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I. THE COVER SHEET

A simple cover for the proposal that identifies the name and address of the business; name, address and telephone of the owners; date of the proposal or loan request; and, identification of who prepared the plan if not the owner.

II. STATEMENT OF PURPOSE

The statement of purpose spells out the purpose of this proposal.  It should include a very brief summary of the business as an introduction, then the basic points of the financing proposal.  This section is frequently written last, after the main business plan has been prepared and could be modified for different presentations.  The statement is sometime called an Executive Summary and should include:

1. What is the business?  What are the objectives?

2. How is the business structured/organized?

3. Who are the principals involved?

4. Why will the venture planned be successful?

5. What is the total amount of funding needed to implement the plans?

6. How will the funds benefit the business?

7. How much of the funds are being requested from this funding source?  At what terms?  What is the “deal” offered?

8. What are the other sources of funding being considered?

9. How will the funds be repaid?

10. Why does the loan or investment make sense?

11. What are the critical risks and assumptions for this venture?  What strategies are planned to overcome these risks?

III. TABLE OF CONTENTS

Have a separate page listing all main headings of your business plan with the page number on which it is located.  This will make it easier for the banker to locate what he is looking for.

IV. THE BUSINESS

DESCRIPTION OF THE BUSINESS
The description of the business should enable a reader to become familiar with the business and gain a detailed understanding of the product or service that will be provided.  Remember to explain what the product or service does for customers as successful businesses are customer driven.

The goals and objectives of the enterprise should be indicated; and if an existing business, a summary of the history (when, how, who started the business, major developments or milestones) can be included.

Some of the key questions that need to be addressed are:

1.
What type of business is this enterprise  (retail or wholesale merchandising, service or manufacturing, etc.)?  What will be your business’s role in the industry?  What are the industry trends and expectations?

2. Is the business a start-up, an on-going concern, or a take-over (acquisition) of an existing business?
3. What is the business’s legal structure (proprietorship, partnership or corporation)?  Summarize the ownership of the business and any previous capitalization.

4. When did (will) the business open?  What is the schedule of operation?  (Hours the store is open, days of the week, production schedule, special seasonal considerations.)
5. Describe materials and supply sources, methods of production, merchandising strategy or how orders are received.

6. What will be special/unique about your business?

For a new business or new owners of a business:

1.
What experience do you have in this industry?

2. What do you know about the business and what is the source of your knowledge?

In a take-over situation, additional questions must be answered:

1..Why are the owners selling the business?

2.  How was the purchase price established?

3. What has been the sales trend?  How can you make sales more profitable?

MARKET INFORMATION AND STRATEGY
This section summarizes the results of your market research, providing the basis for why you believe there is a market niche for your enterprise.  You should describe the people who need your service or product.  Who is your target market—the customers most likely to patronize your store or purchase your products or service?  This section should also deal with how you are going to sell your product—your marketing strategy.  How have you identified potential customers?  How will you contact them?

Some of the questions that should be covered are:
1.
Who is your market (prospective customers)?  What motivates them to buy?  Do they have the interest and money needed?

2.
What is the present size of the market?  Define the market area you have targeted.  How many potential customers are there?  What is the average amount purchased per year?  What is the growth potential?

    3.
What share of the market is your objective?
     4.
How will you attract this market?  What is your market strategy addressing:


Product:  packaging, style, design


Price:  value added vs. selling price


Place:  channels of distribution/delivery


Promotion:  media used to generate awareness

5. What are the planned sales methods, pricing policy, terms of sale, method of distribution and customer service considerations?  What do you know about the purchasing decision for this business?  Who has the authority?  What is the standard process:  competitive bidding, contracts, unit purchase by individual retail shoppers, etc.?

6. Is your market seasonal or cyclical?  Are there other factors or influences effecting sales?

7. Are there unique market considerations and how will you address these concerns?

8. What is your advertising plan?  Include the costs to produce, media placements and frequency.

For both the market and competition sections you should be able to provide enough detail to convince the reader that you really know the business and your strategy is reasonable to achieve the level of sales you are anticipating in the related financial projections.

