
G.
Software tools
H.
Print advertising
I.
Office supplies
J.
Office rent
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II.
III.

K.
Phone
L.
Property insurance
M.
Medical insurance
N.
Postage
O.
Travel
Working Capital
A.
Inventory
Capital
A.
Computer & peripherals

Let’s say you research each line item and determine that your first-year operating cash
needs a total of $80,000, working capital $5,000 and capital $15,000.
After checking with your accountant, you decide that a flow-through Limited Liability
Company structure is best for you. As a result, you estimate 15 percent for federal taxes
and 5 percent for state taxes.
After you put everything together, your first-year cash flow looks like this:
Revenue
Operating Expenses
Net before taxes
Taxes: State (5%)
Net before Federal Taxes
Taxes: Federal (15%)
Your Net Income
Less other cash items:
Inventory
Capital
Net Cash Flow to You

$201,375
80,000
121,375
6,069
115,306
17,296
98,010
5,000
15,000
$ 78,010

This exercise is clearly a general analysis, and not intended to be exact. It’s intended to
make you think, show you how to tie your plan to the numbers, and see if the venture is
worth any more of your effort. Play high-level “what ifs?” Ask yourself: What if we let
people advertise on our site? How much more would we make? How would our costs
change? What if only 0.5 percent of our target registered? What would our numbers look
like then?
The point of all this is to be sure that you are converting your ideas and plans properly
into their monetary equivalents. Change an assumption – change your numbers, or get a
new piece of information – and then change your numbers. I like to consider the numbers
my sandbox. By converting your business plan and strategy into numbers you can shape
them, change them, even mess up, and not lose a dime. But once you start carrying out
your plan, you’re playing with real money!
Let’s say you’re comfortable that your plan is worth taking to the next step.
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Then it’s time to prepare detailed financial statements. But, writing about accounting and
finance, just like doing accounting and financing, requires a great amount of patience and
practice – and an entirely separate book. So, I’m going to cover just the basics here and
give you other resources to help you understand the numbers and get them right.

Financial Statement Basics
The basic financial statement reports include three financial statements:
1. The statement of earnings (P&L, Income Statement), which summarizes the
results of the company’s business operations (revenue and expenses)
2. The statement of financial position (balance sheet). It lists the company’s
assets and the claims against them: liabilities and stockholders’ equity
3. The statement of cash flows (cash flow statement), which measures the flow
of cash into and out of the company
If many subsidiaries or divisions make up your company, then present the financial
information of all your holdings as one “consolidated” company. Now, who actually
prepares a company’s statements differs from company to company. Most often, an
accounting staff or outside accountant prepares the statements.
But regardless of who prepares your statements, they must follow specific rules and
financial reporting guidelines. Associations – like the Financial Accounting Standards
Board (FASB), a private organization of accounting professionals, and the Securities and
Exchange Commission (SEC), a U.S. government agency – are responsible for setting
these rules and guidelines.
There are also generally accepted accounting principles (GAAP) to help ensure that the
financial information reported is reliable and consistent in form with the reports of other
companies.
With all that said, there is still much left to a company’s discretion when it comes to how
they report their financial performance. From the names of the statements themselves to
the accounts within them, even how they calculate the numbers can differ from company
to company within a similar industry.
However, it’s important for you to understand that in the end you, as the owner or officer
of your company, are responsible for the fair presentation of your numbers, not your
accountant.

The Statement of Earnings
The Statement of Earnings has several names: the income statement, earnings report,
statement of profit and loss, or just the “P&L.” This statement of earnings shows how
much revenue you produce by selling goods or services to customers during a specific
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time period (for example, a month, six months, a year). It also shows the costs and
expenses needed to produce this revenue during the same time period.
For this information to be useful in evaluating trends, present it alongside comparable
time periods, for example, this year versus last. The net earnings (or loss), often literally
the “bottom line” on the statement, shows how much you earned (or lost).
The statement of earnings shows several key numbers you should be familiar with. It
shows you your:
1.
2.
3.
4.
5.

Revenue
Gross profit
Operating income (or operating profit)
Net earnings (or net income, net profit)
Earnings per share (if applicable)

Let’s go through these one by one.
Revenue
For the typical company, revenue represents the sales you made during a certain period,
even if you haven’t collected the money for the sale yet.
You earn revenue when you do one or more of the following:




Sell a product and/or service to a third-party
Lease and/or rent equipment or property to others
Receive interest from loans made to other companies or individuals

Some companies have only one source of revenue; others may have several.
Gross profit
Gross profit represents the difference between the revenue you make from a sale of your
product or service and the expenses that directly produce them. For example, if your
company makes furniture, then the costs of the wood, stains, labor to make the furniture,
electricity to run the shop equipment, and so on are all costs to produce your furniture.
Subtract these costs (or cost of sales, cost of goods sold) from your revenue to arrive at
gross profit (or loss).
Operating income (or operating profit)
Besides, the expenses needed to produce your goods and services, you also incur
operating expenses. These expenses include, for example, advertising, salaries, rent,
research and development, office supplies, and any other administrative expenses.
Subtract these operating expenses from gross profit to find out your operating income (or
loss). Your operating income thus represents your revenue minus all the expenses needed
to produce that revenue.
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Net earnings (or net income, net profit)
Net earnings is literally your “bottom line.” It is your operating profit minus all other
expenses for interest, taxes and other non-operating expenses. Thus, after you subtract all
your costs and expenses from your revenue, you’re left with net earnings (or loss). When
revenue exceeds expenses, the bottom line shows a profit. When expenses are greater
than your revenue, the bottom line shows a loss. Period-to-period growth in net earnings
is usually a signal that your company is doing well.
How does this differ from operating income? Operating income is the amount of money
you make or lose after deducting the costs of operating your business (materials, labor,
overhead, selling, general and administrative expenses) from your revenues. Net income
is the amount of money you make or lose after deducting not only the costs of operating
your business but also all other expenses like taxes, interest, gains or losses on the sale of
assets, etc.
Earnings per share (if applicable)
Earnings per share (EPS) shows how much money your stockholders would receive for
each share of stock, if your company gave out all the net earnings it produced during the
period to your stockholders. For example, if the net earnings for the period are $1 million
and 500,000 shares are outstanding, the earnings per share are $2 ($1 million ÷ 500,000
shares = $2).
Although all net earnings belong to your stockholders, it’s unlikely you’ll give them the
entire amount. You need to keep money in your business to grow. So you need a portion
of your net earnings to reinvest into your company. The retained earnings amount on
your Statement of Financial Position is the total amount of your net earnings since you
started your business minus any distributions you made to stockholders.
Even though the term “retained earnings” may suggest that you may have a large pool of
cash stashed somewhere, that image is misleading. Your retained earnings is part of
stockholders’ equity on your Statement of Financial Position. It represents the portion of
your company’s assets financed from profitable operations rather than from selling stock
to investors or borrowing from external sources. To the extent that you reinvest those
earnings profitably, your stockholders benefit from that reinvestment over the long term.
A second way your stockholders benefit from retained earnings is through the dividends
you elect to pay them. You and your board of directors, with the advice of management,
decide how much to pay in dividends per share. Companies usually pay dividends
quarterly; however, many companies don’t pay dividends at all, and a few pay dividends
irregularly.
What your statement of earnings tells you
Probably the most popular financial statement – because it has the one line item people
like to talk about – is sales revenue. The statement of earnings gives you an overall
picture of the company’s revenue, its costs, and the resulting profit.
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If your company shows a profit on the statement of earnings, find out why. Asking the
right questions can identify the reasons for a profit. Have you introduced a new product
that boosted sales? Has your management changed tactics, such as increasing efficiency
or entering new markets?
Has the competition changed, causing you to gain new customers?
If a profit resulted because the answers to these questions are “yes,” it can suggest that
your company is healthy and growing.
But be careful; sometimes, a profit can hide unsound business practices.
A profit on paper can sometimes result from practices that are not good for your
company’s long-term health. For example, cost-cutting is often desirable if it brings about
a greater efficiency without sacrificing quality. However, if you cut costs by reducing
product quality, it will probably cause you to lose sales in the future.
Remember too that a loss on the statement of earnings does not always point out a weak
company.
If you’re showing a loss, it might be because you’re investing heavily in research and
development to perfect future products, which may eventually result in greater future
profits. Or, your company could simply be experiencing temporary losses because of a
sudden unexpected change in your marketplace. As an owner, you must ask: “Are these
changes irreversible, or just temporary setbacks?”
Although revenue is an important number, measure more than just your year-to-year or
month-to-month revenue growth. Track the ratio of your total operating income to total
revenue. This ratio, called operating margin, tells you how much of every dollar you sell
you’ll have left over after you pay your operating costs.
Total operating income .
Total revenue
For example, if your sales revenue is $1,000 and your operating income is $200, then the
ratio of your operating income to your revenue is 20 percent; said another way, you have
a 20 percent operating margin. Thus, for every dollar of sales you produce, you can
expect to have 20 cents left over after you account for your operating costs.
Ideally, you want to see your operating income growing both as an absolute number and
as a percentage of total revenue.
Why? Because a growing operating margin usually means your company is growing its
operating income and becoming more efficient in managing its costs and operating
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expenses. What should your operating margin be? Well, that depends. There’s no “ideal
percentage” because this percentage will vary from industry to industry.
Also, if net earnings did increase over the same period, check to see if they increased at
least at the same percentage rate as your net sales increased.
If the answer is yes, that’s a good sign. If net earnings are lower in one period than in
previous periods, try to understand why. Sometimes there are valid reasons for lower
earnings. For example, intense competition may force cuts in prices, or the cost of
utilities may rise because of an unusually severe winter. Other times, a drop in net
earnings is a sign of a more serious change in your operations, markets, or industry.

Statement of Financial Position
The statement of financial position shows you the cumulative performance of your
company over time. It lists your assets versus liabilities and net worth. Sometimes called
the balance sheet, the statement of financial position reports your company’s financial
status on the specified date shown at the top of the statement. In other words, the
statement is like a snapshot of what your company is worth on that particular date. By
looking at this statement, you can tell:
1. What your company owns
2. How much your company owes
3. How much of your company belongs to the owners
The reason the statement of financial position is sometimes call a balance sheet is
because the section labeled “total assets” must “balance” with the sum of the other two
sections, labeled “liabilities” and “stockholders’ equity.” Like the statement of earnings,
your statement of financial position is most useful when compared to a previous date (for
example, the prior month end, quarter end, or year-end).
As previously mentioned, your statement of financial position has three main categories
of information. They are:
1. Assets (what your company owns)
2. Liabilities (what your company owes)
3. Stockholders’ equity (what belongs to your owners)
Assets
Your company owns things called assets. These things might be physical assets such as
buildings, trucks, inventories of products, equipment, and cash – or they might be
intangible assets such as goodwill, trademarks, and patents.
You classify assets as current or non-current, based on how quickly you can convert them
into cash. Classify assets that you can readily convert to cash within one year as current.
Examples include your accounts receivable or the inventories of products you hold for

http://www.business-plan-secrets-revealed.com

37

sale. Current assets also include cash and securities such as treasury bills and certificates
of deposit that you may convert to cash within a year.
Non-current assets are assets you do not intend to convert to cash, or which would take
longer than a year to convert. These include fixed assets like the property, plant, and
equipment you own.
How much you have in fixed assets will vary by company and industry. Manufacturing
companies, for example, often have a large investment in “Property, Plant, and
Equipment” (or PP&E) to produce the products they make. Service companies, on the
other hand, don’t need as much PP&E, and therefore usually have a small amount
invested in fixed assets.
Liabilities
On your statement of financial position, your debts (loans to you) are called liabilities.
All companies have liabilities, whether they are in the form of:





Money owed to banks and other lenders
Money owed to suppliers of goods and services (accounts payable)
Taxes owed to government authorities
Rents owed to owners of land and buildings

They are all liabilities and, like assets, you classify them based on when they will come
due and payable. If they are due within one year of the date of your statement of financial
position, then classify them as current (or short-term). If they are due after one year from
the date of your statement of financial position, then classify them as long-term.
Although liabilities are a necessary part of doing business, you must manage them
carefully. If you cannot pay the interest on time and repay the principal when due, your
creditors can force you to declare bankruptcy and either reorganize or disband your
business.
Stockholders’ equity
Stockholders’ equity includes the amount your investors put into the business in
exchange for new shares of stock in your company. It also includes the cumulative net
earnings of your company since it was started, minus any dividends you paid to your
shareholders.
On the statement of financial position, stockholders’ equity always equals the value of all
the assets minus all the liabilities. For example, if you have total assets of $10,000 and
total liabilities of $6,000, then your shareholders’ equity would be $4,000.
What you can learn from your statement of financial position
The statement of financial position (or balance sheet, as it is more commonly referred to),
has the next most popular item owners like to look at… cash.
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However, your balance sheet can tell you much more than just your cash position. Using
a few simple ratios, it can reveal the overall financial strength of your business.
Two things you want to get from this statement are total stockholders’ equity and the
ratio of total liabilities to total stockholders’ equity:
Total liabilities
.
Total stockholders’ equity
In general, the lower the ratio of liabilities to equity, the lower the risk is to your
company’s creditors, and thus the lower your costs will be when you borrow money.
Again, the ratio of the debt your company carries to your stockholders’ equity will vary,
depending on the nature of your industry and your financial strategy.
That’s why it’s important to get behind the numbers to understand whether a ratio is good
or bad. Take a company that has a high debt ratio, for example. They may be carrying a
high debt balance because they also have a high investment in tangible hard assets like
land and buildings that allows them greater borrowing capacity. This is a valid reason for
why their debt ratio is high, and why this high ratio is not a signal of financial weakness.
Use this statement to look for “hidden” information.
By its nature, the statement of financial position (balance sheet) focuses on assets, not on
liabilities. Of the three sections that make up this statement (assets, liabilities, and
stockholders’ equity), liabilities is the only section that has no total. (To find out what
your total liabilities are, simply subtract total stockholders’ equity from your total assets.)
Since many liabilities are contingent, they often will not appear on your statement of
financial position. That’s why it’s important to check the notes that go with your
statements to be sure you are properly disclosing all your liabilities, especial the not-soobvious contingent liabilities.
It’s also important to understand that your statement of financial position is based on
historical values. This often frustrates business owners – especially long-established
businesses that have large investments in land and buildings that have significantly
increased in value over the years, but whose “market” values are not reflected in the
statement.
Another source of balance sheet frustration for business owners and executives is the fact
that not every asset and liability can be measured in accounting terms.
Statements of financial position often omit assets that are hard to measure or don’t result
from specific past events.
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Take for example Coca-Cola’s trademark – estimated to be worth more than $50 billion –
which does not show up anywhere Coke’s statement. Or take Microsoft’s vast workforce
of programmers and specialists – they’re not valued anywhere on Microsoft’s statement
of financial position.
Excluding these intangible assets can create a wide gap between the more conservative
asset values shown in the statements and the actual market value of your company.

Statement of Cash Flows
The statement of cash flows tells you how and where cash flowed into and out of your
business, during a specific period of time that coincides with the same time period as
your statement of earnings.
Cash is your company’s lifeblood. It includes currency, checks on hand, and deposits in
banks. Cash equivalents are short-term, temporary investments – such as treasury bills,
certificates of deposit, or commercial paper – that can be quickly and easily converted to
cash.
I don’t have to tell you that you use cash to pay your bills, repay loans, and to invest so
you can provide goods and services to your customers. If all goes well, you use your cash
to create even more cash in the form of higher profits.
The statement of cash flows reports your sources and uses of cash, and the beginning and
ending values for cash and cash equivalents for the period. It also includes (near the
bottom of the statement) the combined total change in cash and cash equivalents from all
sources and uses of cash.
This statement shows the results of transactions in three categories:
1. The net cash provided (or used) by your operating activities
2. The net cash provided (or used) by your investing activities
3. The net cash provided (or used) by your financing activities
Net cash provided (or used) by your operating activities
Your principal source of cash is hopefully from your operating activities – in other words
from the business itself – thus the term “net cash provided from operating activities.” To
figure out how much cash you get from your operating activities, you start by gathering
the following amounts from your statement of earnings:



Net earnings – your profit (or loss) for the period
Depreciation expense for the period

Next, you calculate the change in the following items listed in your statement of financial
position by comparing the most recent balance for each item to the balance shown in the
prior period:
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Inventory. (Increases in inventories use cash and reduce the cash provided from
your operating activities.)
Accounts receivable, the sales you have not yet been paid for. (Increases use cash
and decreases provide cash.)
Accounts payable, the cash a company owes its vendors and suppliers. (Increases
provide cash and decreases use cash.)

The calculation is complex, and explaining it in detail is beyond the scope of this course.
The calculation does involve calculating the changes in other asset and liability accounts,
but the items listed above are typically the most important and significant items to watch
and manage.
Net cash provided (or used) by investing activities
This section lists your investment activities like buying property (land), plants (factories
and assembly plants), and equipment (machines, trucks, computer systems, telephone
systems) for your business. These investment activities require the use of cash.
On the other hand, if you sell an asset, the sale produces cash and is thus a source of cash.
Other examples of investing activities are overhauling trucks to extend their years of use,
or renovating factories and assembly plants to be more productive. Your total net cash
provided (or used) by all investing activities is simply the sum of all your investment
activities.
Net cash provided (or used) by financing activities
The last section lists your financing activities. These include cash generated from the sale
of new stock in your company and/or company bonds and/or cash borrowed from banks
and other lenders. This section also includes cash used to buy back stock from
stockholders, pay dividends to stockholders, and repay borrowed cash. The total net cash
provided (or used) by all your financing activities is the sum of all these.
What to take away from your statement of cash flows
Make no mistake about it: “Cash is king.”
Learning whether your business generates cash is important because eventually, you must
generate cash from your core business activities to have a sustainable business.
The statement of cash flows will tell you how much money came in and how much went
out. It may give you insight into how you’re managing your company and answer the
question: Are you making wise use of your resources?
Probably the most difficult statement to prepare, the statement of cash flows is one of the
most important and revealing statements about your company’s performance and your
ability to manage your business activities.
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Focus on how much cash your operating activities produce or use to find out if they are
making money from their basic business. This number is without a doubt the most critical
number on this statement.
The amount of cash provided (or used) by operating activities represents your company’s
ability to produce cash from the base business activities of your company. This cash
covers payroll, rent, utilities, and so on.
During some periods, particularly growth spurts, your business may not produce enough
cash to buy extra material for inventory and to hire more people. In these periods, you
can borrow from banks. But if your business does not eventually produce cash, you’ll go
bankrupt.
That’s why if your company shows a negative cash flow, you need to find out whether
it’s a temporary situation or a long-term trend.
Showing negative cash flow on your statement of cash flows means you’re spending
more cash than you’re taking in.
As an owner, you must ask: How long can you survive following your current practices?
Is this a “temporary” negative cash flow that’s part of a bigger overall plan for a more
profitable future? Or is the situation one which you can’t turn around?
If you consistently fail to make money at your basic business, you will run out of cash
and be unable to stay in business. But again, you have to go beyond the numbers to
understand what your cash provided (or used) by operating activities is telling you.
For example, start-up companies often may go years before they generate cash from their
operating activities. This is because they are stocking the products they are producing in
anticipation of future sales, or they have sold product on credit and have not yet received
payment for it. Eventually, as the inventory begins to sell and customers begin to pay,
they will start to produce cash from its operations. That’s why if you’re a healthy, mature
company, your operating activities should normally result in positive cash flows. If you
are not, then you need to take a close look at your operating activities, inventory
management, and customer credit worthiness.
In the end, the cash created by operating activities is important because you invest for the
future using cash provided by operations.
Once you account for the cash you provide or use from your operating activities, you
have to account for all the other ways you receive or spend cash.
These are mainly activities that relate to investing and financing your business. These
activities are often hard to interpret. For example, negative investing cash flows may
suggest that you are growing and buying assets so you can have more capacity to make
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more products. Financing cash flows reflect your borrowing activities and the amount
you paid in dividends during the year.

