Sage Small Business Solutions’

Insanely Practical Guide

for

Creating a Short-Form Business Plan

How to create a high-impact, low-

effort business plan for your new
venture




This publication is designed to provide accurate and authoritative information in
regard to the subject matter covered. It is sold with the understanding that the
author is not engaged in rendering legal or accounting services. If legal advice or
other expert assistance is required, the services of a trained professional should be
sought.

© 2009 Sage Small Business Solutions, LLC

This work is licensed under the Creative Commons Attribution-No Derivative Works 3.0 United States License.



http://creativecommons.org/licenses/by-nd/3.0/us/

Insanely Practical Guide for... Creating a Short Form Business Plan

The Dreaded Business Plan

e Writing a full-fledged business plan for your first-time or part-time business is a

huge undertaking.

e The good news is, most businesses can get by with a much shorter version of their

business plan that still meets the same needs of a longer plan:
o Provides a clear overview of the business’s purpose and offerings
o Describes the market that the business serves
o Establishes the mission and objectives of the business
o Provides a snapshot of the financial viability of the company
o Explains the funding needs and / or the opportunity offered to investors

o Presents the qualifications of the owners and managers of the business
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Wh at ' s -Farm Business Plan?

e A short-form business plan is a little longer than an executive summary (which
typically runs 3-5 pages), but not as long or detailed as a full-fledged business
plan.

e It’s perfect for the first-time or part-time entrepreneur that needs to organize her
thoughts on paper or present the business concept to investors, lenders, and
potential partners. Those people rarely have time to read a 20-50 page detailed

plan, so it helps to have something that’s more to the point.

Things to Remember While Developing Your Short-
Form Business Plan

e While the plan itself is short, you'll still need to do some research to get the

information that goes into the document.

e FEach section of the short-form business plan should be no more than 2-3

paragraphs.
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e Resist putting in a lot of flowery, descriptive words and sentences that don’t say
much. This is not a sales document, it’s an information brief. It should be written

in the tone of ‘This is your mission, if you choose to accept it.’

This Insanely Practical
Guide outlines all of the
components you should

include in your short-form

business plan, and
provides sample text to
give you an idea of how
you should word your
plan.
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8 Key Components of a Short-Form Business Plan

1.Company Overview
What It Is:

1-2 short paragraphs describing what the company is. Startup? Existing?

Geographic location? Reason for being? Benefit provided?
Sample Text:

Studio67 is a new medium-sized restaurant located in a trendy neighborhood of
Portland, Oregon. Studio67's emphasis will be on organic and creative ethnic
food. An emphasis on organic ingredients is based on Studio67's dedication to
sustainable development. Additionally, the restaurant procures local foods

when possible, reducing their dependence on fossil fuels used for transportation.
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2. Product or Service Description
What It Is:

A description of the core products and or services the company offers. It should
also include the problem your product or service solves, and highlight what is

unique and or different about your product or service.
Sample Text:

The Coffee Warehouse will carry a variety of quality products that will enable
us to provide full service delivery to espresso stands and coffee houses. Our
underlying philosophy in selecting products is to choose lines that will bring
consistent quality, competitive prices, and product satisfaction to our
customers. We have personally researched and sampled each of the following

products that we offer to ensure the quality we guarantee.

An important component of our business is not just our products, but our
service. In addition to our full service delivery, the following are other

important service elements that we will offer to our customers:
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o Ideas to help our customers increase sales through menu development,

creative promotions, co -op advertising, and much more.

o Custom designed marketing material such as printed banners,
promotional poste rs, punch cards, pre-purchased beverage cards, reader

boards, etc.

o Routine equipment maintenance and training.

3. The Market
What It Is:

What is the size of the market? How fast will the market develop? What are the
industry trends? What is your strategy to reach the market? Who are the

customers and why do they absolutely need your product or service?