COMPETITION
Competition should be recognized and analyzed to understand their strengths and weaknesses and how this may effect your share of the market.  Most small businesses will not create additional demand for a particular good or service, rather obtain sales by attracting customers from existing businesses in the same market.  Be honest in your analysis and do not neglect consideration of indirect competition—alternative uses of the customers’ limited dollars.  You should clarify why you believe “there are compelling reasons why potential customers would choose to spend their money at your business instead of elsewhere.”
Some key questions that should be asked are:

1.
Who are the five closest competitors?  Where are they located in relation to you?       Are there potential new competitors?

2. How is their business?  Steady?  Increasing?  Decreasing?
3. What are their strengths/weaknesses and resources?  How do you compare to them on these same factors?

4. How will competitors react to your entry into the market?

5. What have you learned from their operation?

6. What are the critical competitive characteristics—especially how your product compares in the following factors:

Performance



Reliability

Availability



Durability

Price




Service

Styling



Convenience

Quality



Merchandising

BUSINESS FACILITIES AND OPERATIONS
For a retail store the location can be critical to the success of the business.  Other ventures may not need to be in high traffic areas, but there are still key considerations that should be addressed in a business plan.
1.
What is the address (not just mailing but actual location) of your business?  Why was this location selected?  What advantages and recognized disadvantages?  What are the zoning and deed restrictions, if any?

2. What are the physical features (including age, condition, type of construction) of the building?  Do you plan any improvements or renovations?  What will this cost (based on actual quotes from contractors)?  How does this building affect your operating costs (insurance costs, heating/air conditioning, shipping or parking costs, etc.)?  Are there opportunities to expand?

3.
Will you own or lease the building?  State the terms and conditions.

4. What kinds of businesses are in the area?  Will they help or hurt the business?
5. What alternatives were considered and why were those sites rejected?
Retail businesses must consider the image from the area (complements or conflicting), traffic count and demographics of the area.

Manufacturing enterprises should address the production capacity of the site vs. planned sales; safety and environmental considerations; equipment (was leasing considered?); subcontracting; suppliers (delivery schedules, back-ups, and terms); timing factors for material, inventory build-up, sales, delivery and payments; shipping costs considerations/access.

Again, this section must include enough detail to document that the plans are very well developed, complete and realistic.  The reader must gain confidence that this venture will be successful, and that the management preparing this plan is capable and competent.

MANAGEMENT AND PERSONNEL
If this plan is to be used to obtain financing from a bank or outside investors, the description of management may be the most important section of the proposal.  It is imperative to show that the people planning to operate the business have the specific skills and competence needed to make the business a success.  You should demonstrate that you have a clear understanding of all the skills/expertise needed to operate this business.  If you are weak in particular areas, you can show the steps taken to acquire the necessary expertise.  Areas that need to be covered in the management section are:

1.
Management expertise:  personal history of the principals, stressing any related work experience or training.  Resumes of key personnel can be attached.
2. Key Personnel:  listing of duties and responsibilities to show understanding of what is involved in managing this business, then who is to be responsible.

If a corporation, include the organization of the Board of Directors and officers (organization chart).

Show that you have the expertise, or can acquire them by learning or hiring all required skills.

3. Salaries and employment agreements for key staff to assure that you have a team that is on hand and qualified to implement the plan.

Identify contracts for professional services (accountant/legal), with whom and the fees charged.

4. Other resources available to the business (consultants).

Besides management staff, it is important to indicate the personnel needed to operate the business, related to the planned level of production or hours of operation.  Questions to be addressed are:

      1.
Present and future manpower requirements – number of employees by job title.

      2.
What skills are needed and whether qualified workers are readily available.

      3.
Plans for recruiting, hiring and training, if appropriate.

      4.
Hours (full or part-time) and wages/compensation plan

V.  FINANCIAL SECTION
The financial data section of the Business Plan should clearly demonstrate:
1.
The funds needed for the planned business start-up or the proposed expansion or new effort.

      2.
The sources for the needed financing indicating the amount and terms for each.

      3.
The specific uses of these funds including equipment lists, estimates for construction and/or installation, inventory to be purchased, or start-up or operating costs to be incurred before sufficient income to pay.