General Suggestions
With any financial statement, you should first look at the changes from period to period,
whether month to month, quarter to quarter, or year to year. Look at these changes from
both a raw numbers and percentage-change perspective. These comparisons can reveal
trends that are developing or changing and can be helpful in assessing where your
business is heading.
Too often I see business owners looking at financial statements that only compare their
current year-to-date performance to last year.
What’s wrong with this, you ask?
Well it’s like taking a picture of water running down a small section of a pipe. You can’t
see where it’s coming from or where it may be going. That’s why I like to compare the
figures over a longer period of time.
Many companies like to look at three years of financial history. I think this stems from
the fact that the Small Business Association requests three years of financial projections
with loan submittals, but I recommend looking at even longer periods of time, like five
years.
Clients often ask me: “What is a good or bad rate of change?”
It’s hard to generalize about rates of change; they depend on the line item you’re looking
at, the nature of your business, and so on. For example, if your company’s sales rose 15
percent in each of the past three years, and then only rose 10 percent this year, is it a good
or bad rate?
Well, clearly it’s less of an increase than you’ve experienced in the past, but to answer
this question, you’ll want to see how much your markets are growing.
If the markets you’re in are growing at 10 percent, then this means your growth is
keeping pace with your market and you’re not likely losing any market share. But if your
markets are growing at 15 percent or 20 percent, then there’s a good chance you’re losing
market share to competitors and your rate of change is not good.
Your financial statements provide a good starting point for reviewing and understanding
your financial position.
Look beyond the numbers themselves.
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For example, look at your sales backlog. Having a backlog means your orders come in
faster than you can ship them. Customers expect and understand some delay, but too long
a delay means your customers will get frustrated and place their orders elsewhere.
Also look at non-financial information too. It can help you build a picture of how your
products or services fit in the marketplace. Look at how your extended network of
business partners may impact your business, the role of technology in your business or
markets, and other resources and information that may give you a competitive advantage
or disadvantage in the marketplace.
You can only gather this additional non-financial information from the marketplace itself
and your own independent research.
I suggest you use your three-ringed notebook to capture the various reports, articles, or
notes you come across. Having this information and the facts within them can help you
when you meet with bankers, investors, or even when you’re recruiting others to join
your company.
Finally, you should never accept a financial page at face value – and don’t expect your
investors to either. It could be a big mistake. Make sure you always do your homework
and that the information presented makes sense and supports the bigger picture.

Compiling Your Financial Statements
Accounting and finance are complex areas that need specialized knowledge. So, it’s no
surprise one of the main reasons for using business plan software is to simplify building
the financial models.
Even so, most entrepreneurs say that doing the financial projections is the most difficult
part of completing a plan.
Nevertheless, software can help make forecasting easier, if you understand and know
how to apply the accounting and financial principles.
You must run the numbers to be sure your business plan is economically feasible. If you
have little or no accounting experience, I suggest you try using one of the software
packages with a financial module, like:
Business Plan Pro
http://businessplanpro.bizplansecrets.com/
Business Plan Pro 2004 leads you through every step of creating your business plan. The
plan may be about the final document for your banker or investor, but for you it is about
the process of gathering your ideas and developing and growing your business. Business
Plan Pro 2004 creates a great-looking document for your banker, while helping you to
better understand and grow your business.
http://www.business-plan-secrets-revealed.com

44

Business Plan Pro 2004 includes:






Help at every step with instructions and examples to build your plan quickly and
easily
400+ sample plans give you a jump-start with a diverse collection of start-up and
on-going business plans
EasyPlan Wizard® guiding you through every step from start to finish
Most Preferred Format to give banks, lenders, and VCs what they are looking for
Everything you need to define your business, compare industry ratios, set
schedules, create personnel and mini-marketing plans, and find funding

Ultimate Business Planner 2.0
http://ultimatebizplanner.bizplansecrets.com/
Developed for entrepreneurs by small-business experts and small-business owners,
Ultimate Business Planner simplifies the process of writing a business plan and gives you
expert advice, tips, and hints based on proven business practices.







Step-by-step approach makes business planning fast and simple
Includes over 1,000 indexed business plan samples and 25 complete sample plans
to get you started quickly
Comes with hundreds of business start-up resources
Creates projected P&Ls, Cash Plans, Balance Sheets, Financial Ratios, and more!
Walks you through every step with plain English instructions, advice and how-to
hints
Works with QuickBooks

No matter how you compile your financials, avoid unrealistic financial projections and
assumptions. Remember that few things ever go as planned, so build enough cushion into
your projections (of time and money) to reach profitability.
Never overstate financial numbers, and have valid assumptions and support for them –
especially revenue and sales assumptions.
Ridiculous initial assumptions do no one any good. Keep your projections reasonable and
achievable. Justify your assumptions with as much research as possible. To test your
numbers, compare your projections with the annual reports of public companies in your
industry.
But most important; if you are at all uncomfortable with putting the numbers
together…get help!
Ask your local college or university to have a senior student in accounting or finance
work with you, or contact the SBA for help. Your numbers are as important as your
personal credit report and will be scrutinized just as much.
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Valuing Your Business
Ah… the real mystery.
There are seven business valuation methods approved by the Internal Revenue Service
(IRS). An eighth method, called The First Chicago Method, is used by venture capital
firms to value venture-type businesses.
My purpose here is not to make you a business valuation expert, but to expose you to a
few basic valuation principles and methods.
You should never seek capital without having some idea of the value of your business
and how you arrived at your number. Even though you may think of your goal as
securing investment rather than as selling your business, in fact you are seeking to sell a
piece of your business.
Think about when you refinance a home. You usually get an appraisal of the home to see
how much it’s worth. From the appraisal, the bank (i.e., the investor) determines how
much they’ll refinance your home for.
The same concept applies to a business. You calculate the intrinsic value of your business
using one or several different techniques. Then you use that value to determine how
much of it you can finance with loans and how much you can finance with equity.
For example, let’s say that by using the Price Earning Multiple, you calculate the intrinsic
value of your business to be $1,000,000, and you have $200,000 in equipment that the
bank will lend on. This means you have $800,000 in potential equity. Let’s say you need
$400,000 in additional cash to finance your growth plan. If the bank won’t lend you any
more money, you might be able to sell 50% of your equity to an investor of $400,000 as
long as the investor values the business the same way you do. If the investor values the
business at $800,000 instead of the $1,000,000 you calculated, then that investor will
want 2/3 or 67% of your equity ($400,000/$600,000) for the $400,000 investment.
Without a valuation, these types of discussions can’t happen, and no one knows the value
of what is being sold or purchased.
Summary of business valuation methods.
The three most common methods of valuation analysis are:
1. Cost Method
2. Income Methods
3. Market Method
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1. Cost Method
The Cost Method uses the sum of the individual asset replacement costs or asset
liquidation values as an indicator of fair market value. This method presumes that a buyer
or investor would pay no more than the individual asset costs of the business.
It does not consider the company’s going concern value, customer base, operations,
trained employees, intellectual property, propensity for future earnings, etc. “Going
concern value” is the value of a business assuming it will continue to operate into the
foreseeable future. This differs from a liquidation value, which assumes the business will
cease operations.
The Cost Method is seldom used by investors or buyers who view continuing and future
cash returns as the justifications for making an investment or acquisition.
This method does, however, fix a floor or starting value from which to work up. Banks
use the cost method mainly when making asset-based loans. Bankruptcy advisers also use
this method when analyzing the liquidation value of a company.
2. Income Methods
Use the Income Methods to value companies that you expect will continue operations and
grow. The premise here is the assets of the business will produce cash flows, now and in
the future, in excess of their current fixed cost value. You base your calculations on either
projected future cash flows (Discounted Cash Flows Method) or historical cash flows
(Capitalized Earnings Method).
The Discounted Cash Flow valuation sums up the individual net present values of the
future cash flows over at least five years. It also includes a terminal value that represents
the expected value of the business in the final year being analyzed. To calculate the net
present value, use a discount rate that reflects the expected return of return on investment
an investor could earn from a similar type investment.
The Capitalized Earnings Method divides a single year’s cash flow by the rate of return
investors expect to receive on their investment to determine an overall value of the
business. The higher an investor’s expected rate of return, the lower the valuation. For
example, if the company’s earnings for the period were $100 and investor A was seeking
a 10% return, the value of the business to this investor would be $1,000 (100/.10). On the
other hand, if investor B seeks a 15% return, the value to this investor would be $667
(100/.15).
In general, Income Methods are superior to the other methods because they allow buyers
or investors to use their current or required rate of return (hurdle rate) to determine value
or price. Take, for example, a buyer who is looking at investing in a business with steady
adjusted annual earnings of $450,000 and uses the capitalized earnings method to value
the business. The buyer, who typically makes a 25 to 30 percent annual return on
investment from similar investments, would calculate a value for this business of $1.5 to
$1.8 million (450,000/.30 to 450,000/.25) using this method.
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3. Market Method
The Market Method determines a company’s value using actual historical transactions or
valuations of “comparable” businesses.
This method takes the pricing ratio of similar historical transactions and multiples them
by the company’s current revenues, earnings, and/or cash flows. For example, private
manufacturers have been selling between 5 and 10 times their EBITDA – Earning before
Interest, Taxes, Depreciation, and Amortization.
While this method, in a pure sense, works well with publicly traded companies, it has
significant drawbacks in the private market.
For starters, it’s difficult to find “comparable” transactions. The wide range of multiples
(5 to 10 times) for some industries makes the data statistically insignificant. The depth of
data on the transactions and the companies themselves is often limited. Also, meaningful
data is often restricted to transactions that involve public companies.
Thus, this method, at best, serves as additional support to the other valuation methods.
It’s best to use more than one valuation method to develop a range of values. Then, use
qualitative factors to increase or decrease the valuation of the business. For example,
consider the strength of the management team, financial trends of the business, industry
outlook, size of the company, breadth of customer base, existence of long-term contracts,
and the competitive position of the company in its market.
Resources
You may want to look at the following resource to dig deeper into business evaluations or
to find qualified business valuation experts.
Venture Planning Associates
http://ventureplanassoc.bizplansecrets.com
This firm provides basic venture capital, finance and merger/acquisition consulting
services to the business community. Its services and products have been provided to
entrepreneurs in 106 countries. Clients range from GE Capital for business turnarounds to
Internet startups. The company has 12 former CEO/CFOs available for interim senior
management services.
WebSiteBroker.com
http://www.websitebroker.com/valuation.html
They have excellent resources for the valuation of Web sites, including a valuation
spreadsheet you can use yourself in determining the value of your Web site.
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Business valuation experts
American Institute of Certified Public Accountants
Accredited in Business Valuation (ABV)
http://www.aicpa.org/accredrefweb/abvsearch.asp
Business Valuation Sites
http://www.depaul.edu/~dshannon/BVsites.htm
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4. Drafting Your Document
Use the research and evidence you’ve gathered to help you lay out the arguments and
evidence you need to build and communicate your business plan to investors.
The purpose of this section is to guide you through the steps of getting all those ideas out
of your brain and into your business plan.

Take Action
To start, use your word processing software or a blank business plan template to create a
main business plan document file in your electronic My Plan Document folder.
Read through everything you’ve gathered. Make notes and outlines of key ideas and
concepts. Capture them in document files, spreadsheets files, picture files, or whatever.
As you create these files, be sure to name them clearly. Identify each file with the section
name and a description (e.g., market - market share graph). This way, when you want to
find and incorporate them into your plan, you’ll find them very quickly.
Then, start writing by following the outline below, but write your executive summary
last.

Outline Your Plan
Use the following outline as a guide for writing your plan. The information you’ll need
will come right from your research and the evidence you’ve gathered.
I.

EXECUTIVE SUMMARY
A.
Confidentiality statement and contact information
B.
The Company
1.
Exact corporate name
2.
State and date of incorporation
3.
Address and telephone number of principal location
4.
Fiscal year
C.
Contact person(s)
1.
Name and telephone number, if different from B.3
D.
What you do or intend to do
E.
How and why you formed your company
F.
Who makes up your management team
G.
Briefly describe your products/services and how you intend to separate
your business from your competition
H.
What type and specifically how much funding you are requesting
I.
What collateral, if any, will be available
J.
How you will use the proceeds
K.
What has been your financial performance so far, if any
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L.
M.
II.
III.

What your future financial projections are
How and when you intend to pay back your investors

TABLE OF CONTENTS
THE BUSINESS
A.
Business Overview
1.
Company information
a)
Exact corporate name, address, contact information
b)
Fiscal year
c)
Primary individual to contact
d)
How the company was formed
2.
What business you’re in, or propose to enter
a)
Marketplace that needs to be satisfied
b)
Method(s) of need satisfaction
c)
Individuals or organizations with those needs
3.
What separates you from your competition
a)
Superior customer need satisfaction
b)
Production/service delivery efficiencies
c)
Personnel
d)
Geographic location
B.
Products and services
1.
Describe how you’ll produce or render your products and services
2.
How and when you intend to carry out your activities
3.
For new products or services, state:
a)
The present stage of development, whether or not a
working prototype(s) exist
b)
What and how much is required to complete the
development of your product, or implement your services
c)
Tell if you are or will be dependent upon one or a limited
number of suppliers for essential raw materials, energy or
other resources
d)
What major supply contracts or agreements you have in
place, if any
C.
Industry information
1.
Describe the industry in which you sell or propose to sell your
products or services
2.
Discuss any recognizable trends within the industry
3.
Describe that part of the industry and geographical area in which
you compete or will compete
4.
Describe whether competition is (or is expected to be) based on
price, service, or something else
5.
Indicate the current or expected prices or price ranges for your
products or services
6.
Indicate how these prices – and the features and benefits of your
products or services – compare with those of your competition
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7.

D.

E.

Name your principal competitors or future competitors and their
relative size and financial and market strengths
8.
Tell why you believe you can effectively compete with these
competitors
Marketing and sales activities
1.
Describe specifically the marketing strategies you are or will
employ to penetrate/develop your market
2.
What the specific milestones, timing, and size of the results
required for you to meet your projected financial performance are
3.
How and by whom you intend to market (advertise, represent, sell,
etc.) your products or services
4.
How you currently (or intend to) structure your marketing
operations
5.
What is or will be the basis for your marketing approach (e.g.,
market studies, market research)
6.
What, if any, customers account for or will account for 20 percent
or more of your sales
7.
What, if any, major sales contracts exist
a)
What is your backlog of written firm orders for products
and/or services as of a recent date (within the last 90 days)
Operations
1.
Employees
a)
How many present employees by type (clerical, operations,
administrative, etc.) you have
b)
How many future employees by type are required to meet
your projected financial performance
c)
What, if any, collective bargaining agreement(s) is/are in
place or expected to be in place, and what is/are the
expiration date(s)
d)
Describe your current or expected relations with your
employees
e)
What, if any, supplemental benefits or incentive
arrangements do you have (or will have) with your
employees
2.
Facilities
a)
Describe in general the principal properties (e.g., real
estate, plant and equipment, patents) you use or will
require, and indicate:
(1)
If the properties are or will be owned or leased (if
leased, include a summary of lease terms, amounts,
expiration dates and terms for renewal)
(2)
Date or expected date of acquisition
(3)
Cost or expected cost
(4)
Source or expected source of financing
3.
Patents and trademarks
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a)

IV.

Describe to what extent you depend or expect to depend
upon patents, copyrights, trade secrets, know-how or other
propriety information
b)
What steps have or do you intend to take to secure and
protect your intellectual property (e.g., confidentiality
agreements, non-compete agreements)
c)
Summarize the principal terms and expiration dates of any
significant license agreements
d)
How much you expended or expect to expend for research
and development
4.
Regulations
a)
Indicate the nature and extent of any material federal, state,
or local government regulations (including environmental
regulation) and their effects or potential effects on the
Company
F.
Litigation
1.
Tell of any past, pending or threatened litigation or action that may
have an effect on your business, financial performance or
operations
G.
Federal tax aspects
1.
Talk about any significant tax benefits that may be available to
investors in this funding
H.
Miscellaneous factors
1.
Disclose any other material factors, either adverse or favorable,
that will or could affect your business, or are important to assure
your plan is not misleading or incomplete
I.
Key milestones
1.
Describe the key milestones (event, method of achievement, and
dates) you believe you must and should reach, in order for the
business to achieve its projected financial performance
MANAGEMENT
A.
What is your management structure
1.
Provide an organization chart and narrative description
B.
Directors and Officers
1.
Key Managers (Resumes in Appendix)
a)
Name
b)
Title and age
c)
Primary responsibilities and authority
d)
Primary responsibilities and authority with previous
employer
e)
Unique skills and experiences that add to company
f)
Compensation basis, levels and incentives
g)
Existing or contemplated employment agreement
h)
Your dependence on this individual’s services and any
arrangements you’ve made or plan to make to assure this
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V.

person remains with you, and does not compete if
terminated
2.
Planned Additions to the Management Staff
a)
Position
b)
Primary responsibilities and authority
c)
Requisite skills and experience
d)
Recruitment process
e)
Timing of employment
f)
Anticipated contribution to the company’s success
g)
Compensation basis, levels, and incentives
C.
Principal stockholders
1.
Name, contact information, principal occupation
2.
Class of shares
3.
Average price per share
4.
Number of shares held
5.
Percentage of total share outstanding before funding
6.
Number of shares held after funding
7.
Percentage of total share outstanding after funding
D.
Directors of the company
a)
Number of directors and terms of service
b)
Names
c)
Position on the board
d)
Extent of involvement in the company
e)
Background
f)
Contribution to the company’s success
(1)
Historically
(2)
In the future
E.
Management relationships, transactions and remuneration
1.
Describe any relationships, blood or marriage, between any of the
officers, directors, key personnel, or principal stockholders
2.
Identify any loans or other business relationships you have with
any officers, directors, key personnel or 10 percent stockholders, or
any of their relatives within the last two years, or expect to have in
the future
F.
Professional Support
1.
Legal
2.
Accounting
3.
Banking
4.
Consultants
PROPOSED TRANSACTION
A.
Capitalization
1.
What your company’s capitalization is as of the most current
balance sheet date, adjusted to reflect the effects of the proposed
funding
a)
Debt – lender, terms, interest rates, outstanding amounts,
maturity, callable, collateral
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b)

(1)
Short-term
(2)
Long-term
Stockholders equity – description of securities, restrictions
(1)
Preferred stock – authorized, issued, outstanding,
par or stated value, terms, voting rights, preferences
(2)
Common stock – issued, outstanding, par or stated
value
(3)
Additional paid in capital
(4)
Retained earnings

B.