Sample Text:

We have broken our potential market down into two groups, based on their

needs: home PC users and small business clients.
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Our home PC user market includes non-tech-savvy residents of the local area
(15 mile radius), generally between the ages of 30 and 70, with at least one
home computer. Small business users will provide the majority of our business
revenue. The small business market will be defined as customers within a 15
mile radius, with 2 or more computers or a network which they use for business
purposes at least 25% of the time. The portion of the small business market we

are targeting is growing at around 2% a year

During the start -up phase, we will run large ads in the business section of the
local newspaper. These ads will focus on our advantages, including on -site
service, competitive rates, and quick response and turn -around times. We will
follow up on these opening ads with a smaller direc t-marketing campaign to
small business owners, with lists drawn from the local Chamber of Commerce.
We will continue periodic advertisements, including several promotions
(discounts, free diagnosis, etc.) throughout the first year. We will offer a
promotio n during the first 90 days of business to generate business traffic and

word of mouth.
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4. Objectives / Keys to Success
What It Is:

Specific, action-oriented, and measurable targets that the company plans to

achieve. Where possible, include time period in which the objective will be met.
Sample Text:
The companyds key objectives are as
o Achieve sales of $9 million by the third year.
o Maintain gross margin of above 30%
o Sell $1.5 million of service, support, and training by September, 2010.

o Personnel costs less than $300K the first year, less than $400K the second

year.

o Profitable in year two, better than 7.5% profits on sales by year three .
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5. Financial Summary
What It Is:

2-3 sentence description of annual revenue, expense, and profit targets for the
next 1-3 years. Should also include a graphical representation of the 1-3 year

financial projections.
Sample Text:

The market and financial analyses indicate that with a start -up expenditure of
$141,000, Gentex can generate over $365,000 in sales by year one, $565,000 in
sales by the end of year two and produce net profits of over 7.5% on sales by the

end of year three. Profitability will be reached by year two.
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6. Capitalization Requirements
What It Is

Explain how much funding the company is seeking and how the funds will be

used.
Sample Text:

The company requires $2.5 million in startup and operating capital that can be

invested in phases and will be used as follows:

Salaries $630,000
Website $250,000
Office $200,000
Marketing $300,000

Seed Funding $800,000
$320,000

Reserves

Total Venture $2,500,000
Funding
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7. Investment Opportunity
What It Is:

1-2 paragraphs explaining how the investment relationship will be structured.
Will investors be considered partners, shareholders, or lenders? What kind of
return can an investor expect on his or her investment? When should returns be

expected? How and when will they be distributed to investors?
Sample Text:

The company can be structured as a Partnership, Limited Partnership, C
Corporation, LLC or LLP to accommodate the investors' goals and tax position.
Initially, a Limited Partnership will be structured in order to avoid double

taxation and to allow return capital to investors.

The company is seeking threeinvestors to contribute $15,000 eachto be used
for Year 1startup and operating costs.12 months following the investment, the
company will duy outéeach investor for a sum totaling the original amount of

investment plus 6% interest, compounded annually.
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NOTE: The type and timing of investor funding and repayment can be
determined using a variety of arrangements. Below are some common

examples:

e Dividends - At some specified time following investment, the enterprise will pay
to the investor a dividend. Dividends will likely be shared among investors on a
pro rata basis. The amount of the dividend will normally be determined by the

board of directors, but with some provision for limiting the amount.

e Investor redemption based on a pre-defined schedule - At some
specified time following investment, investors would have the right to redeem
their equity to the extent that the enterprise's cash ratio could be maintained at
some specified level. If multiple investors wish to redeem their equity it would be

done on a pro-rate basis. Redemption could be based on a specified schedule.

e Enterprise buyout of investors based on a pre-defined schedule - At
some specified time following investment, the enterprise will have the right to
buy back the investor's equity at a pre-determined price. Buy back could be based

on a specified schedule.
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e Merger, Acquisition, IPO - In any of these circumstances it is not possible to
predict what the return will be for the investor. It is assumed that any such action

would be made in the best interest of the stockholders.

e Convertible Note - An alternative to a direct investment is a loan from an
investor. A specified interest rate would be defined with payments due at regular
intervals over the term of the loan. The investor would have the option to convert
the loan to a percentage interest in the enterprise for some pre-defined period of

time (usually considerably less than the term of the loan).

8. Management
What It Is:

Relevant background and qualifications of key people who will be responsible for

the management and direction of the company, e.g., owners, advisors, directors.
Sample Text:

Christopher Chase, Chairman of the Board and Chief Executive Officer,

cofounded MobileCord in December 2000. Before co-founding MobileCord, Mr.
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Chasewas a Chief Operating Officer at Iroquois Software from January 1997 to

October of 2000, a Senior VP of Development from July 1994 to December 1996,

and SeniorDevel oper from January 1991 to Jung
tenure as COOQO,lroquois increased its revenue 40% while growing profit

margins from 10% to 25%. Mr. Chasehas a mast er 6s degr ee i |
from the University of Virginia and a bachelor's degree in engineering science

from UCLA.