4.
A picture of the financial “condition” of the business before, during and after the injection of the requested funds.  Historic records which include the income (profit and loss) statements and balance sheets for the past three years.  Pro forma (projected) monthly cash flow projections, income statement and balance sheets for three to five years should also be included.  These should show where the money will come from to repay the loan or satisfy the return on the investment.

5.
The collateral available to secure the loan, and the financial strength of the principals.  Even for a corporation, owners should be prepared to provide personal financial statements (assets and liabilities) to the bank.

Careful preparation of these financial reports will provide the owners and potential sources of financing a clear perspective of the financial feasibility of the venture, the assumptions (sales forecasts and expenses) that are the basis for the business plan, and the profitability or return on investment (of time and funds) for the proposed enterprise.

Specific financial reports to be included in a business proposal are:

SOURCE AND APPLICATION OF FUNDS
This is a summary chart of the sources of all funds required for the start-up or expansion planned.  Identify the source, amount of funds from each source, terms or conditions, and status of commitment.  Summarize the application of uses of these funds; assets to be acquired, costs of construction/installation, specific start-up costs to be paid from funds, operating costs anticipated to drain cash before the “break-even” point is achieved.

CAPITAL EQUIPMENT LIST
This includes a listing of the specific equipment to be purchased including the model or other description, cost per unit, source or supplier, whether new or used, anticipated useful life if it is not common knowledge, and other information to justify expense and the need for funds.

BALANCE SHEET
Traditionally used for the end of each fiscal year, but demonstrating the financial situation before, at time of investment and after (two to five years) the proposed venture

is funded.  It compares assets (current and fixed) to liabilities (current and long-term) to provide understanding of changes in net worth of the business.

PRO FORMA CASH FLOW PROJECTIONS
This is a projected monthly chart of revenues received and other cash available (loan and investments), compared to payment of expenses.  Obviously, “Happiness is a positive cash flow” and the enterprise cannot operate long with a negative cash position.

INCOME STATEMENTS (PROFIT AND LOSS)
These are similar to the cash flow but adjust for tax considerations for expenditures and inventories.  Demonstrates the potential for profit or return on investment.

NOTE:  The information provide by the balance sheet, cash flow projections and income statement are inter-related and provide the basis for calculation of the ratios used to asses the worthiness of a loan request or investment opportunity.

For an existing business you will need the financial history for the past three years which includes the income (profit and loss) statements and balance sheets.  All proposals should include at least two years of financial projections which include the pro forma income, cash flow and balance sheet projections.

BREAK-EVEN ANALYSIS
This summarizes the variable costs (costs of goods sold), the resulting “contribution margin”, the fixed costs to be covered, and the sales per year (month, day) necessary to “break even” or just cover expenses.

EXPLANATION OF ASSUMPTIONS IN FINANCIAL PROJECTIONS
This should be done in sufficient detail that the reader can understand where the numbers in the pro forma were derived from and can assess the reasonableness of the estimated income and expenses.

VI. OTHER SUPPORTING DOCUMENTS
The following list suggests some of the documents that might be included in a loan request or investor proposal:

      1.  Resumes of key personnel:

      2.  Credit information for existing businesses

      3.  Quotes or estimates for equipment or construction

      4.
Letter of Intent/Contracts from potential customers

      5.
Lease or purchase agreements

      6.
Maps showing location and market information

      7.
Photographs of products, equipment or buildings

      8.
Charts and graphs to support marketing data

      9.
Articles/Reports to support industry trends data

    10.
Other legal agreements (patents, license to manufacture, employment contracts, etc.)

To identify capital needed for start-up and operation (working capital), the and expenses
of the proposed business are compared to the projected sales volume and other cash
available.

Identify for each month the level of sales anticipated and the average dollar value per

transaction/purchase.