VI.

Sources and use of proceeds
1.
Provide a table that shows the sources and uses of proceeds you’re
requesting
2.
Identify if any material amounts of the proceeds will be used to
pay down debt
3.
Identify if any material amount of the proceeds will be used to
acquire assets, and the nature, terms and circumstances
surrounding the purchase
4.
Indicate if any of the amounts will be used to reimburse any
officer, director, employee or stockholder for services already
rendered, assets previously transferred, or monies loaned or
advanced, or otherwise
5.
Talk about your future cash requirements beyond this funding
C.
Business valuation analysis
1.
Provide an analysis of what you think the value of your business is
and how you arrived at that number, or have an independent
valuation performed
RISK FACTORS
A.
List in order of importance those factors you consider to be unique and
substantial risks to an investor in this proposed transaction, based on all of
the facts and circumstances
B.
There’s no specific number of risk factors to include
C.
Risk factors may be due to such things like
1.
Cash flow and liquidity problems
2.
The inexperience of management in managing a business in this
particular industry
3.
The dependence on an unproven product
4.
The absence of an existing market for the product (even though
you may believe a need exists)
5.
The absence of an operating history
6.
The absence of profitable operations
7.
An erratic or non-existent financial history
8.
The financial position of your company
9.
The nature of your business or proposed business
10.
Conflicts of interest with management
11.
The arbitrary establishment of an offering price
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12.
13.

VII.

VIII.

IX.

The reliance on the efforts of a single individual
The absence of a trading market for the securities you offer if a
trading market is not expected to develop
EXIT STRATEGY AND RETURN ON INVESTMENT
A.
Discuss how investors will eventually receive a return for their
investment. In general, investors want to be able to determine how much
money they can potentially make, when they can realize it, and how or
through what transaction they’ll realize it
FINANCIAL DATA
A.
Management discussion and analysis of relevant factors and assumptions
B.
Historical financial data (past three to five years, if available)
1.
Annual summaries
a)
Income statement
b)
Balance sheet
c)
Cash flow statements
d)
Footnotes and exceptions
C.
Projected financial data (next five years)
1.
First year, by month or quarter
a)
Income statement
b)
Balance sheet
c)
Cash flow statement
d)
Capital expenditure budget
2.
Second through fifth year, by quarter or year
a)
Income statement
b)
Balance sheet
c)
Cash flow statement
d)
Capital expenditure budget
APPENDICES AND EXHIBITS
A.
Resumes of key managers, and professional references
B.
Pictures of products or sample service brochures
C.
Government licenses and permits
D.
Market studies, company and third party reports
E.
Published information (e.g., articles, quotes, facts, etc.)
F.
Patents, copyrights, trademarks, trade names, service marks, logos
G.
Significant contracts and lease agreements
H.
Management agreements
1.
Partnership/ownership agreements
2.
Stock option agreements
3.
Employment/compensation agreements
4.
Non-compete agreements
I.
Insurance (product, property, directors and offices, “key man” life
insurance, general liability, patent)
J.
Other significant items (e.g., pending litigation, contingent transactions or
commitments, transactions, tax or other regulatory rulings)
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For more information on developing your plan, see the Business Plan Secrets Revealed!
Discovery Kit included with your purchase.

Formulate Interrupting and Engaging Openers
When your business plan document arrives in the mail or lands before a potential investor
in some other way, it arrives competing with hundreds of other materials and distractions.
It’s seen for a second, acknowledged or passed up. Whether or not your document gets
read depends on how well you provide your reader with a reason to look at your
document.
Keep in mind, though, that getting looked at is only part of the battle. Getting read is
what’s key. That’s why your headlines must do more than merely interrupt a reader; they
must be relevant to your topic and captivating to your target audience, so as to engage
them to continue reading. We’ll talk more about headlines and subheads later in this
manual.

Pack in the Information
Once you’ve got your reader engaged in your document, you need substance to keep
them going. Go back to all the research and evidence you’ve gathered, and select and
organize it so that you provide case-building information that leads your reader from
interest to action.
Add supporting details about key points, strengths, weaknesses, background information,
advantages over the competition, analysis, evidence, objections – as they relate to a
particular section.
Don’t worry about editing, formatting or incorporating graph, charts, or pictures at this
point. You can even use document templates as a framework for your writing, but keep in
mind that templates are less free-flowing and flexible than a general word processing
program.

Incorporate Your Evidence
Go to your electronic folders. Select the pieces of evidence you want to incorporate into
your business plan document. Open the file containing the evidence and copy the
contents into your main business plan document. Be sure you “Copy” and “Paste” – do
not “Cut” and “Paste.” You never know if you’ll need the original file again.

Seven Remedies When Your Writing Stalls
Marcia Yudkin (http://www.yudkin.com/marketing.htm), author of Persuading on Paper
(http://persuading.bizplansecrets.com/), 6 Steps to Free Publicity
(http://sixsteps.bizplansecrets.com/) and numerous other books on marketing and
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communications, lists these remedies for you to try when procrastination stalls your
writing. The non-traditional ones are listed first.
1. Confront fears that may be stopping you.
Write your fears down, and then argue with each one.
2. Creatively make the writing task more pleasurable.
Combine your writing with something you love to do. Write while listening to
your favorite CD, or turn your writing into some sort of contest.
3. Do a small piece at a time.
If your project feels overwhelming, break it up into a dozen or more do-able minitasks.
4. Enlist a friend’s help.
Invite a friend to sit or work beside you while you write, to check up on your
progress, and provide encouragement – whatever will keep you on track.
5. Make your procrastination more noticeable.
Make a writing appointment with yourself in your appointment book, slip
reminders in your in-box – in short, nag yourself about writing until you’re sick
and tired of not having done it.
6. Promise yourself rewards.
Set up pleasures you will indulge in as you finish various mini-tasks. Rewards
work best when they’re spread out over the project rather than held until the very
end.
7. Hire someone to do it for you.
Sometimes it’s simpler and more satisfying to have someone else write the darned
thing.

Check Your Work with Everything Together
How convincing is your evidence? What are the holes in your case? What pieces of
evidence, facts, or data would strengthen your case? How reputable are your sources? Is
there any evidence that contradicts your claims? If so, how will you argue for your
position, and are your arguments strong enough to withstand a thorough crossexamination? How current are your facts and figures.
Perform your own review.
Read the entire document once without making notes or comments on the text. This
should give you a general understanding about how well the information in the document
flows. This will help your next read be more productive.
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When you read the document a second time, take the approach that your business is on
trial. Investors are the jury. Your business is the defendant and your business plain is the
attorney representing you. How well your document presents your case will determine
whether or not the jury will vote to fund your business.
As you read, make notes on areas that need more evidence or support. Your underlying
logic has to be strong enough to withstand the toughest inquisitions. Weak logic weakens
your case! Your notes will help you assess how well you build your case, and if
information flows through your document in a logical order.
As you read, consider the following:


Will the investors understand the language?



Does the document highlight information that is important to investors?



Are you providing full and accurate disclosure?



Does the document build your case? Is any important information or evidence
missing?



Is the document free of information that is not legally required, and that will not
help investors decide whether the investment is right for them?

Meet to resolve questions.
Assemble team members or other advisors who can help answer the questions you wrote
in the margins, provide insight, or raise more questions. Besides the obvious reason for
the meeting, another more important goal is to question the need for everything that
appears in the document without sacrificing full and accurate disclosure.
“Because you like it in there” is not reason enough to keep it in your draft. Sometimes the
language in these documents comes from articles, reports or another company’s
documents, so no one knows who initially wrote it or why it is needed now. If you’ve
done your legal research and no one knows why the information is important or required,
consider taking it out.
Use defined terms sparingly.
It’s become customary to introduce defined terms on the cover page and in the summary.
This discourages many readers from getting beyond the first pages. It overwhelms them
by forcing them to memorize a new, unnatural vocabulary.
It’s distracting to constantly flip back to hunt for a defined term’s definition. Such
distractions cause many investors not to stick with the document. Don’t let a shortcut for
the writer become a roadblock for the reader.
Instead, define terms only where and when you absolutely need to do so.
http://www.business-plan-secrets-revealed.com

59

Eliminate redundant information.
Investors get swamped with information and business plans every day. A concise, clear,
and comprehensive 20-page business plan is more likely to get read than a 100-page plan.
Question the need for repeating information. Reading the same material two or three
times bores and even troubles readers. In fact, most skip over paragraphs if they think
they’ve already read them.
Cut down on repetitive paragraphs or sentences and you’ll not only earn your reader’s
gratitude and attention, you’ll reduce printing and mailing costs.
Discuss the cover page and the executive summary.
A cover page should be an introduction, an inviting entryway into your document giving
investors some key facts about your business, but not telling everything all at once.
If it looks dense and overgrown with thorny details, no one will want to pick it up – let
alone start reading it. If it looks like a legal document written by lawyers, for lawyers,
many investors will not even attempt to read it.
To create an inviting cover page, strip away what is conventionally placed there, but is
not required.
As you review your cover page, question why the information is there. It might be
important, but does it have to be on the cover page? Remember that there is a substantial
document following your cover page – let these other pages carry the information load in
a logical order.
What would be helpful for investors to see on this page? Look through your investors’
eyes; it will help you decide where to place information.
The same goes for the summary: a summary orients your reader. It highlights the most
important points you’re presenting, in greater detail. Avoid writing summaries that seem
as long as the document itself or consist merely of paragraphs copied straight from the
body of the document.
Here’s an example of an executive summary…
Here’s an example (name, number, etc. have all been changed) of an executive summary
that was used for a proposed bank deal. Note the headlines. A scanner can tell very
quickly what this paper is all about. Most importantly, the reception from the banks was
positive and quick. Note how the summary is specific to bankers. A generic summary
would have been less engaging and may have gone unnoticed.
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CONFIDENTIAL
This is not an offer or solicitation to sell securities, or interests in a limited partnership. Please see disclaimer in the Business Plan.

Announcing Tennis Indoor’s Proposed Asset
Acquisition of Tennis, Inc.
Underperforming asset offers unique lending opportunity
Tennis, Inc. has been operating since 1993. It has 231 dues paying members and is the only Tennis facility
northwest of Greater Cincinnati to offer five indoor courts and five outdoor clay courts. We plan to acquire
Tennis, Inc. and:
1.
2.
3.
4.
5.

Grow the club’s membership
Implement a new hourly court rental rate schedule
Renovate the clubhouse and outside area
Install new lighting and ceilings for indoor courts
Improve and broaden club programs and event offerings

Actual and projected revenues, earnings before interest, taxes, depreciation and amortization (EBITDA),
capital expenditures (Capx), and the number of dues paying members for fiscal years ending August 31 are:

Tennis, Inc.
2000
Revenues

2001

Tennis Indoor (Projected)
2002

2003

2004

2005

$ 356,686 $ 362,000 $ 362,000 $ 384,685 $ 467,408 $ 475,076

EBITDA

$ 173,694 $ 182,848 $ 182,848 $ 201,835 $ 270,328 $ 277,996

Capx
Members

$

$
215

$
231

$ 199,100 $
231
450

$
500

2,000
500

Market
High income customers, established membership base, and high growth area
We’ll attract tennis players from D Town and H Town, two of the fastest growing areas in northwest
Cincinnati. A recent independent study shows approximately 21,252 persons living in this area represent
the typical United States Tennis Association member, of which we estimate 3.4% or 722 to be prospective
dues-paying indoor tennis members. The study also estimates that we’ll draw 147 additional prospective
members from outside our target market, giving us 869 prospective Club members. The data also indicates
that area tennis clubs capture between 26% and 59% of the prospective members within their target
markets, giving us a membership range between 225 to 513 members. The study further indicates our target
market will grow to 24,655 by 2005, increasing the total number of prospective members to 985 (including
147 prospects from outside the target market) or a projected 2005 membership range between 256 to 581
members. Area clubs average 104 members per indoor court, so our five courts provide ample capacity to
support 500 members.
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Management
Club Director & Owner: area teaching pro for the past 10 years; currently Tennis
Director at S Country Club
Paul Pro, a respected area teaching pro with a following of approximately one hundred prospective
members, will serve as Club Director. As a former teaching pro at Tennis, Inc., Paul ran a strong junior
program that had over one hundred participants, when he left in August 2000 to be a teaching pro at P
Club. He is currently the Tennis Director at S Country Club: an upscale eleven outdoor clay court tennis
facility with 600 members. Paul has a business degree from C University.

Competition
Two competing tennis facilities overlap our target market but…
We’re the only Club with outdoor courts in northwest Greater Cincinnati
Two competing tennis facilities overlap our target market: P Club and R Club. Of the two, P Club’s facility,
built in 1993, has the most attractive overall aesthetics. It is well maintained and furnished with high
quality furniture and appliances. R Club, the oldest facility (30 years old), has an overall fair aesthetic
quality. Its appeal is amenity-driven (e.g., three air-conditioned indoor courts, five racquetball courts, and a
nautilus room). However, of the competing clubs, our facility is the only facility in the northwest Greater
Cincinnati area to feature outdoor courts.

Differentiation
Our strategy centers on five critical customer values
Based upon our own market research, we have identified the following five customer values as points of
differentiation:
1.
2.
3.
4.
5.

Convenience of location
Quality of leagues
Quality of lessons
Services, programs, and events
Quality of facility

Financial Statistics
First Year Senior Debt interest coverage ratio: 6.5x; Leverage ratio: 2.4x
Based on our projected financial results as provided later in this section and the proposed funding, we
estimate the following key credit statistics:

Fiscal Years Ended August 31,
2003
2004
2005
EBITDA/Senior Interest
EBITDA/Total Interest

2006

2007

2008

6.5x

8.4x

10.4x

11.9x

13.7x

16.3x

1.7x

2.3x

2.5x

2.6x

2.7x

2.9x

Senior Debt/EBITDA

2.4x

1.3x

1.1x

1.0x

0.8x

0.7x

Net Total Debt/EBITDA

8.1x

5.6x

4.9x

4.3x

3.9x

3.3x
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Initial Capitalization
Seller financing 75% of Acquisition
Tennis Indoor, LLC, intends to capitalize the company with a $400,000 Senior Secured Note, a $1,200,000
Seller Note and $60,000 in cash from the Paul Pro. Collateral includes tennis equipment and the tennis
facility and 7.2 acres of land, located on 888 State Road, Cincinnati, Ohio. Sources and uses of funds for
this transaction are as follows:

Uses

Sources
Seller's Note
Senior Note
Line of Credit
Equity Investment
Total Sources

$

$

1,200,000
400,000
60,000
1,660,000

Acquisition Price
Financing Costs
Start-up Costs
Excess cash
Total Uses

$

$

1,600,000
24,000
7,000
29,000
1,660,000

Further Information
For our complete business plan and due diligence package, please contact:
Paul Pro
Tennis Indoor, LLC
77 New Court
Cincinnati, Ohio 44444
Phone: 123-456-7890
Fax: 456-123-0987
This is not an offer or solicitation to sell securities, or interests in a limited partnership. Please see the
disclaimer in the Business Plan.

Principles of Good Organization
A well-organized document is a key part to presenting your business plan. Don’t confuse
organization with formatting, though. We’ll discuss formatting in the following chapters.
Here are a few principles of good organization to keep in mind as you create or review
your document.
Present the big picture before the details.
Business plans and prospectuses routinely start with describing the proposed transaction.
You might read pages before you find out what the company does, or why it is merging
or spinning off a subsidiary.
It’s hard to absorb the details if you don’t know why they are being given to you.
Imagine trying to put together a difficult jigsaw puzzle without first seeing a complete
picture of the puzzle. An individual piece of information means more to your readers if
they know how it fits into the big picture. Therefore, start with the big picture.
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Use descriptive headers and sub-headers.
Break your document up into manageable sections with descriptive headers and subheaders. You’re trying to communicate a boatload of information in your business plan or
prospectus.
Presenting information in small pieces is easier to digest. Use descriptive headings to tell
your readers what the upcoming sections will cover. Headings like “general” or
“background” aren’t very helpful.
Headers and sub-headers are expensive real estate. Don’t waste this space on generalities
that do nothing to help the reader. Copywriters have known this for ages. That’s why they
agonize over writing headlines.
Powerful headlines interrupt and engage your reader, making your document easy to
scan. Headlines are not based on generalities or platitudes, and they are void of hype or
hyperbole.
Meaningful headlines let your reader gain an immediate understanding of what an entire
section or even an entire document is about, just from scanning them. Great headlines
guide your readers and tell your story.
If you have trouble creating headlines, here’s a helpful piece of software many marketers
use to quickly generate headlines. It’s called Headline Creator Pro.
Headline Creator Pro
http://headlinewriter.bizplansecrets.com/
I also suggest you read Tested Advertising Methods
(http://testedmethods.bizplansecrets.com/), by John Caples. You’ll be surprised at how
you can apply his principles to your business plan.
Group related information together.
Always group related information together. This helps you identify and cut out repetitive
information.
Know your audience’s investment knowledge.
The level of your audience’s investment knowledge will affect how you organize the
document. If you are writing to investors with little financial sophistication, then you
might take an educational approach with your document, where you explain industry
terms or concepts in more detail.
Review your document.
Take a good look at how information flows from beginning to end. Start deciding how to
move content around into a new and logical order that best fits:
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The audience profile
The notes you made in the margins
The decisions you’ve made on your cover page and summary
The answers to the questions that you and your team raised

Once you finish physically organizing or reorganizing your document, take a moment to
create an outline for it. This outline can later become your table of contents.
You’re now ready to start editing your document using plain English.
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5. Writing in Plain English
If you can’t explain your business or your transaction clearly, either what you’re trying to
do is not clear in your own mind, or you might be making these common writing
mistakes.

Nine Common Writing Mistakes
Business plans are less readable and less understandable when they contain:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Long sentences
Passive voice
Weak verbs
Superfluous words
Legal and financial jargon
Too many defined terms
Abstract words
Unnecessary details
Unreadable design and layout

The following pages and examples are from Chapters 4 and 5 in A Plain English
Handbook by the U.S. Securities and Exchange Commission Office of Investor
Education and Assistance (http://www.sec.gov/pdf/handbook.pdf); it offers advice on
ways to correct these mistakes. It also helps you write clearly and concisely.
Let’s start by looking at some typical boiler plate language that’s often in business plans
or prospectuses, as an example:
NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR
MAKE ANY REPRESENTATION OTHER THAN THOSE CONTAINED OR
INCORPORATED BY REFERENCE IN THIS JOINT PROXY STATEMENT/
PROSPECTUS, AND, IF GIVEN OR MADE, SUCH INFORMATION OR
REPRESENTATION MUST NOT BE RELIED UPON AS HAVING BEEN
AUTHORIZED.
Here’s one possible way to re-write this using plain English:
You should rely only on the information in this document or that we refer you. No one
else is authorized to provide you information to the contrary.
The plain English rewrite uses everyday words, short sentences, active voice, regular
print, and personal pronouns that speak directly to the reader.
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Throughout this section, you’ll find “before” examples from real documents and “after”
examples in plain English to illustrate specific plain English principles. Some “before”
examples contain ambiguities that can only be successfully resolved by studying them in
the context of their original document, so recognize that there are many ways to rewrite
them and these are only examples. Be original. Write your own plain English versions to
fit your views and needs. Let’s not create a new generation of plain English “boiler
plates.”
Use the following principles to improve your writing dramatically. Be careful not to cast
these principles aside for their simplicity.

