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The Business Plan..
(1)

Executive Summary
• Compelling
• Clear
• Concise
• Last Section Completed
• Limit To One Page

(2)
Description of 

Company
• Name
• Mission Statement
• Vision
• Intentions

(3) 
Description of 

Product or Service
• Describe In Detail
• Unique Attributes
• Rules and Regulations

(4) 
Your Market

• Industry
• Customer Base
• Competition
• Price
• Distribution

(5) 
Marketing Plan

• SWOT Analysis
• Product Positioning
• Forecasts
• Marketing Budget

(6) 
Operations Plan

• Business Location
• Type of Facility / Equipment
• Type and Qty of Staff
• Inventory

(7) 
Management Team

• Who
• Qualifications & Experience
• Roles & Responsibilities

(8) 
Financials

• Income Statement
• Cash-Flow Projections
• Balance Sheet
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Questions…
Can you have a business plan 
without the Financial Section?
A business plan without financials is 
better than no business plan at all.  

However, it will be considered 
incomplete by lenders and investors, 
while preventing you from knowing 

how the business is performing.

Which is most important?  The 
Income Statement, Cash Flow 
Statement or Balance Sheet?
It depends upon the situation, but 

typically all three are of equal 
importance, similar to each leg on the 

three legged stool.

If you don’t need access to 
debt or equity capital, is the 

Financial Section necessary?
Without a financial section, you won’t 
ever truly know that access to capital 
is not needed.  Unless you have an 
endless supply of money with zero 

accountability.

How accurate does the 
Financial Section need to be?
As accurate as possible in order to 

have the strong handle on the 
business, affording the best decisions 

possible.  Fixed costs should be 
100% accurate while variable costs 

should be as close to 100% accurate 
as possible and updated regularly.

In a given month, if I show a 
negative cash flow, should I 

close the business?
Not at all.  It might be due to 

seasonality, or a large one-time 
expense.  However you should be 

able to quickly determine the 
circumstance for the negative 

number and be able to balance it out 
over time with positive cash flow.

If revenue continues to 
increase, what else should be  

increasing?
Typically the cost of doing business 
shall also increase.  Everything from 

sales commissions, to shipping, 
materials, labor, etc.  The key is 

maximizing efficiencies to maintain 
and/or increase margin between 

revenue and costs of doing business.
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What is the Financial Section?
• Section of the business plan that determines whether or not 

your business is not only viable, but able to attract enough 
capital to be successful:

1. Adopted format for lenders and investors
2. In-house roadmap to assist with managing the business and decision making

• Sections of the Financial Plan

INCOME 
STATEMENT CASH FLOW

BALANCE 
SHEET
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INCOME 
STATEMENT CASH FLOW

BALANCE 
SHEET
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Income Statement
• Also known as a Profit and Loss (P&L) Statement

• A snapshot of your business that shows whether or not your business is 
profitable at a point in time

• Details your revenues, expenses, and profit for a particular period
• Should be measured monthly for first year of a new business, then quarterly onward

• Determines two figures: Net Income Before Taxes & Net Income
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Income Statement
Revenues

• This figure is the amount of money a 
business brought in during a time period. 

• Revenue is not profit. 

• Growth in sales or revenue should not be a 
goal by itself.
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Income Statement
Cost of Goods Sold

• Still part of the Revenue portion of the 
Income Statement

• Appears when you have product costs

• Sales minus Cost of Goods Sold (COGS) is 
Gross Profit

• Gross Profit is similar to Total Revenue 
(previous page)
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• Direct costs are expenses that a 
company can easily connect to a specific 
"cost object," which may be a product, 
department or project. 

• This includes items such as software, 
equipment and raw materials. It can also 
include labor, assuming the labor is 
specific to the product, department or 
project.

Income Statement
Expenses – Direct Costs
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• Pertains to operation expenses including 
rent, utilities, insurance and managerial 
salaries. 

• Even in the absence of any sales, general 
and administrative expenses occur. 

• Many general and administrative expenses 
are fixed dollar amounts.

Income Statement
Expenses – General 
& Administrative



11

• Pre-tax amount when your revenues 
exceed your expenses. 

• If expenses exceed revenues, you will 
want to make adjustments or reconsider 
the business altogether. 

Income Statement
Net Income Before Taxes



12

• A company's total earnings (or profit); 
calculated by taking revenues and 
subtracting the costs of doing business 
such as depreciation, interest, taxes and 
other expenses.

