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Abram, Teri, 217–219
Ad hoc venture capital pools,

34–35
Advertising, in marketing plan,

110–111
Advisory board, 149–150
Amortization period, 23, 25–26
Angel investors, 32–33
Asset management ratios, 204
Assumptions, for financial

projections, 185, 187–196

B
Balance sheet:

financial ratios and statistics
and, 203–209

historical data and estimated,
186, 198, 200

Benefit packages, for employees,
214

Bonds:
convertible, 175–176
issued with stock warrants, 176

Brand names, retaining, 173
Break-even analysis, 206, 208–209
Business plan, 5–20. See also specific

plan sections
financing and, 7, 15–16, 19–20
monitoring of goals and, 7,

13–16

professional preparation of,
17–19

project planning and, 6–7,
10–14

C
Cash flow, lenders and, 23
Cash flow statement, in financial

plan section, 186, 198,
201–203

Cashing out, 215–216
C corporations, tax

considerations, 51–52
Character of owner, lenders and,

22
Collateral:

lenders and, 23–24
venture capitalists and, 30

Common stock, 177
Compensation, of employees,

160–162
Competition, in marketing plan,

92, 103–108
Confidentiality agreements,

211–212
Contributions of owner, lenders

and, 24–25
Control considerations, legal

forms of business and,
42–44

Convertible bonds, 175–176
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Convertible preferred stock,
176–177

Copyrights, see Protections
Corporate business structure, see

also Due diligence; Structure
and capitalization, in
business plan

control considerations, 43
ease of admitting new investors

and, 44–45
liability considerations, 24, 42
summary of characteristics,

53–55
tax considerations, 51–52
venture capital and, 34

Cost of goods sold, projected, 188
Credit cards, as financing

alternative, 32
Credit history, 22
Credit line, 175
Cumulative preferred stock, 176
Customers, in operational plan,

138

D
Debt, see Lenders
Debt ratios, 204
Description of company, see

General company
description

Directors, in management and
organization section,
148–149

Disregarded entities, 49
Double taxation, 48, 51
Due diligence, 57–65

importance of thorough, 63–65
risk inventory and, 58–60

transaction risk and, 60–62
transaction scorecard and,

62–63

E
Economic development groups,

34
Employees:

cashing out and, 215–216
compensation of, 160–162
in management and

organization section, 148
retention and recognition of,

152–153, 213–214
EventLink International, Inc.,

217–219
Executive summary, in business

plan, 71–81
in model plan, 74–77
purpose and contents of, 

71–73
when to write, 72

Existing business purchase, legal
forms of business and, 56.
See also Due diligence

Exit strategy, 183, 216
External influences:

in marketing plan, 104
in operational plan, 127,

136–139

F
Family, as investors, 31
Financial plan, in business plan,

183–210. See also Structure
and capitalization, in
business plan
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balance sheet and financial
ratios and statistics, 203–209

cash flow statement, 186, 198,
201–203

credibility of, 183–185
income statements, 186,

196–199
in model plan, 187, 189–196,

199, 200, 203, 207–210
notes and assumptions for

financial projections, 185,
187–196

product and service-specific
financial summaries, 209

summary of historical data and
estimated balance sheet,
198, 200, 206

Financing, see also Structure and
capitalization, in business
plan

business plan and, 7, 15–16,
19–20

estimated capitalization needs,
215

investors and, 21–22, 27–31
lenders and, 21–27
other sources of, 31–35

Foundations, as investors, 34
Franklin Institute, 9
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111–112

G
General company description, in

business plan, 79–82
General partnerships:

control considerations, 43
liability considerations, 41

summary of characteristics,
53–55

Goals of business:
legal structure and, 37–40
monitoring of, 7, 13–16

Good Foods, Inc. (GFI), see Model
business plan

H
Holmes, Oliver Wendell, 47

I
Income statements, in financial

plan section, 186, 196–199
contrasted to cash flow

statement, 201
Industry background, in

marketing plan, 94
Informal investors, 32–33
Interest rates, 26–27
Investors, 21–22

contrasted to lenders, 26–27
legal forms of business and

ease of admitting new,
44–46

in management and
organization section, 148

venture capital funds, 27–31

K
Kmart, 173
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Lambert, Eddie, 173
Legal forms of business, 37–56.
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Legal forms of business
(continued). See also Structure
and capitalization, in
business plan

business goals and, 37–40
comparison charts, 53–55
control considerations, 42–44
existing business purchase and,

56
liability considerations, 40–42
new investor considerations,

44–46
tax considerations, 47–52

Lenders:
contrasted to investors, 26–27
control considerations, 44
exit strategies and, 183, 216
financial plan section and, 