Use the Active Voice with Strong Verbs
Many documents become bloated with verbosity, leaving readers yearning for clear
words and short sentences. The quickest fix to this lies in using the active voice with
strong verbs. Strong verbs liven up and tighten your sentences, causing information to
spring from the page. When you start to rewrite or edit your work, highlighting all the
verbs can help. The number of weak verbs that show up might surprise you, especially
forms like “to be” or “to have.”
Weak
The Company is making its products with proprietary manufacturing techniques.
Stronger
The Company’s proprietary manufacturing techniques produce products faster and with
higher quality.
The time you spend searching for a precise and strong verb is time well spent. When you
replace weak verbs with verbs that carry more meaning, you eliminate unnecessary words
that bolster them.
Weak verbs keep frequent company with two more grammatical undesirables: passive
voice and hidden verbs. In tandem, they add unnecessary length and confusion to a
sentence.
The active and passive voices.
If you need it, here’s a quick refresher on the active and passive voice.
Active
The investor buys the stock.
In the active voice, the subject of the sentence, the investor, performs the action, buying
the stock.
Passive
The stock is bought by the investor.
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In the passive voice, the subject, the stock, is acted upon. The person or the thing doing
the action is introduced with “by.”
But sometimes, the person or thing doing the action is omitted, leading to...
Passive with agent deleted
The stock is bought.
You don’t know who bought the stock. You’ll find many examples of the “passive with
agent deleted” in business plans and disclosure documents.
Readers understand sentences in the active voice more quickly and easily, because it
follows how we think and process information. Many times the passive voice forces
readers to take extra mental steps as they convert the passive into the active.
To recognize the passive voice, ask yourself:
Does the sentence use a form of the verb “to be” with:



Another verb in the past tense; or
A prepositional phrase beginning with “by”?

Remember that it’s harder to recognize the passive voice when the object (the phrase
introduced with “by”) is left out. When you rewrite the sentence in the active voice, use a
strong verb. These examples show how strong verbs and the active voice transform
sentences, making them shorter and easier to understand.
To rewrite a sentence from passive to active, ask yourself, “Who is doing what to whom
or to what?”
Before
The foregoing Fee Table is intended to assist investors in understanding the costs and
expenses that a shareholder in the Fund will bear directly or indirectly.
The “before” example uses the passive with agent deleted. We don’t know who
“intended” to assist investors. Note how long it took to get to the meat of the sentence –
the costs and expenses. Dispensing with the filler words “...to assist investors in
understanding...” moves the reader more quickly to the important points.
After
This table describes the fees and expenses that you may pay if you buy and hold shares of
the fund.
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Here’s another example:
Before
The proxies solicited hereby for the Heartland Meeting may be revoked, subject to the
procedures described herein, at any time up to and including the date of the Heartland
Meeting.
After
You may revoke your proxy and reclaim your right to vote up to and including the day of
the meeting by following the directions on page 10.
The plain English version tells you who may revoke a proxy and where to find the
information on how to do it. It replaces the abstract “subject to the procedures described
herein” with concrete, everyday words, “by following the directions on page 10.” It’s not
enough merely to translate existing texts – the key is to add useful information, so that
your document is clear and unambiguous.
Don’t ban the passive voice; use it sparingly.
As with all the advice in this handbook, we are presenting guidelines, not hard and fast
rules you must always follow.
The passive voice may make sense when the person or thing performing the action is of
secondary importance to another subject that should play the “starring role” in the
sentence. Use the passive voice only when you have a very good reason for doing so.
When in doubt, choose the active voice.
Find hidden verbs.
Does the sentence use any form of the verbs “to be,” “to have,” or another weak verb,
with a noun that could be converted into a strong verb?
In these sentences, the strong verb often lies hidden in a nominalization, a noun derived
from a verb that usually ends in “tion.”
Find this noun and try to make it the main verb of the sentence. As you change nouns to
verbs, your writing becomes more vigorous and less abstract.
Before
We made an application…
We made a determination…
We will make a distribution…

After
We applied…
We determined…
We will distribute…

Before
We will provide appropriate information to shareholders concerning…
After
We will inform shareholders about…
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Before
We will have no stock ownership of the company.
After
We will not own the company’s stock.
Before
There is the possibility of prior Board approval of these investments.
After
The Board might approve these investments in advance.

Try Personal Pronouns
No matter how sophisticated your audience is, if you use personal pronouns, the clarity of
your writing will dramatically improve. Here’s why.
1. Personal pronouns aid your reader’s comprehension, because they clarify what
applies to your reader and what applies to you.
2. They allow you to “speak” directly to your reader, creating an appealing tone
that will keep your reader reading.
3. They help you avoid abstractions and use more concrete and everyday
language.
4. They keep your sentences short.
5. First- and second-person pronouns aren’t gender-specific, allowing you to
avoid the “he or she” dilemma. The pronouns to use are first-person plural
(we, us, our/ours) and second-person singular (you, your/yours).
Observe the difference between these two examples:
Before
This Summary does not purport to be complete and is qualified in its entirety by the more
detailed information contained in the Proxy Statement and the Appendices hereto, all of
which should be carefully reviewed.
After
Because this is a summary, it does not contain all the information that may be important
to you. You should read the entire proxy statement and its appendices carefully before
you decide how to vote.

http://www.business-plan-secrets-revealed.com

70

Bring Abstractions Down to Earth
Abstractions abound in the financial industry.
What pictures form in your mind when you read these phrases: mutual fund, the Dow
Jones Industrial Average, zero coupon bond, call option, or foreign currency trading?
Most people don’t have an image in their minds when they hear abstract words like these.
And yet, it’s far easier to comprehend a concept or a situation when your mind can form
images.
In a study conducted at Carnegie-Mellon University, a cognitive psychologist and an
English professor discovered that readers faced with complex written information
frequently resorted to creating “scenarios” in an effort to understand the text. That is, they
often made an abstract concept understandable by using it in a hypothetical situation in
which people performed actions.
You can make complex information more understandable by giving your readers an
example using one investor. This technique explains why “question and answer” formats
often succeed when a narrative, abstract discussion fails.
Here is an example of how this principle can be used to explain an abstract concept – call
options:
For example, you can buy an option from Mr. Smith, that gives you the right to buy 100
shares of stock X from him at $25.00 per share, anytime between now and six weeks
from now. You believe stock X’s purchase price will go up between now and then. He
believes it will stay the same or go down. If you exercise this option before it expires, Mr.
Smith must sell you 100 shares of stock X at $25.00 per share, even if the purchase price
has gone up. Either way, whether you exercise your option or not, he keeps the money
you paid him for the option.
Although it is impossible to eliminate all abstractions from writing, always use a more
concrete term whenever you can.
Read this list of progressively less abstract and more concrete terms, and consider how
you might make abstract concepts you write about more concrete:
Asset Æ Investment ÆSecurity ÆEquity ÆStock ÆCommon stock Æ One share of
IBM common stock
The following examples show how you can replace abstract terms with more concrete
ones and increase your reader’s comprehension:
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Before
Sandyhill Basic Value Fund, Inc. (the “Fund”) seeks capital appreciation and,
secondarily, income by investing in securities, primarily equities, that management of the
Fund believes are undervalued and therefore represent basic investment value.
After
At the Sandyhill Basic Value Fund, we will strive to increase the value of your shares
(capital appreciation) and, to a lesser extent, to provide income (dividends). We will
invest primarily in undervalued stocks, meaning those selling for low prices given the
financial strength of the companies.
Before
No consideration or surrender of Beco Stock will be required of shareholders of Beco in
return for the shares of Unis Common Stock issued pursuant to the Distribution.
After
You will not have to turn in your shares of Beco stock or pay any money to receive your
shares of Unis common stock from the spin-off.

Omit Superfluous Words
Words are superfluous when they can be replaced with fewer words that mean the same
thing. Sometimes you can use a simpler word for these phrases:
Superfluous
in order to
in the event that
subsequent to
prior to
despite the fact that
because of the fact that
in light of
owing to the fact that

Simpler
to
if
after
before
although
because, since
because, since
because, since

Another source of superfluous words is “shot-gunning”: letting loose a blast of words,
hoping that at least one conveys your intended meaning. The simplest solution here is to
replace your laundry list of adjectives with a single word or phrase that adequately
expresses your intended meaning.
Omitting superfluous words is one of the easiest ways to improve your business plan,
because it doesn’t require you to revise sentence structure.
Before
The following summary is intended only to highlight certain information contained
elsewhere in this Prospectus.
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After
This summary highlights some information from this Prospectus.
Before
Machine Industries and Great Tools, Inc. are each subject to the information requirements
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and in
accordance therewith file reports, proxy statements and other information with the
Securities and Exchange Commission (the “Commission”).
After
We file annual, quarterly, and special reports, proxy statements, and other information
with the Securities and Exchange Commission (SEC).
Before
Drakecorp has filed with the Internal Revenue Service a tax ruling request concerning,
among other things, the tax consequences of the Distribution to the United States holders
of Drakecorp Stock. It is expected that the Distribution of Beco Common Stock to the
shareholders of Drakecorp will be tax-free to such shareholders for federal income tax
purposes, except to the extent that cash is received for fractional share interests.
After
While we expect that this transaction will be tax free for U.S. shareholders at the federal
level (except for any cash paid for fractional shares), we have asked the Internal Revenue
Service to rule that it is tax free.

Write in the Positive
Positive sentences are shorter and easier to understand than their negative counterparts.
For example:
Before
Persons other than the primary beneficiary may not receive these dividends.
After
Only the primary beneficiary may receive these dividends.
Also, your sentences will be shorter and easier to understand if you replace a negative
phrase with a single word that means the same thing. For example:
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Negative compound
not able
not accept
not certain
not unlike
does not have
does not include
not many
not often
not the same
not … unless
not … except
not … until

Single word
unable
reject
uncertain
similar, alike
lacks
excludes, omits
few
rarely
different
only if
only if
only when

Use Short Sentences
No one likes to read a sentence that is two pages long. And yet, lengthy, informationpacked sentences choke many business plans today. To complicate matters further, these
sentences are filled with jargon and legalese. The longer and more complex a sentence,
the harder it is for readers to understand any single portion of it.
Before
The following description encompasses all the material terms and provisions of the Notes
offered hereby and supplements, and to the extent inconsistent therewith replaces, the
description of the general terms and provisions of the Debt Securities (as defined in the
accompanying Prospectus) set forth under the heading “Description of Debt Securities”
in the Prospectus, to which description reference is hereby made. The following
description will apply to each Note unless otherwise specified in the applicable Pricing
Supplement.
If you really want to root out the problem with this paragraph, you need to think of the
deeper reasons why it doesn’t work. If you look beyond the language used, you’ll find
that it presents complex information without first providing a context for the reader.
The rewrites that follow show two ways to provide the context, with and without
tabulation.
After
We provide information to you about our notes in three separate documents that
progressively provide more detail: 1) the prospectus, 2) the prospectus supplement, and
3) the pricing supplement. Since the terms of specific notes may differ from the general
information we have provided, in all cases rely on information in the pricing supplement
over different information in the prospectus and the prospectus supplement; and rely on
this prospectus supplement over different information in the prospectus.
Or
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We provide information to you about our notes in three separate documents that
progressively provide more detail:
1. The Prospectus
General information that may or may not apply to each note.
2. The Prospectus Supplement
More specific than the prospectus, and to the extent information differs from
the prospectus, rely on the different information in this document.
3. The Pricing Supplement
Provides final details about a specific note including its price. To the extent
information differs from the prospectus or the prospectus supplement; rely on
the different information in this document.
Information-packed sentences leave most investors scratching their heads. So many of
these sentences have become “boiler plate” that writers cut and paste them into new
documents without thinking about how they can be improved. Since overly long
sentences can be so intimidating, let’s tackle another one:
Before
The Drake Capital Corporation (the “Company”) may offer from time to time its Global
Medium-Term Notes, Series A, Due from 9 months to 60 Years From Date of Issue,
which are issuable in one or more series (the “Notes”), in the United States in an
aggregate principal amount of up to U.S. $6,428,598,500, or the equivalent thereof in
other currencies, including composite currencies such as the European Currency Unit (the
“ECU”) (provided that, with respect to Original Issue Discount Notes (as defined under
“Description of Notes – Original Issue Discount Notes”), the initial offering price of such
Notes shall be used in calculating the aggregate principal amount of Notes offered
hereunder).
After
The Drake Capital Corporation may offer at various times up to U.S. $6,428,598,500
worth of Global Medium-term notes. These notes will mature from 9 months to 60 years
after the date they are purchased. We will offer these notes in series, starting with Series
A, and in U.S., foreign, and composite currencies, like the European Currency Unit. If we
offer original issue discount notes, we will use their initial offering prices to calculate
when we reach $6,428,598,500.
As you can see, one long sentence became four shorter sentences. The paragraph moves
from the general to the specific, contains short, common words, and is written in the
active voice. You only need to read the paragraph once to understand it.
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Replace jargon and legalese with short, common words.
Ruthlessly eliminate jargon and legalese. Instead, use short, common words to get your
points across. In those instances where there is no plain English alternative, explain what
the term means when you first use it.
If you have been in the financial or legal industry for awhile, it may be hard to spot
jargon and legalese in your writing. Consider asking someone outside the industry to
check your work for incomprehensible words.
Don’t create new jargon that’s unique to your document in the form of acronyms or other
words. It’s asking too much of your readers to memorize a new vocabulary while they are
trying to understand complicated concepts. This holds true for individual and institutional
investors. Note the following, which is the first sentence on the cover page of an
exchange offer:
NLR Insured Mortgage Association, Inc., a Delaware corporation (“NLR MAE”), which
is an actively managed, infinite life, New York Stock Exchange-listed real estate
investment trust (“REIT”), and PAL Liquidating REIT, Inc., a newly formed, finite life,
self-liquidating Delaware corporation which intends to qualify as a REIT (“PAL
Liquidating REIT”), hereby jointly offer, upon the terms and subject to the conditions set
forth herein and in the related Letters of Transmittal (collectively, the “Offer”), to
exchange (i) shares of NLR MAE’s Common Stock, par value $.01 per share (“NLR
MAE Shares”), or, at the option of Unitholders, shares of PAL Liquidating REIT’s
Common Stock, par value $.01 per share (“PAL Liquidating REIT Shares”), and (ii) the
right to receive cash payable 60 days after closing on the first of any Acquisitions (as
defined below) but in no event later than 270 days (nine months) following
consummation of the Offer (the “Deferred Cash Payment”), for all outstanding Limited
Partnership Interests and Depository Units of Limited Partnership Interest (collectively,
“Units”) in each of PAL Insured Mortgage Investors, a California limited partnership
(“PAL 84”), PAL Insured Mortgage Investors - Series 85, A California Limited
Partnership, a California limited partnership (“PAL 85”), and PAL Insured Mortgage
Investors L.P. - Series 86, a Delaware limited partnership (“PAL 86”). See “THE
OFFER.”
This sentence suffers from many shortcomings. It’s long and laden with defined terms
and other data that mask the fundamental information: the two companies are offering to
exchange their stock for the investors’ limited partnership holdings. Some of the
information, such as par value and places of incorporation, can be moved to another part
of the document. Much of the language modifies the subjects and the objects: this
language, too, can be moved to a separate sentence or another section of the prospectus.
This example shows the hazards of creating unfamiliar acronyms. They provide false
economies, especially when they are introduced on the cover page and in the first pages
of the prospectus. They may save a few words, but they may also frustrate and force the
reader to take more time and effort to understand the document. Where acronyms, such as
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REIT, are widely understood by the investing public, they can safely be used without
creating confusion.
Occasionally, it’s necessary to assign a shorter word to a long proper noun and use this
word throughout the rest of the document. In these rare instances, try to choose a word
that has an intuitive, logical relationship to the one it’s replacing. This reduces the
number of new words or phrases the reader needs to memorize to understand the
document.
Choose the simpler synonym.
Surround complex ideas with short, common words. For example, use “end” instead of
“terminate,” “explain” rather than “elucidate,” and “use” instead of “utilize.” When a
shorter, simpler synonym exists, use it.
Keep the subject, verb, and object close together.
Short, simple sentences enhance the effectiveness of short, common words. We’ve
covered a number of guidelines for writing shorter sentences, but there are a few more
you can use to streamline your writing further.
To be clear, sentences must have a sound structure. Here are a few ways to ensure yours
do.
The natural word order of English is subject-verb-object. Your sentences will be clearer if
you follow this order as closely as possible. In business plans, this order is frequently
interrupted by modifiers. For example:
Before
Holders of the Class A and Class B-1 certificates will be entitled to receive on each
Payment Date, to the extent monies are available therefore (but not more than the Class A
Certificate Balance or Class B-1 Certificate Balance then outstanding), a distribution.
After
Class A and Class B-1 certificate holders will receive a distribution on each payment date
if cash is available on those dates for their class.
Before
The following description of the particular terms of the Notes offered hereby (referred to
in the accompanying Prospectus as the “Debt Securities”) supplements, and to the extent
inconsistent therewith replaces, the description of the general terms and provisions of the
Debt Securities set forth in the Prospectus, to which description reference is hereby made.
After
This document describes the terms of these notes in greater detail than our prospectus,
and may provide information that differs from our prospectus. If the information does
differ from our prospectus, please rely on the information in this document.
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Write using “if-then” conditionals.
Conditional statements are very common in business plans – although they are rarely
written that way. When we rewrote the last example as a conditional, we followed the
natural English word order very closely. That’s why the sentence is easier to read.
Here are four rules of thumb to help you write conditional statements effectively:
1. One “if,” one “then”: When there is only one if and one then, starting with the
“if” may spare some of your readers from having to read the rest of the
sentence. In these cases, the “if” clause defines who or what the “then” clause
applies to.
If you invested in Class A shares, then…
2. One “if,” multiple “thens”: When there is only one “if” and more than one
“then,” start with the “if” and create a table for the “thens.” For example:
If you do not properly proofread, then:
1)Readers will be confused.
2)You may be unintentionally communicating the opposite of what you mean.
3) Investors get a poor impression of your capabilities.
3. Multiple “ifs,” one “then”: When there is only one “then” and more than one
“if,” start with the “then” and create a table for the “ifs.” For example:
Then, you must pay taxes if:
1)Your profits exceed your expenses.
2)You didn’t withhold enough money from your pay.
3)You failed to make adequate estimated tax payments.
4. Multiples “ifs” and “thens”: When there is more than one “if” and more than
one “then,” you’ll probably need to break it down into more than one
sentence, taking care to specify which “ifs” apply to which “thens.” If the
information is still unclear, consider presenting the information in a table.
Keep your sentence structure parallel.
A long sentence often fails without a parallel structure. Parallelism simply means
ensuring that a list or series of items is presented using parallel parts of speech, such as
nouns or verbs.
In this section, we’ve shown each parallel structure we’ve used in bold.
Here’s an example that lacks parallel structure, from a mutual fund prospectus:
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Before
If you want to buy shares in Fund X by mail, fill out and sign the Account Application
form, making your check payable to “The X Fund,” and put your social security or
taxpayer identification number on your check.
After
If you want to buy shares in Fund X by mail, fill out and sign the Account Application
form, make your check payable to “The X Fund,” and put your social security or taxpayer
identification number on your check.
Here is a more subtle example from another mutual fund prospectus:
Before
We invest the Fund’s assets in short-term money market securities to provide you with
liquidity, protection of your investment, and high current income.
This sentence is unparallel because its series is made up of two nouns and an adjective
before the third noun. It’s also awkward because the verb provided is too closely paired
with the nominalization protection.
One logical revision to the original sentence is to change the noun series to a verb series.
After
We invest in short-term money market securities to provide you with liquidity, to protect
your investment, and to generate high current income.
All writers, regardless of their degree of expertise, occasionally write unparallel
sentences. The best way to rid your document of them is to read through it once, solely to
find these mistakes. Reading your document aloud can make unparallel constructions
easier to spot.
Steer clear of “respectively.”
How easy is it to read the following sentence once and understand what it means?
Before
The Senior Notes and the guarantee (the “Guarantee”) of the Senior Notes by Island
Holdings will constitute unsecured senior obligations of the Issuer and Island Holdings,
respectively.
After
The senior notes are an unsecured senior obligation of the issuer, while the guarantee of
the senior notes is an unsecured senior obligation of Island Holdings.
Whenever you use “respectively,” you force readers to go back and match up what
belongs to what. This may save words, but your reader has to use more time and read
your words twice to understand what you’ve written.
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6. Designing Your Document
A plain English document reflects thoughtful design choices. When you choose the right
design, your document is easier to read and its information easier to understand. Choose
the wrong design, and you’ll have a “failure to communicate” again!
In this section, you’ll learn how basic design decisions, like typeface selection, can
dramatically improve the readability of your document. Be cautious when you use
expensive design features that give artistic appeal, but only obscure the text. In a plain
English document, design serves the goal of communicating your information as clearly
as possible.