Theodore Wiggins, the President and Chief Technology Officer, and member of

the Board of the Directors co-founded MobileCord i n December 2000. Before
cofounding MobileCord, Mr. Wiggins was Chief Technology Officer at Iroquois

Software from August 1997 to October 2000, and a Senior Developer from June
1991toJuly 1997Mr . Wi ggins has a masterods degr ¢
the University of Virginia and a bachelor's degree in computer science from the

University of Washington.

Stacey Francis, the Vice President of Sales began at MobileCord in February
2001. Prior to MobileCord, Ms. Francis was Vice President of Sales at Parmal ee
Software from August 1998 to January 2001. At Parmalee Software, Stacey

managed a 20 person sales force while growing annual revenue from $10
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million to $25 million. Previous to Parmalee Software , Ms. Francis received her
MBA from the Universityof Texas and a bachel ords degr ee

Columbia University.
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In Closing...

e Ihope this Insanely Practical Guide was useful to you. For more insanely
practical advice and tips for first-time and part-time entrepreneurs, visit my blog

at www.sagesmallbiz.com.

e If you need hands-on assistance with developing your short form or detailed

business plan, get in touch at www.atlantabusinessadvisor.com.
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Additional Resources

If you liked The | nsanely Practical Guide to Creating a Short -Form
Business Plan , you might also like some of my other products and services for first-

time and part-time entrepreneurs.

Good on Paper

Start your business right. Get everything you need to be '‘Good on Paper'.

With Good on Paper, you can be sure that your business is in initial compliance
with state and federal business filing requirements, plus you'll get a few extras

to help you make sure it stays that way.

Includes: Federal EIN , DUNS number , State Registration , and more! For

Georgia businesses only.

Details and Ordering
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Ready, Set, Sell

Attract potential customers with compelling, well -coordinated messages and

imagery; then give them an easy, hassle-free way to buy your products and

services, and youoOorsaessuecess!l on your way

With Ready, Set, Sell,you get the basic elements you need to showcase your

company on the web, and get your products to customers that want them.

Includes: easy-to-maintain website with simple e  -commerce
functionality , PayPal setup , Up to 5 products set up on your shop

page, custom email marketing campaign in MailChimp, and more!

Details and Ordering
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Virtual Presence

Are your corporate headquarters locate d in your spare bedroom? Does the front

seat of your car double as your office?

Justbecause you work out i f your home ¢
Virtual Presence includes all the tools you need to project a professional image

that makes your business appear credible and trustworthy.

Includes: company domain name , email setup , an easy -to -update

website with up to 10 pages, virtual phone service , and more!

Details and Ordering
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People Power

|l f youdbre ready to hire staff, consid

business is growing and ready to take on new opportunities.

Unfortunately, it also means a lot more administration and paper work for you
- the already over-tasked small business owner. People Power is designed to

reduce the stressthat comes with finding and hiring the right person for the job.

Includes: Custom job description and employment ad , Re-usable new
hire package , Training on a free web -based emplo yee records

management tool , and more!

Details and Ordering
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Professional Writing Services

Youbve got a story

help you tell it. From website content to

to tell, and The

case studies, feature-length articles to

customized press kits, The Winged Scribe creates compelling copy that makes

your audience sit up and take notice!

Services include: professional press releases , case studies , web and blog

content , new sletters , advertorials
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Personalized Coaching

|l tds hard being an i n Besgesmaldhe tong hdurtsandn e
hard work, thereds t heoudaceasdinonali sf &d

Sometimesyou just need someone that gets it

Someone that can relate to your frustrations, but still offer an objective

opinion backed up by years of experience

Someone who knowsshortcuts that can save you loads of time and

money.

Someone who isas committed to seeing you develop the business of your

dreams as you are.
Hi t her e. | 6m t hdt someone. Let ds t al

Advisory services available via phone, web, orin  -person . Hourly,

monthly, and quarterly coaching packages available.

Details and Ordering
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