Income Statement
Net Income

Income 
Taxes

Net 
Income

Formula 2

Input Input Output

Net 
Income 
Before 
Taxes

Pr
of

it

Pr
of

it
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Income Statement
Example
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INCOME 
STATEMENT CASH FLOW

BALANCE 
SHEET
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Cash Flow
• Two types: Cash Flow Statement & Cash Flow Projection

• Cash flow statement shows how cash has flown (past tense) in and out of the business
• Cash flow projection shows how cash is anticipated to flow  (new business)

• Determines two figures: #1 Cash Flow & #2 Closing Cash Balance



16

• Also known as in-flows, the total amount 
of cash a business receives from 
customers as payment for its products or 
services. 

• When a supermarket customer spends 
$50 on groceries, this counts as the 
supermarket's cash revenue. 

• When an Internet customer purchases a 
service for $20 from an service provider, 
this is cash revenue. 

Cash Flow
Cash Revenues
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Cash Flow
Cash Disbursements

• Also known as out-flows, the cash 
expenditures you actually expect to pay 
that month for each month.

• Also called cash payments.  In 
accounting, payments made by a 
company during a specified period, such 
as quarter or year. 

• Includes payments made by cash, but 
also by cash equivalents like checks or 
electronic fund transfers.
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Cash Flow
Opening Cash Balance &
Closing Cash Balance
• The opening balance is the amount of 

funds in a company's account at the 
beginning of a new financial period. 

• It is the first entry in the account, either when 
a company is first starting up its accounts or 
after a year-end.

• A closing balance is the amount 
remaining in an account, positive or 
negative, at the end of an accounting 
period or year end. 
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Cash Flow
Example
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Cash Flow
Detailed Example



21

INCOME 
STATEMENT CASH FLOW

BALANCE 
SHEET



22

Balance Sheet
• A statement of the financial position of the business which states the 

assets, liabilities, and owners' equity at a particular point in time

• There are three balance sheet segments give investors an idea as to 
what the company owns and owes OR ‘net worth’

Assets Liabilities EquityFormula 1

Input Input Output
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Balance Sheet
Assets

• Property owned by a person or business. 

• Current Assets
• Items that are currently cash or expected to 

be turned into cash within one year are known 
as current assets. This includes: cash, 
inventory and accounts receivable.

• Fixed Assets
• Items acquired to carry on the business of a 

company with a life exceeding one year.  
These include: land, buildings, vehicles, tools, 
machinery, computer hardware, mobile 
phones, etc. 

• Can be sold to generate cash, used as 
collateral for business loans.
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Balance Sheet
Liabilities

• Liabilities are the money that a company 
owes to outside parties.

• Current Liabilities
• Current liabilities are those that are due within 

one year and are listed in order of their due 
date.  This includes: payment of debt and 
interest, rent, taxes, utilities, wages, etc.

• Long Term Liabilities
• Long-term liabilities are due at any point after 

one year.  These include: long term debt and 
interest, deferred taxes.
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Balance Sheet
Equity

• Also known as the book value of a 
company.

• Owner’s Equity
• Is the term used when the company is a ‘Sole 

Proprietorship’ or ‘Limited Liability Company 
(LLC)’

• Owners draws are direct reductions of the 
owners equity

• Retained earnings are reinvested in the 
business

• Stockholder’s Equity
• Is the term used when the company is a 

corporation.  Examples include: common 
stock, preferred stock, retained earnings, etc.
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Balance Sheet
Example



27

Balance Sheet
Common Financial Outputs

• Working Capital
• The capital of a business that is used in its 

day-to-day trading operations, calculated as 
the current assets minus the current liabilities

• A gauge of a company’s liquidity, efficiency 
and overall health

• Current Ratio
• Used to give an idea of a company's ability to 

pay back its liabilities (debt and accounts 
payable) with its assets (cash, inventory, 
accounts receivable). 

• Most lenders like to see a 2:1 ratio



Questions
Can you have a business plan 
without the Financial Section?

Which is most important?  The 
Income Statement, Cash Flow 
Statement or Balance Sheet?

If you don’t need access to 
debt or equity capital, is the 

Financial Section necessary?

How accurate does the 
Financial Section need to be?

In a given month, if I show a 
negative cash flow, should I 

close the business?

If revenue continues to 
increase, what else should be  

increasing?
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