Beginning the Design Process
Note to public companies: If you have an in-house printing or graphics department, check
to see whether they have already dealt with design issues in other documents or whether
they have skilled designers who can help you with your document. If your company or
underwriter has a style manual, it typically will define a required “look” that specifies
typefaces and layouts. Since some standards or guidelines in your style manual may
precede plain English, review them to ensure they contribute to good design and ease of
reading.
If you plan to use a designer, keep the following in mind:


Good design requires clear communication between you and the designer. Keep
the lines of communication open and flowing.



Take the time to explain the nuances of your document to your designer.



Don’t move into the design phase until your text is final. Once the document is
put into page layout software, or once it is at the printer, making text changes can
be tedious and expensive.

If you don’t have a design professional, fear not. You can apply many of the simple
concepts discussed in this chapter to produce a readable, visually-appealing document.
Side note for do-it-yourselfers:
If you’d like to learn about design, you may want to checkout Neil Tarvin’s e-book…
How to Design and Create a Great e-Book
http://greatebook.bizplansecrets.com/
You’ll notice Neil’s site also has all kinds of resources for document design and
development – free Word templates, software, and e-books to help you design and
develop crisp layouts for your business plan. If you’re acting as your own design
professional, you’ll want to add this site to your browser’s “favorites” list.
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While the field of design extends broadly, this section covers five basic design elements
and how they contribute to creating a plain English document:






hierarchy or distinguishing levels of information
typography
layout
graphics
color

Hierarchy
Much like an outline, a document’s hierarchy shows how you’ve organized the
information; it helps the reader understand the relationship between different levels of
information.
A typical hierarchy in a business plan might include:






The document title
Section headings (first level)
Subsection headings (second level)
Paragraph headings (third level)
General text (fourth level)

Designers use different typefaces or type sizes in the headings to distinguish these levels
for the reader. As a rule of thumb, there should be no more than six levels in the
document, excluding the document’s title.
You can signal a new level by varying the same typeface or by using a different typeface.
Here’s a demonstration of how we’ve used different typefaces to distinguish levels in this
manual:

Section headings
Subsection headings
Paragraph headings
General text

Typography
Although it may seem like a minor decision, your typeface selection will be one of the
elements that most strongly defines the design and readability of your document.
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Kinds of typefaces
Typefaces come in two varieties: serif and sans serif.
serif

sans serif

N

N

All serif typefaces have small lines at the beginning or ending strokes of each letter.
Virtually all newspapers and many magazines use some form of serif type for their
general text because serif fonts are easier to read than sans serif. Popular serif typefaces
are: Perpetua, Georgia, Century, Garamond, and Times. Here are some examples:
serif

This is an example of Perpetua.
This is an example of Georgia.
This is an example of Century.
This is an example of Garamond.
This is an example of Times.

Sans serif typefaces lack those extra strokes, the small connective lines. This manual uses
a serif typeface called Times New Roman for general text. The type used for most
headings throughout this document is a sans serif typeface, Gautami. Arial, Franklin
Gothic, Verdana, Century Gothic and Tahoma are other examples of sans serif typefaces.
sans serif

This is an example of Arial.
This is an example of Franklin Gothic.
This is an example of Verdana.
This is an example of Century Gothic.
This is an example of Tahoma

Generally, serif typefaces are easier to read in documents like business plans than sans
serif because the small connective lines of serif help to lead your eye more quickly and
smoothly over the text. It is best to use sans serif typefaces in small quantities – for
emphasis or headings, but not for general text. Both serif and sans serif fonts work well
for headings.
Selecting the right typeface
When choosing a typeface, think carefully about where the typeface will appear in the
document. For example, will it be general text, or will it apply to information that needs
to be highlighted? Will it introduce a section?
Some typefaces are harder to read than others, and were never intended for general text.
Typefaces like Haettenschweiler or other bold, italic, or condensed typefaces were
designed for headlines or for large display type, such as on signage and posters. These
examples show how difficult it is to read text in these typefaces.
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Haettenschweiler
Justified text was the style for many years – we grew up on it. But there has been a great deal of
research on readability (how easy something is to read) and it shows that those disruptive, inconsistent
gaps between the words inhibit the flow of reading. Besides, they look dumb. Keep your eyes open as you
look at professionally-printed work... and you’ll find there’s a very strong trend now to align type on the
left and leave the right ragged. - Robin Williams, The Mac Is Not a Typewriter
Franklin Gothic Condensed Bold
Justified text was the style for many years – we grew up on it. But there has been a great deal of
research on readability (how easy something is to read) and it shows that those disruptive,
inconsistent gaps between the words inhibit the flow of reading. Besides, they look dumb. Keep
your eyes open as you look at professionally-printed work...and you’ll find there’s a very strong
trend now to align type on the left and leave the right ragged. - Robin Williams, The Mac Is Not a

Typewriter

You can mix different typefaces, but do so with discretion; not all typefaces work well
together. Mixing a serif and sans serif can look good and create a clear contrast between
your levels. Mixing two serif or two sans serif typefaces can look like a mistake. As a
general rule, do not use more than two typefaces in any document, not counting the bold
or italic versions of a typeface.
Type measurement
All typefaces are measured in points (pts), but strangely, different typefaces in the same
point size are not necessarily of equal size. For example, here are four typefaces set in
11pt:
This is an example in 11pt. Franklin Gothic Book
This is an example in 11pt. Century Gothic
This is an example in 11pt. Garamond
This is an example in 11pt. Georgia
This is an example in 11pt. Times

Choose a legible type size.
A point size that is too small is difficult for everyone to read.

A point size that is too large is also

hard to read. Generally, type in the 10pt to 12pt range is most common. But as you
can see from the examples above, some typefaces in 11pt will strain some readers. If you
have special concerns about legibility, especially for an older audience, you should
consider using 12pt or larger.
Emphasizing text.
It’s common in business plans to see blocks of text in bold and uppercase letters. The
capitalization and bold type attempt to catch the reader’s attention. Unfortunately, those
capitals make the text difficult to read. All uppercase sentences usually bring the reader
to a standstill because the distinctive shapes of words disappear, causing the reader to
slow down and study each letter. Ironically, readers tend to skip sentences written in all
uppercase.
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To highlight information and maintain readability, use a different size or weight of your
typeface. Try using extra white space, bold type, shading, rules, boxes, or sidebars in the
margins to make information stand out. This manual uses different weight and highlights.
Whatever method you choose to highlight information, use it consistently throughout
your document, so your readers can recognize how you flag important information.
Before
THE SECURITIES AND EXCHANGE COMMISSION HAS NOT APPROVED OR
DISAPPROVED THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS
TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.
After
The Securities and Exchange Commission has not approved or disapproved these
securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.
After
The Securities and Exchange Commission has not approved or disapproved these
securities or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

Layout
Designers think carefully about white space, column width, line-spacing, and paragraph
length. These design elements determine whether reading is easy or becomes too much of
a physical or mental chore.
Side note for do-it-yourselfers:
Select a layout for your plan quickly…
Word Templates for e-Books
by Neil Tarvin
http://ebooktemplates.bizplansecrets.com/
Neil has put together a great series of Word templates that you can use for your business
plan.
Use white space effectively.
Generous use of white space on the page enhances readability, helps to emphasize
important points, and lightens the overall look of the document. White space especially
affects the readers of business plans, because these documents usually feature dense
blocks of impenetrable text.
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You should fight the impulse to fill up the entire page with text or graphics.
A wide left or right margin can make the document easier to read. The use of white space
between sections or subsections helps readers recognize which information is related.
Use left justified, ragged right text.
Research shows that the easiest text to read is left justified, ragged right text. That means
that the text is aligned, or is flush to the left edge and is loose, or ragged, on the right
edge.
The text you are reading here is left justified, ragged right.
Fully justified text means both the right and left edges are flush, or even. When you fully
justify text, the spacing between words fluctuates from line to line, causing the eye to
stop and constantly re-adjust to the variable spacing on each line.
Currently, most business plans are fully justified. This, coupled with a severe shortage of
white space, makes these documents visually unappealing and difficult to read.
Be especially wary of centering text, or using text to form a shape or design. Uneven
margins may make a visual impact, but they make reading extremely difficult.
Recommended: left justified, ragged right
Justified text was the style for many years – we grew up on it. But there has been
a great deal of research on readability (how easy something is to read) and it
shows that those disruptive, inconsistent gaps between the words inhibit the flow
of reading. Besides, they look dumb. Keep your eyes open as you look at
professionally printed work… and you’ll find there’s a very strong trend now to
align type on the left and leave the right ragged.
Not recommended: fully justified text
Justified text was the style for many years – we grew up on it. But there has been
a great deal of research on readability (how easy something is to read) and it
shows that those disruptive, inconsistent gaps between the words inhibit the flow
of reading. Besides, they look dumb. Keep your eyes open as you look at
professionally printed work… and you’ll find there’s a very strong trend now to
align type on the left and leave the right ragged.
Not recommended: centered text
Justified text was the style for many years – we grew up on it. But there has been
a great deal of research on readability (how easy something is to read) and it
shows that those disruptive, inconsistent gaps between the words inhibit the flow
of reading. Besides, they look dumb. Keep your eyes open as you look at
professionally printed work… and you’ll find there’s a very strong trend now to
align type on the left and leave the right ragged.
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Use line-spacing to lighten the page.
Line-spacing, or “leading” (rhymes with “sledding”), refers to the amount of space
between lines of text. Leading controls the density and readability of the text. Just as type
is measured in points, so is leading. A type description of 12/16 means that 12pt type has
been set with 4pts of additional leading between the lines. Generous leading can give a
long paragraph a lighter, “airier” feeling and make it easier to read.
Avoid setting type without any additional leading (such as 10/10 or 12/12), sometimes
referred to as being “set solid.” Typically, you should allow at least 2pts of leading
between lines of type. You may want to add more leading, depending on the “airiness”
you would like the document to have. Review the following examples to see how leading
affects readability.
11/11
Justified text was the style for many years – we grew up on it. But there has been a great
deal of research on readability (how easy something is to read) and it shows that those
disruptive, inconsistent gaps between the words inhibit the flow of reading. Besides, they
look dumb. Keep your eyes open as you look at professionally printed work...and you’ll
find there’s a very strong trend now to align type on the left and leave the right ragged.
11/13
Justified text was the style for many years – we grew up on it. But there has been a great
deal of research on readability (how easy something is to read) and it shows that those
disruptive, inconsistent gaps between the words inhibit the flow of reading. Besides, they
look dumb. Keep your eyes open as you look at professionally printed work...and you’ll
find there’s a very strong trend now to align type on the left and leave the right ragged.
11/15
Justified text was the style for many years – we grew up on it. But there has been a great
deal of research on readability (how easy something is to read) and it shows that those
disruptive, inconsistent gaps between the words inhibit the flow of reading. Besides, they
look dumb. Keep your eyes open as you look at professionally printed work...and you’ll
find there’s a very strong trend now to align type on the left and leave the right ragged.

Keep lines to a reasonable length.
A comfortable line length for most readers is 32 to 64 characters. Go any longer than that,
and your readers will lose their place when they read from line to line. A safe rule to
follow is: the smaller the type size, the shorter the line length. This is why when you pick
up any newspaper, magazine, or large book you’ll rarely see text that goes from one side
of the page clear to the other, as you do in some business plans.
Use columns for large amounts of text.
Columns also help your readers to move quickly and easily through large amounts of
text. An average column width can vary from 25 to 40 characters. Remember to use
ample white space between columns, too. Note that while columns may make text more
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readable on the page, they can reduce readability when someone is reading a document
on their computer screen.
Don’t
Justified text was the style for many years – we grew up on it. But there has been a great deal of research
on readability (how easy something is to read) and it shows that those disruptive, inconsistent gaps
between the words inhibit the flow of reading. Besides, they look dumb. Keep your eyes open as you
look at professionally printed work...and you’ll find there’s a very strong trend now to align type on the
left and leave the right ragged.
Do
Justified text was the style for many years – we grew up on it. But there as been a great
deal of research on readability (how easy something is to read) and it shows that those
disruptive, inconsistent gaps between the words inhibit the flow of reading. Besides, they
look dumb. Keep your eyes open as you look at professionally printed work...and you’ll
find there’s a very strong trend now to align type on the left and leave the right ragged.
Do
Justified text was the style for many years – we grew up on it. But there has been a great
deal of research on readability (how easy something is to read) and it shows that those
disruptive, inconsistent gaps between the words inhibit the flow of reading. Besides, they
look dumb. Keep your eyes open as you look at professionally printed work...and you’ll
find there’s a very strong trend now to align type on the left and leave the right ragged.
Keep paragraph length relatively short.
To reduce dense text, keep paragraphs as short as possible. Even though paragraph length
is determined by content, here are some design tips that can help to lighten a long
paragraph.


Use bullets to list information wherever possible. This makes information easier to
absorb in one quick glance, as the following illustrates:

Before
The funds invest mainly in the stocks of U.S. and foreign companies that are showing
improved earnings and that sell at low prices relative to their cash flows or growth rates.
The Fund also invests in debt, both investment grade and junk bonds, and U.S Treasury
securities.
After
We invest the fund’s assets in:
• Stocks of U.S. and foreign companies that
– show improved earnings
– sell at low prices relative to their cash flows or growth rates
• Debt, both investment grade and junk bonds
• U.S. Treasuries
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Use tables to increase clarity

Use tables to increase clarity and cut down the amount of text. Tables often convey
information more quickly and clearly than text. The information in this table is more
easily grasped in a table than in a narrative form:
Before
Our investment advisory agreements cover the Growth Fund, International Fund, Muni
Fund, Bond Fund, and the Money Market Fund. The effective date for agreements for the
Growth Fund and the International Fund is June 1, 1993, and for the Muni Fund, Bond
Fund and Money Market Fund, June 1, 1994.
After
Our Investment Advisory Agreement covers these funds:
Investment Advisory Agreement
Effective date

Fund name

June 1, 1993

Growth Fund
International Fund

June 1, 1994

Muni Fund
Bond Fund
Money Market Fund

Graphics
Graphics often illuminate information more clearly and quickly than text. This section
introduces some basic guidelines about using graphics in your document.
Side note for do-it-yourselfers:
If you want to learn more, there are several books and articles that cover this topic in rich
and rewarding detail. The best known work, The Visual Display of Quantitative
Information (http://visualdisplay.bizplansecrets.com/), by Edward R. Tufte, provides
practical advice on creating graphics.
In the introduction to The Visual Display of Quantitative Information, Edward R. Tufte
writes about the importance and value of graphics:
At their best, graphics are instruments for reasoning about
quantitative information. Often the most effective way to describe,
explore, and summarize a set of numbers – even a very large set –
is to look at pictures of those numbers. Furthermore, of all
methods for analyzing and communicating statistical information,
well-designed data graphics are usually the simplest and at the
same time the most powerful.
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On page 51 of his book, Tufte formulates a number of basic principles to follow in
creating excellent graphics. Among them are these:
Graphical excellence is that which gives to the viewer the greatest
number of ideas in the shortest time with the least ink in the
smallest space.
And graphical excellence requires telling the truth about data.
A few experts have studied the use of graphics in business plans, isolating the areas
presenting the most problems. We can boil down their advice to these guidelines.
Keep the design simple.
Keep the design of any graphic as simple as possible. Pare away any non-essential design
elements so the data stands out. Think of it this way: as much of the ink as possible in a
graphic should deal with a data points, and not decoration. Some of the worst mistakes
occur when design elements interfere with the clear presentation of information, such as
needless 3-D effects, drop shadows, patterns, and excessive grid lines. Don’t let a design
element turn into what Tufte calls “chartjunk.”
This example shows how a 3-D bar graph provides initial visual appeal, but is harder to
read and understand than a straightforward presentation of the same information. The
multiple lines of the 3-D bars confuse some readers because the fronts of the bars appear
to have a lower value than the back of the bars. The lines in the 3-D bar graph also make
the graph look crooked.
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Check proportions of visuals.
Generally, you should avoid graphics that start at a non-zero baseline, because they
distort differences by destroying correct proportions. Compare these two bar charts to see
how the non-zero baseline can mislead the reader as to the magnitude of change from
quarter to quarter.

Draw graphics to scale.
Any graphic should be proportionately correct or drawn to scale. For example, if you are
showing an increase in oil production through a series of oil barrels in ever-increasing
sizes, make sure a barrel isn’t represented as 50 percent bigger when production went up
only 25 percent that year.
Be consistent when grouping graphics.
If you group graphics side-by-side, avoid changing your scale from one graphic to
another, as in the examples above. Also, lining up three graphics that present data in
billions, millions, then dollars can mislead the reader.
Don’t reverse time.
In graphics showing information over time, time should flow forward, not backward.
With the exception of cultures where language runs right to left (e.g., Hebrew, Arabic),
people read all material as progressing from left to right – we are psychologically trained
to read material this way. In these examples, even though the first graphic is clearly
labeled, it gives a false visual impression that earnings are going down over time rather
than up.
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Organize data to hasten insights.
Choose an organization that helps the reader grasp information and comparisons quickly.
For instance, if you have a list of foreign stock markets showing their returns in one year,
list them in descending order by the magnitude of their returns instead of in alphabetical
rder.