197
four Cs of, 22–25
term loans and, 175
terms of debt and, 23, 25–27

Leverage, 25
Liability considerations:

business structure and, 40–42
personal, 41

Licenses, see Protections
Limited liability companies

(LLCs), 2–3, 39
control considerations, 44
ease of admitting new investors

and, 46
liability considerations, 42
summary of characteristics,

53–55
tax considerations, 49–50

Limited partnerships:
control considerations, 43
ease of admitting new investors

and, 45

liability considerations, 41–42
summary of characteristics,

53–55
tax considerations, 50–51

Line of credit, 175
Liquidity ratios, 204
Loans, see Lenders

M
Maintenance of product, see

Service and support
Major milestones, in business

plan, 169–171
Management and organization, in

business plan, 143–167
importance of strong

management, 143–145
management team/principals,

145, 148–157
in model plan, 153–157, 159,

161–167
organizational chart, 146,

157–159
policy and strategy, 146,

160–167
Manufacturing, in operational

plan, 126, 130–135
Marketing plan, in business plan,

91–123
competition and other

influences, 92, 103–108
importance of, 91–92
market definition and

opportunity, 92, 94–102
marketing strategy, 93, 

108–116
market research, 93, 116–121
in model plan, 96–102,

112–121
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McMahon, Mike, 147
Measurements, see Major

milestones
Metrics, see Major milestones
Microlending, 31
Milestones, see Major milestones
Minorities, opportunities for,

217–219
Minority enterprise small-business
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(MESBICs), 34

Model business plan:
confidentiality agreements,

211–212
executive summary, 74–77
financial plan, 187, 189–196,

199, 200, 203, 207–210
general company description,

81–82
management and organization

in, 153–157, 159, 161–167
marketing plan, 96–102,

112–121
operational plan, 128–130,

132–135, 138–139, 141–142
products and services, 85–90,

126–130, 137, 209
structure and capitalization in,

181–182
table of contents, 69

Mutual funds, as investors, 34–35

N
Name, retaining company’s, 173

O
Objectives, in company

descriptions, 79

Offering book, see Due diligence
Operational plan, in business

plan, 125–141
external influences, 127,

136–139
manufacturing, 126, 130–135
in model plan, 128–130,

132–135, 138–139, 141–142
product development, 126,

127–130
protections, 139–141
service and support, 126,

135–136
Organizational chart, in

management and
organization section, 146,
157–159

P
Partnerships, see General

partnerships; Limited
partnerships

Past Presidents Organization, 150
Patents, see Protections
Personal agreements, 214
Policy and strategy, in

management and
organization section, 146,
160–167

Preferred stock, 176
Pricing strategy, in marketing

plan, 109–110
Products and services:

in business plan, 83–90
in financial plan, 209
in operational plan, 126,

127–130, 137
Professional plan preparation,

17–19
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Projections, see Assumptions, for
financial projections

Project planning, 6–7, 10–14
Promotion, in marketing plan,

110–111
Protections, in operational plan,

139–141
Public relations, in marketing

plan, 110–111

R
Ratios and statistics, in financial

plan, 203–209
Regulation, in operational plan,

138–139
Repayment period, for debt, 23,

25–26
Resources, 150, 221–224
Reverse due diligence, see Due

diligence
Risk inventory, due diligence and,

58–60
Ritz-Carlton hotels, 146–147

S
Sales and distribution strategy, in

marketing plan, 109
Sales forecasts, in marketing plan,

93, 121–122
Sales volume, projected, 188
S corporations:

summary of characteristics,
53–55

tax considerations, 51
Self-employment tax, 48
Self-financing, 32
Service and support, in

operational plan, 126,
135–136

Site analysis, in marketing plan,
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Small Business Administration
(SBA), 31

Small Business Innovation
Research program, 35

Small-business investment
corporations (SBICs), 34

Sole proprietorship:
control considerations, 43–44
ease of admitting new investors

and, 46
liability considerations, 41
summary of characteristics,

53–55
tax considerations, 48–49

Stock:
employee compensation and,

214
forms of issuing, 176–177

Structure and capitalization, in
business plan, 178–182. See
also Legal forms of business

capital requirements, 
174–179

deal structure, 174, 177–178
in model plan, 181–182
sources of capital, 175–177,

179–181
Succession planning, 151–152
Support, see Service and support
Support material, in marketing

plan, 93, 123

T
Table of contents, in business

plan, 69
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137

Term loans, 175
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and, 60–62
Transaction scorecard, due
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U
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V
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Vendors, as investors, 33
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exit strategies and, 183, 216
financial plan section and, 
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progression of financing with,
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