Integrate text with graphics.
A graphic and its text should be together. You don’t want to break your reader’s
concentration by separating the two, forcing your reader on a detour to another page in
search of the graphic that goes with the text.
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Think twice about pie charts.
According to Tufte, “...the only worse design than a pie chart is several of them.” Pie
charts can be useful in illustrating parts of a whole, but not when you divide the pie into
more than five or six slices. Most readers find it difficult to draw accurate comparisons
between pie slices or between multiple pie charts, because the slices form irregular
shapes. Showing the same information in a table can often be clearer.
Don’t forget your typography.
When choosing a typeface for text such as labels for the axes on a graph, consider using a
sans serif typeface if the type is small and the text is short in length. If you want to insert
a note or explanation directly on the graphic, use a serif font if the text is long. Continue
to use upper and lowercase type for increased legibility. The guidelines for good
typography we discussed earlier still apply when creating graphics.
Trust your eye.
Finally, one guideline rises above all others in importance and rests squarely with you:
Cultivate an appreciation of graphics and then trust your eye. If a graphic seems unclear
or unhelpful to you, no matter how many “guidelines” it follows, it probably needs to be
revised.
Graphics communicate numbers and concepts visually. You turn to graphics when they
stimulate a deeper or quicker understanding and appreciation of a situation than words
alone. To create a good graphic, you must study the design critically and assess whether
it conveys information honestly, accurately, and efficiently.

Color
According to Neil Tarvin, author of several books on e-book design and development,
“There are numerous reasons and ways to use color – the trick is using it effectively.”
Black is a color.
The majority of your documents will be produced in black and white. When designing
these documents, it’s easy to forget that you are using a color: black. Since black is such
a powerful color, balancing it on the page can be a tightrope act: too little emphasis can
grey-out the page, too much can blacken it.
If you are using only black, your use of type is usually the way you balance the page’s
color. Some typefaces are heavier or lighter than others, and most type families are
available in varying weights. For example:
Heavy
Less Heavy
Lighter
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Choosing the proper combinations of type weights will help to make your document look
more inviting.
Some additional ways to introduce visual appeal to a one-color document are through:





Shading
Graphics
Rules or lines
Colored paper stocks

Again, your use of these elements should not overwhelm or distract from the legibility of
your text.
With all this said, a little color used effectively in your business plan can affect your
investor’s emotions, and even stir a few physical reactions too. You can also use color to
highlight and emphasize important points in your plan and to help readers scan your
document more easily.
The key is not to turn your document into a first-grade finger painting. If you want to use
color in your business plan, try…
The “But I am Not an Artist” Guide to e-Book Design.
by Neil Tarvin
http://ebookdesign.bizplansecrets.com/
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7. Finalizing Your Document
At this point, your business plan is probably affectionately referred to as the “book.”
Creating the “book” is somewhat a rite of passage, signaling that you will soon be faceto-face with prospective investors. Don’t take shortcuts now.
No matter how good you think your first draft is, there’s always room for improvement.
Take a step back to try your case again… sell yourself first.
Is your plan truthful? Does it fully disclose all the evidence and risks associated with
your venture? Can investors determine beyond a reasonable doubt whether investing in
your business is the right choice for them?
This section will show you how to put the finishing touches on your document and get it
ready for distribution. Let’s get started!

Get a Fresh Set of Eyes
Put your document away for a day or two.
Don’t look at it – forget all about it.
That’s right. Wait as long as it takes for you to get a fresh, unbiased look at your
document.
When you’re all rested, print out your document – double-spaced with wide margins.
Find a nice quite space and get focused. Then, read the document through the eyes of
your investors or prospective investors. Be kind to yourself, because you’re going to find
plenty of missing evidence, major typos, half-thoughts, etc. But you’ll also generate new
ideas and ways to improve your document. Put all your notes right on the document in
red pen.

The Second Draft
Once you’ve gone through the entire document, go back to your computer. Then, using
your notes, complete a second draft. Run a spell-check on your document. You can also
run a grammar-checker like...
StyleWriter
http://business-plan-secrets-revealed.com/writing-software.html
I have mixed feelings about grammar-checkers. To me, they can be more work than
they’re worth. But, if you can’t afford someone to review and edit your document, then I
suggest you use something like StyleWriter.
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Don’t use an editor or editing service until you’re absolutely sure your case is
bulletproof, and have experienced business people or friendly investors review and
comment on it.
But be sure the draft you have them review is clean and well written. You want them to
review your plan through the eyes of an investor, not an English teacher. If you have to –
hire a person within your industry to critique your plan.
I guarantee they’ll spot problems that you never thought of, and ask questions you
thought you had answered in the plan.
If you can’t find someone to review your plan, try…
Venture Planning Associates
http://ventureplanassoc.bizplansecrets.com
In-depth review; includes review by Venture Capitalist, written recommendations, two
hours of phone consultation, and a guaranteed turnaround in three business days. A Due
Diligence Check List is also included. A valuation calculation and sample term sheet for
your particular deal will complete the package. The fee for the Business Plan Review is
$1,250 due at the time of submission, but not drawn upon until delivery of the Review
Report and Telephone Consult.

The Third Draft
Now for a third and final draft…yep, one more time. So stay with it.
Incorporate your reviewers’ comments.
Now, give your document one final read-though from the investor’s perspective:


Are there sections that assume too much expertise on the part of the investor?



Do certain terms or concepts need clarification?



Are there any parts to your case that lack full disclosure or supporting evidence?



Finally, is there additional information investors might require to determine,
beyond a reasonable doubt, whether this investment is the right choice for them?

When the answer to all these questions is “no,” your part is done. No more changes, text
or otherwise.

Final Proofing
Again, get a day or two away from the document. Then, finalize the format and cleanup
cosmetic things using the following steps:
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1. Run a final spell-check, proofread and grammar check: Spend the time and
few extra dollars to avoid embarrassing typos and grammar blunders.
Now is the time to use a proofing or editing service. I’ve gotten good service
and fast turnaround from both of these companies:
English Text Doctor
http://textdoctor.bizplansecrets.com/
Scribendi
http://scribendi.bizplansecrets.com/
2. Style and font check: Be consistent. If the style and fonts you’re using don’t
help the readability of your document, don’t use them.
3. Graphic check: Simple? Not over used?
4. Pagination: Page layout appropriate? Nothing weird going on like unintended
blank pages or page breaks at a crucial spot in a table?
5. Table of Contents: Have one and be sure section headings and page numbers
agree.
Now you really are done with drafting, proofing and editing!
It’s time to “go to press.”
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8. Time to Go to Press
Okay, it’s time to decide how you’ll package your plan for delivery to prospective
investors.
For starters, think about how you might hand out your plan to interested investors – in
person, by mail, electronically, or all of the above. The method you choose influences
whether you’ll need hard copies of your plan, or effective ways to e-mail your plan or for
investors to download it from a secured site.
In this section, you’ll learn the many different ways to package your plan for flexibility
and the best results.

Hard Copies
A hard copy, paper document is still the medium investors prefer most. They can carry it
with them, make notes in it, and they don’t have to spend their time or resources printing
it themselves.
With that said, start scouting for and developing a relationship with a printer once you’re
into your second draft. Get several quotes, because copying and printing prices can vary
wildly. Don’t just assume that places like Kinko’s, Office Depot or Staples are the least
expensive. Do your homework.
Sometimes you can save money when you bring your own paper. Plus, this can be good
from a quality control standpoint, because you can use a heavier stock of paper in a
brighter white. To ensure a crisp, clean look for your document, try using 24-lb paper
with a 90 brightness, compared to the 20-lb, 84 brightness that most print shop use.
Go with a glossy card stock for your cover, for the best brightness in color. Ask the
printer to score it. This way the cover lays flat more easily when it’s opened or closed,
especially when you’re using a heavier grade paper. Pre-scoring the spine before binding
also keeps the cover stock from cracking. This is especially important if your cover has a
lot of color – cracking makes the paper’s fibers “break through” the color printed on it.
See below for tips on binding methods.
E-mail and your print shop
Today, many printers let you e-mail your final document to them for printing, so you can
save time and travel. To learn how to get your electronic files printed the way you
intended, go to Julian Foster’s Printing Tips (http://www3.teleplex.net/jr/ptips.htm). Get
familiar with these tips, and life with your printer will be much easier.
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Print on one side or both sides?
Business plans are typically printed on 8.5” x 11” paper. Some plans are printed on both
sides of the paper, others on one side. Double-sided printing gives a more professional
look and keeps your package thin. But since your business plan should be no more than
20 to 30 pages, you really can’t go wrong either way.
Depending on your software program and your computer printer’s capability, there’s an
option under Page Layout that’ll let you format your plan for double-sided or other print
layouts.
You might also want to try Clickbook…
Clickbook
http://clickbook.bizplansecrets.com/
Clickbook is a print utility that lets you print your plan in any of 130 layouts. The
software intercepts pages going to laser or inkjet printers and automatically rotates,
reduces and realigns pages into the correct order to create double-sided booklets and
brochures.
Binding
No matter which way you decide to print your plan, spend the time and money to bind it
properly. It’s frustrating to investors to flip through plans when pages are falling out,
covers won’t flip and stay open, or the binding is so tight up against the text that you
practically have to tear the document apart to read the pages.
Pick your binding with your reader in mind. Investors are people on the go, and they
often get inundated with hundreds of business plans. They take plans with them to read
on trains, plans, and in automobiles. They hurriedly stuff plans in their briefcases, pass
them on to colleagues, and bury them under stacks of papers. To accommodate your
readers, your packaging has to be durable yet easily transportable.
The good news is that the binding of books and documents is no longer restricted to
commercial binderies and large publishing departments. In fact, easy-to-use, affordable
binding equipment and supplies are now available to small business owners and do-ityourself corporate departments.
Here is a list of the many different binding options:
1. 19-Ring Plastic Comb Binding – Probably the most widely-used and
economical option available. It uses a small machine to punch 19 rectangular
holes on the binding edge that allow for the manual insertion of flexible
plastic combs.
2. Plastic Coil Binding – Creates spiral bound notebooks that lie completely flat.
Elastic plastic coils are long-wearing and hold their shape over years of use.
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3.
4.

5.

6.
7.

Special punching and inserting equipment is used to accommodate the plastic
coils.
VeloBinding – An economical strip-binding system that uses a manual or
electric punch and a hard plastic strip to permanently lock every page in place.
This is one of the most secure binding solutions.
Wire Binding – A traditional binding choice that creates permanent lie-flat
documents. There are two styles: 1) Double Loop Wire uses equipment to
punch a square- or round-hole pattern and has a wire closer; 2) Spiral-O uses
equipment to punches a rectangular plastic comb pattern and has a wire closer.
Thermal Binding – Special made covers and a Thermal Binder. The covers are
manufactured with an adhesive applied onto the spine of a soft or hardcover,
the Thermal Binder uses heat to melt the adhesive and bind the pages to the
spine of the book.
Thermal Tape Binding – Uses high quality linen cloth binding strips thermally
applied to the spine of the document with a tape-binding machine.
Bookletmaking/stitching – Uses staples to bind small booklets (usually 15
pages or less). Bookletmakers typically score, staple, fold and trim the
booklet.

Talk to your printer about what’s best for your document. You can also find more
information about doing your book binding in-house, binding equipment, supplies, and
nationwide service at the Binding Department at:
Machine Runner
http://machinerunner.com/Binding/Binding.html
If you’re writing an SEC disclosure document, you’ll want to use a professional financial
printer. For more information on financial printers, see:
American Financial Printers: http://www.afprinters.com/FAQ_master.htm
Bowne Financial Print: http://www.bowne.com/financialprint/index.asp
RR Donnelley Financial Capital Markets: http://www.rrdfin.com/CM.cfm

Electronic Copies
Converting your business plan into an e-book is very inexpensive in comparison to
publishing it as a hardcopy. It can also be downloaded directly from the Web or easily emailed to investors or prospective investors.
There are several e-book creation software packages on the market today, each having its
own pros and cons. I use Adobe Acrobat to create my e-books.
Adobe Acrobat
http://www.adobe.com/
One of the best things about using Adobe to format your book is that it uses what is call a
“portable document format” or PDF. This means it produces a file that can be instantly
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read on PC, Mac and Linux platforms. So, you shouldn’t have any trouble with investors
reading your files as long as they have an Acrobat reader installed on their computer.
Fortunately, most of the newer PCs come with Acrobat pre-installed, and many owners of
PCs have already downloaded the free Reader program onto their systems.
The way it works is you lay out your document in your word processing software like
Microsoft Word, and the Adobe Acrobat program automatically turns the document into
an e-book… sort of like printing to electronic paper!
What this means is your e-book or business plan pages will look formatted, just like a
regular book. It will look great, whether your investor pulls it up on the screen or prints it
out. Either way, the formatting is neat and clean.
Adobe Acrobat has many other features, such as hyperlinking functionality, which means
you can hyperlink to anywhere within your business plan document, to another PDF
document, or even to a Web page. It also has security features that can prevent readers
from copying or changing your document.
There is no shareware version of the full Adobe Acrobat program. But, there is Create
Adobe PDF Online, a Web-hosted service that lets you convert a variety of documents
into Adobe PDF files that anyone can view using the free Adobe Reader. You can sign up
for a free trial and create your first five Adobe PDF files for free at
https://createpdf.adobe.com/index.pl/3824480887.96387?BP=IE.
Adobe Acrobat can be expensive, so you might also want to check out Click2PDF.
Click2PDF
http://click2pdf.bizplansecrets.com/
It costs less than Adobe Acrobat and claims to do the same thing. You can download the
Click2PDF manual for free.

Congratulations!
Your business plan document is now ready for prime time. But before you send it out,
you need to prepare your oral argument.
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9. Preparing Your Oral Arguments
You’ve stayed up nearly all night studying and rehearsing your presentation to a very
prominent investment group. Now you’re rushing to the meeting. Just as you’re entering
the elevator to go to their offices on the 42nd floor, you’re joined by one of the partners
of the group who is responsible for making the decision to invest in your business.
This partner is just now getting up to speed on your business and asks you, “So, tell me,
why I should want to invest in your business?”
You’ve got 42 floors on the elevator to tell this important investor why she should invest
in your company. Where do you start? With the features and benefits of your major
product or service? With your low-cost operating model? Or, with your industry
experience and background? All of the above? None of the above?
Enter the “elevator pitch” – a 60-second, to-the-point, verbal pitch for your business. Of
course, it’s unlikely your meeting will take place on an elevator, but the ability to
separate your business from your competitors and get an investor’s interest in the short
time it takes to ride up an elevator is critical.
In this section, you’ll learn how to prepare your “elevator pitch” and get ready for your
first investor meeting.

Six Steps to Your “Elevator Pitch”
It takes time and thought to craft an effective elevator pitch for your business, but it’s a
necessary step. Here are the steps to craft your pitch:
1. Describe what it is you sell.
2. Articulate the typical prospect you sell your product or service to, the main
industry you serve, and how large of a market it is.
3. Tell how you expect to make money.
4. Identify the key reasons you and your team can be successful.
5. State your competition: who they are and what they have accomplished.
6. Tell how you separate yourself from your competition.
The Psychology of an “Elevator Pitch”
1. Open with an interrupt that gets the investor’s attention. Like the headline of
an ad, your opening statement or question must arouse interest and a desire to
want to hear more.
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2. “Short and clear” holds attention.
3. Say it with passion and excitement. If you don’t have it, your listener
definitely can’t have it.
4. Finish with a call to action. What would you like them to do? Take a business
card; request an executive summary, etc.?
Sample “Elevator Pitch”
In The Art of the Elevator Pitch, Robert Pagliarini, CEO of SeekingCapital.com, says he
used the following Elevator Pitch to pitch SeekingCapital.com:
“SeekingCapital.com is changing the future of private equity investing.
Private equity is a $100 billion a year market, with over 400,000 entrepreneurs aggressively
seeking capital at any given time.
SeekingCapital.com offers entrepreneurs and investors an efficient and uniquely interactive
method for obtaining or investing capital in pre-IPO companies.
SeekingCapital.com is not an “Internet only” company, but supports its online community with
local franchises in the United States and internationally.
Our team has decades of experience in the securities industry, investment banking, private equity,
and executive management. My partner and I have worked together side by side for several years
– co-managing and running the entire Internet operations of a publicly traded brokerage firm.
Our competitors such as XYZ Corp. and ABC Capital have had much success – ABC Capital was
recently valued at $550 million…despite several limitations.
SeekingCapital.com isn’t just a listing or matching service; we offer a community that breeds
interaction, education, and discussion. We work with companies globally, through all stages of
funding, and across all industries.
We are anticipating $XXX million this round to be used for employee building, increased office
space, and marketing.
We have a compelling two-page executive summary that I would like to send you. Can I get your
address?”

“Elevator pitch” template
Company name is insert your interrupt here of your target industry or market.
Your target industry or market is a state the dollar-size of your market, with over state
the number of potential customer and their frustration or problems you intend to address.
Your company offers targeted customers a state your solution.
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Your company separates itself from its competitors by state how you differentiate your
business from your competitors.
Our team has state why your team can or will be able to execute your plan.
Our competitors name two key competitors have had much success – name an area of
success. Name your company, and state one or two reason why you are different from
these competitors.
We are state what you are seeking from investors, when, and for what purposes.
We have a state your offer (e.g., executive summary) that I would like to send you. State
your call to action (e.g., “May I have your business card?”).

What to Expect in Your First Investor Meeting
If after reviewing your materials, an investor has an interest, he or she will call you to ask
some basic questions about the business. At this point, the investor is just trying to assess
whether your proposal is worth any further effort. If it is, the next step is a face-to-face
meeting with the investors, usually on their turf.
So, what does this mean for you?
In two words: Be prepared.
This is not meant to scare you. Nor is it meant to make you worry about the unexpected.
It simply means that you must put much thought into your meeting: what to cover, the
order in which to cover it, what questions you should expect and the answers to them, and
so on.
As a Chief Financial Officer I often have to prepare for “road shows” and analyst
meetings. I pore over all our information and look at our company from an investor’s
perspective and ask “why” and “what” questions about every line item on our financials
and the information included in our public filings about our markets, customers,
suppliers, and so on, from both an historical and projected prospective. Like: Why were
sales increasing or decreasing? What is the expected sales trend going forward and why?
What evidence is there to support these trends?
Going through this sort of “self-interrogation” does several things for you. It:
1. Helps ensure you know your business inside and out
2. Builds your self-confidence
3. Gives you more energy and focus in the meeting
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The objective of the meeting
First, make no mistake: This is the investor’s meeting, not yours.
They’re interviewing you to see if you and your business are a fit with their investment
criteria and risk level. You get to interview them only if they want to go forward with
you.
Here are the investor’s objectives:
1. Hear you articulate and explain the business and how it will make money
2. Evaluate you and your team, how you interact with people, how you answer
questions, and your body language when you answer them – in short, are you the
type of person they want to partner with.
3. If the investor likes what he or she sees and hears, then it’s time to discuss a
“deal” or lay out a preliminary outline of the investment – size, percentages,
general terms, and so on.
If you don’t accomplish the third objective of this meeting, there’s no interest. Move on
to the next investor. Be nice and ask for comments, but the investor is not interested
unless you can discuss a deal outline.
Of course, none of this is binding and it is subject to the successful completion of the
investor’s due diligence. If the due diligence process reveals no surprises or doesn’t
uncover any undisclosed issues or risk, then you should be able to move forward. If the
process reveals surprises or certain assumptions need to be modified, then the investor
will want to modify the deal or worse, pull out of it.
The meeting itself
As in any meeting, this one begins with an exchange of a few good-natured remarks.
Then, the investor will want to get on with the business at hand by asking an open-ended
question like, “How can we help you?”
This is your cue to give your “elevator pitch.” It gives a quick overview of everything.
Just modify your call to action, so that you turn the floor back over to the investor and let
them ask their questions. You can do that by simply replacing the last phrase of your
standard elevator pitch with a phrase like: “We are prepared to discuss the business in
detail; however, if you could give me your perspective on the business plan, we can focus
the meeting on what interests you.” Now here’s the key, if I may be blunt: shut up, listen,
and provide concise, to-the-point answers to questions.
That’s it. That’s all you need to do, and you’ll have a great meeting.
Now, having said that, I’ve seen these meetings take many forms, from full-blown
PowerPoint presentations to frank discussion and the exchange of a few supporting
schedules and pictures. It all depends on the situation and the circumstances.
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For example, if you’re presenting to a group of investors, a formal presentation can keep
everyone “on the same page.” Or, if you’re talking to someone who has not seen your
business plan (do your best not to let this happen), then it makes sense to have a quick
presentation that you can flip through, either in print or in electronic form. (If it’s a small
group, I suggest going with a printed version.)
Perhaps you’re the type who is more comfortable with a formal presentation. If your
prospective investor has read your business plan, then it is important not to present
something new or different to them.
What do I mean?
If you decide to “make a presentation,” make sure you are just pulling the highlights out
of your plan. Otherwise, the investor is going to be trying to reconcile what he or she
remembers from reading the plan with what you’re now presenting.
And, guess what?
While they’re doing that, they’re not listening to you.
That’s why I find more often than not, it’s just as easy to flip through the plan section by
section and answer any questions investors may have of you. You should be prepared –
with supporting schedules, pictures or other “sales” tools – to help demonstrate your
product or service, but use these only to help the investor see the value of them. Don’t get
bogged down in the gory details. Once they understand the value your product or service
brings to potential customers, you’re done with that part. No matter how much you are in
love with such and such a gizmo, or the fact that you spent five years trying to figure out
how to make such and such work… it doesn’t matter.
I remember presenting a company that made a high-speed data connector with the
magnetic components built right into the connector, rather than having to reside on the
PC-board itself. This product freed several square inches of valuable real estate on the
board which could be used for other applications or to reduce the size of the board. By
simply displaying “before” and “after” boards, investors quickly saw the value in the
product and the conversations quickly turned to how many, how much, and when.
The point is clear: quickly show the value you create, and remember that the investors are
interested in how much they can make.
The meeting will normally run about two hours, but I’ve been in some pretty quick ones
that lasted one hour and others that lasted five hours. It just depended on how much
conversation occurred before the meeting, how familiar the investor was with our
business, the nature of the deal, and what stage the business was in.
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10. How to Find Investor Addresses
Unless you have lots of rich aunts and uncles, developing a list of prospective investors
will be most challenging. Here’s a few ways to develop your list.

Use a Consulting Firm
The fees will vary, depending on your needs and the services. Services can include
consulting, venture funding, business management services, manufacturing and
marketing partners, or business plan reviews and evaluations.
With this approach, you can often gain access to very senior-level skills and experience
to help you build your business and not have to trouble yourself finding the most current
contact information for angel investors or venture capitalists.
The benefits and ease of having access to this kind of team, of course, comes at a price.
You can locate consultants in this area by searching the Web or talking to your
accountant or lawyer.
The IRA Network
http://www.businessplanfunding.com/
The IRA Network is a network of affiliates and associates that has assisted companies in
procuring from $50, 000 to tens of millions of capital for a diverse roster of clientele.
They’ve been around for over 20 years.
Venture Planning Associates
http://ventureplanassoc.bizplansecrets.com/
They will assist you in completing your financing through angel investors, formal venture
capital firms, companies looking for joint venture opportunities, banks or other lending
institutions, and/or state and federal assistance programs.

Buy an Investor Database
You can get a list of investors in either printed or electronic form. This seems like a costeffective solution because you pay once for something you can use over and aver, but it
has some drawbacks.
However, any compiled database is out of date the day after it is pulled together. People
move around and change firms, so after about a year, the information becomes less and
less valid.
Consultants, on the other hand, put considerable effort and expense into keeping their
network current; that’s part of what you pay for when you hire them.
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However, if you’re planning a big, one-time blitz to raise money and you buy a good
database right before you need it, this alternative makes perfect sense. A worthwhile
database provides searchable fields that include:


Contact information such as company name; postal address; city; state; zip/postal
code; country; phone; fax; e-mail; Web site URL; type of firm; capital managed;
year founded; names, titles and e-mails of key executives; firm description;
branch offices.



Their investment criteria like minimum investment size; maximum investment
size; types of financing; stage preferences; industry preferences; geographic
preferences.

Among the less expensive investor databases you can buy are these:
EzInfoFind
http://ezinfofind.bizplansecrets.com/
This is a comprehensive, categorized database of Venture Capital firms. It includes
private equity firms, private investors, and investment companies. Contains contact
information for over 3,600 investors worldwide.
VCPro Database
http://vcprodb.bizplansecrets.com/
A downloadable venture capital and private equity directory, published since 1998,
that contains complete profiles of over 3,300 venture capital firms worldwide. Available
in both Windows and Macintosh formats.

Create Your Own List Off the Web
This costs nothing, but it will take you a long time and probably frustrate the dickens out
of you.
First, you can search for online venture capital and financing directories using your Web
browser. Once you find a site, you’ll have to click around to find a listing, and then click
through to get to the actual Web site of the funding source.
Second, if you or a contact knows of an investor you should target, type in their URL or
locate them using a general search engine, and go directly to their site to capture their
contact information. Unfortunately, there is no guarantee that company is keeping their
site up to date. That’s why it’s important to call the company and confirm the contact
name and information of the person responsible for reviewing investment opportunities in
your particular market or product space.
Some helpful online sites I’ve used are:
http://www.business-plan-secrets-revealed.com
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The Capital Connection
http://www.capital-connection.com/money.html
Yahoo.com
http://dir.yahoo.com/business_and_economy/business_to_business/financial_services/fin
ance_and_receivables/financing/corporate_finance/venture_capital/
Use the alphabetical listing.

Use Resources at the Public Library
Your public library probably has one or more financing directories. If you are targeting a
specific type of investor, this may be an important bit of research for you, because printed
directories often contain magazines, newspapers, and newsletters that don’t show up in an
online search. Most public libraries offer online searches. The only real drawback is that
most of these directories can’t be checked out. Here is one directory that may be available
at your public library:
Pratt’s Guide to Private Equity Sources
http://privateequitysources.bizplansecrets.com/

Capturing and Storing Address Information
Save yourself lots of time and headaches by using a database/address management
system. This can be your Outlook mail server or any other customer relationship
management (CRM) software. CRM programs worth checking out include:
ACT!
http://act.bizplansecrets.com
Helps organize all your investor information in one place. It gives you instant access to
every detail of every relationship. Find anyone or any detail, including names, phone
numbers, addresses, notes from previous conversations, upcoming appointment details,
call histories, a list of follow-up activities, and much more – for any contact you choose.
Goldmine
http://www.frontrange.com/goldmine/
Quickly and easily equips you with automated contact management tools for staying in
touch with investor possibilities.
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11. Getting the Word Out!
In general, you want to send a brief cover letter, your summary and the plan to
prospective investors.
However, some investors receive so many requests that they may have their own format
or online submission procedure, so do your homework and comply with their procedures.
If you’re not sure what the procedures are, call or send them an e-mail to request them.
Whatever you do, please don’t just get a list and start mailing. Every investor has their
own preference as to how they like to receive information. Do some research; go to the
investor’s Web site; don’t assume that just because someone is listed as an “investor” that
they’re interested in your business. Check to be sure they invest in your type of industry
and the stage your business is at, that the names are current, and so on. Otherwise, don’t
waste the postage and the cost of your materials!
This makes the answer to the question “How should I send out my business plan?” a
disturbing… “It depends.”
Don’t make the mistake of thinking that e-mail is the best route to take, just because it’s
free and easy for you. I know several investors, usually more senior ones, who don’t even
use a computer.
Not only that, but when investors get busy closing a deal, their e-mail in-boxes may get
overloaded with communications, and your business plan might just become one of those
“I’ll look at it later” documents that gets forgotten.

Pitfalls to Avoid When Using E-mail
1. Sending unwieldy attachments
Always use PDF files. They’re virus free, faster to download, and with a little security
cannot be copied or changed. Nothing will upset an investor more than to have his or her
computer tied up for 15 minutes, waiting for your business plan to download! At a later
point, you may want to send working Word and Excel files, so your recipient can cut,
paste and incorporate your work into theirs more easily, but wait until there is a clear
need for this functionality.
Incorrect use of the “cc” function (“cc” is an abbreviation for carbon copy)
When you add a recipient’s name using “cc” in a message, a copy of the message is sent
to that recipient, and the recipient’s name is visible to other recipients of the message.
“Bcc” is the abbreviation for blind carbon copy. With “bcc” a copy of the message is sent
to each recipient, and the recipient’s name is not visible to other recipients of the
message.
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2. Forgetting contact information
The world of finance is a fast-paced environment. Many investors prefer the phone over
e-mail. It does two things: it confirms you’re a real person, plus it gives them a chance to
hear how well you speak and interact. So, be sure you include your contact information,
especially your phone number, when you send e-mails.
3. Sloppy writing
Please approach writing your e-mail as you would a typed cover letter. Proofread it and
don’t type in all upper or lower case. Doing so not only makes your e-mail harder to read,
but it looks lazy.
4. Meaningless subject lines
“Investment Opportunity” as the subject of an e-mail doesn’t tell a hurried investor
anything useful about its contents. Rather, insert a key phrase or words from the
introduction in your executive summary. Test your subject line by asking yourself: “Will
this intrigue and engage the reader?”
5. Unreadable text
Don’t get carried away with the formatting functionality of your e-mail program. E-mail
is one of those programs that what you see may not be what your recipient sees. In fact, if
you put in too much fancy formatting, sometimes your recipient may not even be able to
read your message at all.
6. Wildly misdirected communications
Don’t send a business plan for an automotive parts manufacturer to a Venture Capitalist
who is interested in software development companies. Or, make a request for seed capital
to an investor who focuses on acquisition funding. Your dentist wouldn’t appreciate you
showing up for an eye examination; misdirected requests will only annoy investors.
7. Multiple sends
Sending the same e-mail to everyone at a firm, or multiple times to the same recipient, is
a sure way to anger investors and the people in their firm. Do your research, and try to
find the person in the firm who handles your market or industry, or the person most likely
to know where to direct your submission.

Utilizing the Web
Today it’s often said: “Not having a Web site is like not having a phone number.”
I’m not sure I agree entirely with this statement, but having a Web site can certainly help
your communications. Of all the communications media available, the Web is
particularly important. It’s fast and available 24/7. With it, you can capture leads and
automatically keep in touch with those who are interested in your business.
http://www.business-plan-secrets-revealed.com
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So, how do you start? First off, if you don’t have a Web site, you’ll need to build one. If
you already have a site, then you’ll need to think about what you want your new site to
look like and accomplish, and how you incorporate your Investor Relations section into
the existing site.
If you’re starting from scratch without an existing Web site, I have arranged with
SiteSell.com for you to download a free PDF-formatted copy of Make Your Content
PREsell! It’s the actual guide that SBI! owners use. You’ll get a clear picture of how
quick-and-easy SBI! makes it to execute all the profitable traffic-building and salesgenerating strategies outlined in the guide... freeing you up to focus on your business.
Take advantage of the free download. See first-hand how the SBI! Total System works.
Skim through the Guide and then decide.
Download the SBI! Action Guide e-book:
http://www.business-plan-secrets-revealed.com/sitesellactiondownload.html
Another fine resource for creating and developing your own Web site is 33 Days to
Online Profits by Yanik Silver and Jim Edwards.
33 Days to Online Profits
http://33days.bizplansecrets.com/

Making Your Investor Relations Web Page Powerful
Special Note: There are many guidelines to what, who, how and when you communicate
investment related information. Get familiar with the SEC’s Regulation FD, and always
get proper advice about what you say and when you say it.
Sending out letters and packages will be your initial medium for contacting prospective
investors. But, through an investor relations Web page, investors can quickly get the
information they need, when they need it. It can also help you build credibility... if it’s
done correctly.
There are a few things you need to know about having an investor Web page.
Six ways to establish investor credibility online
1. Check with your attorney to be sure you don’t violate solicitation rules.
The Web opens up a great opportunity to find and communicate with potential
investors. However, since you have little control over who finds your site you can
subject yourself to unnecessary risks of violating securities law. For example,
when you are seeking funds from private investors, the government prohibits you
from soliciting or advertising to “strangers” for investment. Since your securities
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are not registered with the SEC, the general public has no way of knowing that the
securities you are offering for investment are valid.
Thus, the government attempts to protect the general public from investment
scams and fraud by limiting your ability to simply offer an investment opportunity
to a naïve general public. In addition, if you’re offering certain securities the
government may restrict you from soliciting investors from more than one state
because of interstate securities laws that govern the sale of securities. In short, if
you plan to use the Web to help attract investors, run what you’re doing by your
attorney.
2. Be complete and accurate.
Information that is missing or confusing will create doubt in the reader’s mind.
Don’t underestimate the impact of such errors on readers. Most investors will read
your financial Web pages, wondering what you’re trying to hide or sugar-coat. If
a reader thinks an area is important and you’re not addressing it, then they think
you’re trying to hide something.
3. Back up your arguments.
Generalities and platitudes do nothing to build credibility. Independent third-party
facts and verifications carry far more weight than your own statements. By now
you should be very familiar with third-party types of evidence. They include:
press coverage, market and industry reports, certifications, testimonials, awards,
and auditor’s opinions.
4. Use plain English and clear presentation techniques.
Yes, you may be covering financial or more technical information, but use plain
English. People grasp and trust that with which they are familiar. The more
information investors can absorb, the better they are able to determine whether
your business is the right investment for them. Finally, don’t cloud the message
with distracting pictures, graphics and links. At best, they will slow your site
down and undermine your reader’s confidence in your message.
5. Keep it simple.
It’s ease to get carried away with technology. But if the technology you’re using
makes things harder for your visitors to get or find what they want, it will only
hurt your credibility. It can also appear that you intentionally don’t want them to
find what they’re looking for. According to Dominic Jones of IR Web Report, the
average visit to an investor relations Web site lasts only about three minutes,
which means you’d better make it easy for them to find what they need.
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6. Be responsive.
Answer questions and get back to people either through e-mail or by changes to
your site’s content. The worse thing you can do is create an investor relations
page and then not keep it up to date. Investors will think you’re out of business or
that you’re really not interested in keeping them up to date. Either way, you only
hurt your credibility.
Learn more insights into putting your investor relations on the Web at:
IR Web Report
http://www.irwebreport.com/

Press Releases & Publicity – Overlooked Investor Relations
Tools
It amazes me how few people use press releases to promote their business. A press
release is the basic tool for gaining the attention of the media.
It’s brief – 400 to 500 words maximum. It’s written to appeal to a journalist looking to
fill a news need, not a customer seeking to buy your product. Thus, it must answer the
question, “Why would XYZ magazine’s or newspaper’s readers be interested in this?”
The headline you use in your press release has a different focus from what you would use
for an ad. Instead of a headline that proclaims the benefits of your product or service, you
want a headline that proclaims its newsworthiness.
In her book, 6 Steps to Free Publicity (http://sixsteps.bizplansecrets.com/), Marcia
Yudkin takes into account using e-mail and the Web to earn media coverage, and
capitalizing on publicity opportunities. Her six simple steps:
1. Find a news angle for your headline.
2. Present the basic facts for the angle of your headline in paragraph one.
3. Gather or create a lively quote that elaborates on the basic facts for paragraph
two.
4. Elaborate further on basic facts in paragraph three.
5. End with the nitty-gritty details.
6. Send it off.
The public’s desire for interesting, relevant news remains strong, as does the importance
of carefully selecting relevant target audiences. You are dealing with much more
skepticism on the part of the public now than there has been in the past, which makes
your evidence and objectivity paramount.
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Don’t call the press to follow up on your press release. If your news fits, they’ll use it.
Sometimes they may not have an immediate fit, but they file everything and when they
want you, they’ll find you.
So, what does a press release have to do with a business plan?
Using press releases can help you get your word out. As I said in the beginning, it’s
highly unlikely a business plan on its own will bring funding in the door, unless it is part
of an overall marketing strategy. Raising money and attracting investors isn’t easy. If it
were, every business idea would be funded. You have to use all the tools that are
available to you, and start looking at this process as a marketing process backed by hard
evidence.
You just don’t know when the plums on the tree will become ripe, but you do know that
if you do everything you can to take care of the tree - water it, fertilize it; and so on - it
will bear fruit.
I’d like to close with a client story. This client was a start-up. Shortly after I met Ben
Langlinias, I issued the following press about his business on www.prweb.com:
For: BlueCircus, LLC, Canton, MI 48188Contact: Ben Langlinias, (888) 819-4203 or
ben@bluecircus.com
FOR IMMEDIATE RELEASE
“Trading Spaces” Isn’t The Only Place Where Homeowners Are Gathering…
Here’s An Online Meeting Place Where Homeowners and Contractors Save Time,
Money, and Get Real Work Done!
Detroit, MI, August 7, 2003 – Imagine having a group of contractors and
decorators ready to help you with your next home improvement or repair project… just
like the families on the popular TV shows “Trading Spaces” and “This Old House.” Well,
in the past six months, 1,300 Detroit area residences have done just this. They contracted
with over 350 painters, carpenters, plumbers, electricians, landscapers, and service
providers using a special Web site that lets them share project information and get quotes
from contractors online. All they had to do was post a description of their project on the
Web site and wait for quotes and estimates to arrive in their own password protected
account. No phone tag with or scheduling around unreliable contractors. Home-owners
got what they needed, when they wanted it - right from their Web browser.
“Our method of submitting requests for services and receiving estimates along
with contractor qualifications is all about starting projects faster and easier,” says Ben
Langlinais, the Detroit entrepreneur who created the Web site he calls BlueCircus
(www.bluecircus.com). “By using the Web and technology, we’re able to reduce, from
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weeks to just a few days, the time it takes to go from recognizing the need for a
contractor to actually hiring one.”
Home-owners enter www.bluecircus.com into their Web browser to view the site.
When they arrive they log-on or register as new users. There’s no charge to register or
use the site. In fact, when new users register they receive a free 16-page Contractor
Hiring Kit that shows them how to find, select, and hire a qualified contractor, whether
they use the site or do it the old-fashion way.
To post a project to the site, homeowners follow a three step process. First they
complete a short project description form, attach any pictures or drawings if available,
and then hit a submit button to post the project. Contractors, who pay a fee to use the site,
regularly scan the postings for projects and submit bids along with a description of their
services to the private accounts of home-owners with projects that match their skills. To
prevent any unwanted solicitations, home-owner identities remain anonymous throughout
the process until the home-owner chooses to reveal it. The site also has a private message
board for homeowners and contractors to share questions and answers and finalize their
agreements.
BlueCircus began to test market this concept in Detroit in November 2002.
Shortly after launching the site, 100 Detroit area contractors registered. Today, over 350
Detroit contactors are registered and over 1,500 jobs have been contracted through the
site. “Achieving these kinds of numbers with little advertising proves this solution
works,” said Langlinais, who now hopes to take the concept and “go live” in other cities
as early as next year.
####
About two months after the release, a gentleman from Minnesota with numerous Internet
contacts and an angel investor network contacted Ben as a result of this release and was
interested in investigating ways he might partner with him. It’s too early to tell where this
may go, but it’s my favorite example of what a press release can do for you. This
opportunity would not have occurred without the release.
Well, hopefully by now you realize that your business plan is a mere marketing tool and
one part of an overall strategy to help you attract investors and lead them to conclude that
your business is the best, most compelling investment choice.
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Appendix A. Due Diligence Sample Request List
Venture Planning Associates (http://ventureplanassoc.bizplansecrets.com/) Due Diligence
Sample Request List prepared for San Diego Regional Technology Alliance Conference.
Used by permission.
Please be sure to consult your legal counsel and respective advisors before using this material.
This listing should not be used as a substitute for competent legal advice.
I. CORPORATE BOOKS AND RECORDS
A.
Charter and By-laws
1.
Original certificate of incorporation of the Company and all amendments
thereto
2.
By-laws of the Company, as amended
3.
Charter and by-laws of each wholly or partially owned subsidiary of the
Company and of any joint venture involving the Company or any of its
subsidiaries
4.
Closing record books for any material corporate transactions (e.g.,
reorganization into holding company structure, joint ventures, etc.)
5.
Other relevant legal documents governing the organization and
management of the Company
B.
Minutes of meetings and unanimous written consents (since date of
incorporation) of the Company, any of its subsidiaries and any joint venture
involving the Company or any of its subsidiaries, of the following:
1.
Shareholders
2.
Board of Directors
3.
Executive Committee
4.
Audit Committee
5.
Any other committees
6.
Specific authorizing resolutions
7.
Material (including financial projections), if available, distributed to the
Board of Directors, or any committees thereof, in connection with the
most recent meetings of the Board or such committees
C.
Officers’ and directors’ questionnaires, prepared in connection with the most
recent proxy statement of the Company
D.
Shareholders
1.
Shareholder list and other stock records
2.
Any shareholder agreements, voting trusts, proxy agreements, escrow
agreements or similar arrangements
3.
Any stock purchase agreements with shareholders
4.
Any agreements relating to preemptive rights or other preferential rights
of shareholders
5.
Any agreements restricting the sale or other disposition of capital stock
6.
Any agreements or plans concerning outstanding or proposed stock
options, warrants or rights, including any employee stock ownership
plans
7.
Any agreements relating to registration rights of shareholders
8.
Any trust agreements or other documents, if shares are held in a fiduciary
capacity
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E.

F.

II.

Qualifications and Registrations
1.
List of jurisdictions where qualified as foreign corporation or licensed to
do business
2.
Any other material governmental qualifications, registrations, business
licenses, permits, authorizations, exemptions or security clearances,
including those pursuant to Federal or state antitrust, environmental,
nuclear regulatory, public utility or public service or securities laws and
regulations
Reports to Shareholders
1.
Annual reports
2.
Quarterly and special interim reports since most recent annual report

FINANCIAL INFORMATION
A.
Financial Statements
1.
Consolidated financial statements for all years and interim periods
subsequent to the most recent fiscal year end
2.
Monthly income statements for most recent 12 months
3.
Internal financial (profit and loss, capital expenditures, etc.) projections,
and all supporting information
4.
Most recent business plan
5.
List of any off-balance sheet liabilities not appearing in most recent
financial statements (including the notes thereto)
6.
Auditors reports (“management letters”) and management responses
7.
Summary of accounting policies to the extent not disclosed in financial
statements
B.
Tax Materials
1.
Federal, state and municipal returns
2.
Description of and documentation relating to any pending issues with tax
authorities
3.
Tax basis of assets of the Company and of capital stock and assets of its
subsidiaries
4.
Tax sharing or indemnity agreements
5.
Closing letters and closing agreements, appeals reports, tax litigation
status, Internal Revenue Service (“IRS”) rulings and technical advice
memoranda, and any other material IRS documents and tax assessments
documents
C.
Indebtedness
1.
All instruments evidencing debt obligations or lines of credit and all
agreements and material correspondence relating thereto
2.
Any other actual or contingent indebtedness (e.g., loan guarantees, letters
of credit, banker’s acceptances, swaps) not reflected in most recent
financial statements and all agreements and material correspondence
relating thereto
3.
List of existing key financing institutions
D.
Miscellaneous
1.
Schedule of current notes payable/receivable, intercompany advances
and description of cash management system
2.
Description and listing of current reserves
3.
Description of revenue/cost recognition policies
4.
Breakdown of selling, distribution, marketing and administrative
expenses
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5.
6.
7.
III.

Explanation of foreign exchange accounting policies, if any
Information regarding any indebtedness to the Company or any of its
subsidiaries of directors and senior officers
Cost of sales breakdown

EMPLOYEE MATERIALS
A.
Agreements
1
Employment agreements (including, but not limited to, contracts with
management personnel or entities affiliated with management personnel)
2.
Collective bargaining agreements
3.
Consulting agreements
4.
Employee handbooks, summaries, guidelines and bulletins
5.
Schedules of salaried and hourly employees showing their current
compensation rates and breaking out employees by:
a.
Geographic location
b.
Function
c.
Age
d.
Years with company
e.
Union vs. non-union
f.
Participation in employee benefit plans
g.
Part-time vs. full-time
6.
Description of labor disputes, requests for arbitration or mediation,
grievance proceedings, etc.
7.
Description of negotiations with any unit or group seeking to become the
bargaining unit for employees
8.
Employee turnover, absentee history and severance policy
9.
Description of any union representation elections
B.
Benefit Plans
1.
Any pension, supplemental pension, retirement, post-retirement, stock
option, severance, incentive, profit-sharing, executive compensation,
bonus and other employee benefit plans (and any related trust agreements
and insurance or annuity contracts), including information regarding
employer stock held there under, a schedule of plan assets, a detailed
description of the plan (including structure, etc.) and a list of trustees
2.
Audit and actuarial studies and reports including summary plan
descriptions, annual returns and IRS filings, concerning pension and
retirement plans and details of any accrued liabilities not reflected therein
3.
List of any asset transfers or other withdrawals, partial wind-ups or
contribution holidays with respect to all pension plans
C.
Organizational Information
1.
Detailed organization chart
2.
List of all directors and officers
3.
Biographies of senior management and any outside directors
4.
Schedule showing number of employees for each year and interim
periods
5.
List and description of current operations of each key business unit
showing:
a.
Business purpose
b.
Key manager
c.
Key markets served
d.
Key facilities
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IV.

CONTINGENT LIABILITIES
A.
Litigation
1.
List of all pending or threatened litigation, arbitration, administrative or
other proceedings involving the Company, any subsidiary or any joint
venture involving the Company or any subsidiary, or any officer or
director (including parties, remedies sought and nature of action)
2.
List and description of all pending or threatened government or other
investigations involving the Company, any subsidiary or any officer or
director
3.
Pleadings and other material documents in material litigation, arbitration
and investigations and other proceedings
4.
Consent decrees, judgments, etc., under which there are continuing or
contingent obligations
5.
Letters from lawyers to auditors concerning litigation and other legal
proceedings
B.
Regulatory Compliance
1.
Description of any violations of governmental laws or regulations
2.
Material reports to governmental agencies
3.
Reports, notices or other correspondence concerning any known or
alleged violation of Federal or state antitrust, environmental, nuclear
regulatory, public utility or public service or securities laws and
regulations
4.
Agreements or commitments with governmental entities or other persons
relating to clean-up obligations or other environmental liabilities
5.
Copies of correspondence between Federal or state government agencies
and the Company
6.
List of all governmental filings and consents required for a purchase of
the stock of the Company

V.

CONTRACTS, AGREEMENTS AND OTHER ARRANGEMENTS
A.
Not in the Ordinary Course of Business
1.
Partnership agreements
2.
Joint venture agreements
3.
Contracts relating to material business acquisitions or dispositions (by
transfer of capital stock or assets), including any separate tax or
environmental agreements
4.
Stand-still agreements
5.
Confidentiality and trade secret agreements
6.
Agreements limiting the ability to compete with any other person or to
engage in any line of business
7.
Corporate transactions with management or directors or affiliates
8.
Agreements to provide goods or services at below cost (other than
promotional arrangements entered into in the ordinary course of
business)
9.
Indemnification agreements for directors and officers

10.

B.

Any other existing or pending material contracts not in the
ordinary course of business

11.
Any material correspondence related to the above
12.
Closing record books with respect to each transaction
In the Ordinary Course of Business
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1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Listing and description of key customer contracts
Listing and description of key supply contracts
Material sales representative, marketing, agency or distributorship
agreements
Material advertising agreements
Material government contracts
Agreements entered into or expected to be entered into for material
capital expenditures
Guarantee agreements
Any agreement which contain change-of-control provisions
Any contracts or agreements similar to the above which are presently
under negotiation
Any material correspondence related to the above

IV.

PROPRIETARY RIGHTS
A.
General
1.
List and details of any material intellectual property rights registered or
for which applications for registration have been, including patents,
licenses, trademarks, trade names, domain names, copyrights and other
intellectual property rights (including technology transfers)
2.
Particulars of any license, royalty and other intellectual property
agreements (where the Company, any subsidiary or any joint venture
involving the Company or any of its subsidiaries is licensor or licensee)
3.
List and description of any pending or threatened claims for infringement
or other violations of proprietary rights owned or used in the business of
the Company, any subsidiary or any joint venture involving the
Company or any of its subsidiaries, including any challenges as to the
validity, subsistence or ownership of such rights
4.
List and description of any suspected or alleged infringement by third
parties of intellectual property rights owned by the Company, any
subsidiary or any joint venture involving the Company or any of its
subsidiaries, or used in their business
5.
Arrangements for the disclosure of confidential information (which
includes technical and commercial information and know-how which is
not in the public domain) either by or to the Company, any subsidiary or
any joint venture involving the Company or any of its subsidiaries
6.
Details of any agreements with employees and consultants regarding
their use of the confidential information of the Company, any subsidiary
or any joint venture involving the Company or any of its subsidiaries
7.
Agreements, policies or other arrangements relating to proprietary rights
of employees in products of the Company, any subsidiary or any joint
venture involving the Company or any of its subsidiaries (including
royalty or other fee arrangements)

VII.

PLANT, PROPERTY AND EQUIPMENT
A.
Real Property
1.
Description, location and character of all real property owned
2.
Material deeds, surveys and other real property title documents
3.
List of any material real property mortgages which are not disclosed in
most recent financial statements
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4.

B.

C.

List of all leased real property, including descriptions, terms of leases,
sale and leaseback arrangements, options, annual costs, etc.
5.
Reporting letters and opinions regarding the acquisition of any material
real property
6.
List of title insurance policies
Personal Property
1.
Description, location and character of all personal property owned
2.
List of all material leased personal property, including descriptions,
terms of leases, options, annual costs, etc.
Miscellaneous
1.
Description of facilities and plant, including listing of all material fixed
assets and accumulated depreciation
2.
Any available appraisals

VIII.

INSURANCE
A.
List and description of all material property, casualty, liability and other
insurance policies
B.
Any directors’ and officers’ liability insurance policies
C.
Description of present reserves for, and all potential claims with respect to, any
self-insurance
D.
History of all insured claims, including paid, reserved, and related expense
amounts (first dollar loss run)
E.
Loss runs for workers’ compensation and general liability
F.
Loss history for any self-insurance (first dollar loss run)
G.
Loss prevention/control recommendations made by insurers, brokers or
consultants

IX.

SALES/MARKETING
A.
Description of the markets in which the Company, its subsidiaries or any joint
venture involving the Company or any of its subsidiaries operate, identifying the
type of customers and the size of the overall market (by value)
B.

Identify any customers which account for more than 1% of annual sales of the
Company, its subsidiaries or any joint venture involving the Company or any of
its subsidiaries or, if there are more than ten such customers, the ten largest
customers
1.
The quarterly totals of sales
2.
Details of current sales order statistics available to management
3.
Sales comparison with the industry
4.
Copies of standard sales correspondence, returns and allowance material
together with samples of all forms of purchase orders, invoices, warranty
agreements, guarantees, etc
5.
Details of pricing policies and fluctuations
6.
Copies of all printed price lists
7.
Identification of principal competitors, a description of the basis of
competition and the strength and weaknesses of the principal competitors
8.
Indication of the relative size of the Company, its subsidiaries or any
joint venture involving the Company or any of its subsidiaries within the
industry. Details of trade associations relating to the business and any
company memberships
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9.
10.
11.
12.
13.
14.
15.
X.

Details of current advertising program (including copies of all
promotional or other material used or capable of use in connection with
the business) and the cost of the same and any other promotion programs
Details of sales policies and methods of remuneration of sales personnel
The policy on giving express product warranties and rights to customers
to refunds, exchanges or credits following a purchase and the value of
refunds, exchanges or credits given and warranty claims
List the 10 largest suppliers
Current research and development plans and budgets
Correspondence and other documents relating to negotiations with
competitors of the Company
Consultants’, engineers’ or management reports and marketing studies
relating to broad aspects of the business, operations or products

MISCELLANEOUS
A.
Press releases
B.
Listing and description of subsidiaries, joint ventures, partnerships, etc.
C.
Description of any future acquisition or disposition plans
D.
Description of any future restructuring plans
E.
Description of Company’s information management system, including any future
changes planned.

Be sure to checkout other helpful information from Venture Planning Associates at
http://ventureplanassoc.bizplansecrets.com/. You especially want to take a look at their
seven reports, “28 Ways to Finance Your Venture.”\

http://www.business-plan-secrets-revealed.com

122

Appendix B. Companies & Resources Referred to in
This Manual
Books/Ebooks
Business Plan Basics
by Brian Hill and Dee Power
http://www.capital-connection.com/business_plan_basics.html
As A Man Thinketh
by James Allen
http://thinketh.bizplansecrets.com/
The Science of Getting Rich
by Wallace D. Wattles
http://science.bizplansecrets.com/
Steps to Free Publicity
by Marcia Yudkin
http://sixsteps.bizplansecrets.com/
Tested Advertising Methods
by John Caples
http://testedmethods.bizplansecrets.com/
A Plain English Handbook
by the U.S. Securities and Exchange Commission Office of Investor Education and
Assistance
www.sec.gov/pdf/handbook.pdf
How to Design and Create a Great e-Book
by Neil Tarvin
http://greatebook.bizplansecrets.com/
The Visual Display of Quantitative Information
by Edward R. Tufte
http://visualdisplay.bizplansecrets.com/
The "But I am Not an Artist" Guide to e-Book Design.
by Neil Tarvin
http://ebookdesign.bizplansecrets.com/
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Understanding Investors
Inc. Magazine
http://www.inc.com/guides/start_biz/23039.html
USChamber.com
http://www.uschamber.com/sb/business/P10/P10_2000.asp
Venture Planning Associates
http://ventureplanassoc.bizplansecrets.com/

General Economic and Reference Information
FedStats
http://www.fedstats.gov/
Organisation for Economic Co-operation and Development
http://www.oecd.org/home/
The U.S. Census Bureau
http://www.census.gov/index.html
RobertNiles.com
http://nilesonline.com/data/
Information Please
http://www.infoplease.com/

Competitive, Market & Industry Research
Market Research, Industry Research, Business Research
http://www.virtualpet.com/industry/howto/search.htm#general
Bizjournals
www.bizjournals.com
U.S. Securities and Exchange Commission (SEC)
http://www.sec.gov/edgar.shtml
U.S. Business Reporter
http://usbusinessreporter.bizplansecrets.com/
Bizminer
http://bizminer.bizplansecrets.com/
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Small Business Plan Guide
http://www.smallbusinessplanguide.com/
American Demographics
http://www.demographics.com/

Business Plan Software
Business Plan Pro
http://businessplanpro.bizplansecrets.com/
Ultimate Business Planner 2.0
http://ultimatebizplanner.bizplansecrets.com/

Business Valuations
Venture Planning Associates
http://ventureplanassoc.bizplansecrets.com/
WebSiteBroker.com
http://www.websitebroker.com/valuation.html

Writing and Layout Aids
Headline Creator Pro
http://headlinewriter.bizplansecrets.com/
Word Templates for e-Books
http://ebooktemplates.bizplansecrets.com/
StyleWriter
http://business-plan-secrets-revealed.com/writing-software.html
Adobe Acrobat
http://www.adobe.com/
Create Adobe PDF Online
https://createpdf.adobe.com/index.pl/3824480887.96387?BP=IE
Click2PDF
http://click2pdf.bizplansecrets.com

Printing and Binding Tools & Information
Julian Foster’s Printing Tips
http://www3.teleplex.net/jr/ptips.htm
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Clickbook
http://clickbook.bizplansecrets.com/
Machine Runner
http://machinerunner.com/Binding/Binding.html
American Financial Printers
http://www.afprinters.com/FAQ_master.htm
Bowne Financial Print
http://www.bowne.com/financialprint/index.asp
RR Donnelley Financial Capital Markets
http://www.rrdfin.com/CM.cfm

Business Plan-related Services
The IRA Network
http://www.businessplanfunding.com/
Venture Planning Associates
http://ventureplanassoc.bizplansecrets.com/
English Text Doctor
http://textdoctor.bizplansecrets.com/
Scribendi
http://scribendi.bizplansecrets.com/
Make Your Price Sell!
http://www.business-plan-secrets-revealed.com/mypsdownload.html

Investor Databases
EzInfoFind
http://ezinfofind.bizplansecrets.com/
VCPro Database
http://vcprodb.bizplansecrets.com/
The Capital Connection
http://www.capital-connection.com/money.html
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Yahoo.com
http://dir.yahoo.com/business_and_economy/business_to_business/financial_services/fin
ance_and_receivables/financing/corporate_finance/venture_capital/
Pratt’s Guide to Private Equity Sources
http://privateequitysources.bizplansecrets.com/

Database Programs
ACT!
http://act.bizplansecrets.com/
Goldmine
http://www.frontrange.com/goldmine/

Creating a Web Site
SBI! Action Guide e-book
http://www.business-plan-secrets-revealed.com/sitesellactiondownload.html
33 Days to Online Profits
http://33days.bizplansecrets.com/

Investor Relations
IR Web Report
http://www.irwebreport.com/
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