Start-Up (One-Time) Costs





Facility/Business Premises

      Lease Deposit

      Down Payment/Closing Costs

      Remodeling/Renovation Costs

Equipment/Machinery/Fixtures

      Acquisition/Installation

Inventory – Cost of Materials

      Initial Stocking/Purchase

Labor Costs – Staffing Plan

Advertise/Promotion

      Opening/Publicity/Signs

Delivery/Vehicles/Freight

Utility Installation/Deposits

      Telephone/Electric/Water

Office Expenses

      Supplies/Stationary printing

      Furniture, copier, etc.

Licenses/Permits

Taxes

Insurance

Professional Services

      Attorney/CPA

Miscellaneous/Contingency

Ongoing/Operational Costs

Monthly Rent

Mortgage Payment

Repair/Maintenance

Loan/Lease Payment

Repair Maintenance

Replacement of Material/

      Merchandise – Variable with sales

Wages/Benefits/Number

Selling Expenses

Advertising/Commissions

Travel/Vehicle Operation

Shipping Supplies/Costs

Monthly Usage/Costs

Heat/AC, Waste Disposal

Postage/Re-stock

Leases

Renewals/Fees

Sales/Property/Income

Payment plan/Premiums

Payroll/Bookkeeping/Taxes

Timing of the receipt of sales revenue and payment of expenses must be clearly understood and considered.

CRITERIA BANKERS USE IN MAKING A LOAN DECISION
Bankers are going to evaluate a credit request following the five C’s of credit:
CAPACITY:  The borrower’s ability to repay the loan from the normal course of business operations.

Must be able to demonstrate sufficient cash flow after the loan is made to retire this debt.

Existing businesses must be able to demonstrate through financial statements that sufficient cash flow exists, prior to the loan, to support operations.

The growth of revenues generated by application of the loan proceeds must match the terms of repayment.

CHARACTER:  The borrower’s demonstrated willingness and ability to repay the loan as agreed.


Must have a clean credit history.

Start-up business:  the owner must have clean personal credit which means few, if any, delinquencies, no repossessions and no judgments.

COLLATERAL:  Provides secondary source of repayment for the loan and is critical in start-up situations.  Most banks like to be 100% collateralized.

CAPITAL:  The amount of equity invested in the business by the owner(s) and/or investors or from retained earnings.


Banks would prefer to see between 30-50% equity invested in a business.

Start-up businesses:  30% is the minimum equity requirement even for an SBA guaranteed loan.

CONDITIONS:  Factors in the economy that might impact the business’s ability to repay its debt or deteriorate its collateral position (obsolescence).

STEP-BY-STEP

The resources in this section will help you meet your local, state and federal legal responsibilities.  Also, local government centers are listed.

Local
Register of Deeds lists names being used for businesses.


Register of Deeds


Buncombe County Court House


60 Court Plaza


Asheville  NC   28801


828-250-4300

Business Licenses
Depending on the type of business you will be starting, you may need a variety of state, county and local licenses.  Contact the NC Department of Revenue office first; then contact the tax collector’s office in Asheville about county licenses.  Finally, contact local municipalities (listed under Local Governments) about local licenses.


NC Department of Revenue


2800 Heart Drive  (located in Ridgefield Business Center near Biltmore Square)


Asheville, NC   28806


828-667-5087


Buncombe County Tax Collector


Buncombe County Court House


60 Court Plaza


Asheville, NC  28801


828-250-4919 (Legal Division)


828-250-4910 (Privilege Tax)


Asheville:


Business Licenses


City Hall


Asheville, NC   28801


828-259-5595

NOTE:  If you will have employees, contact the local IRS office listed in this section and request Form SS4 to apply for your Employer Identification number.

Listing Taxes
List taxes for Buncombe County and municipalities.  Contact the Tax Collector’s office for information.  If you live outside Asheville, the Tax Collector can mail you a form which can be completed and returned.


County Tax Office


Buncombe County Court House


60 Court Plaza


Asheville, NC   28801

828-250-4930 (Business listing)

828-250-4920 (Tax Assessor)
Inspections
Depending on your business, a variety of inspections, licenses and permits are required.  Contact the county office first.  Ask the county inspector if an inspection other than the one he or she will conduct will be needed; then, contact appropriate authorities listed in the Local Government Centers section of this guide.


Buncombe County Engineering Services


(Building Permits and Inspectors)


25 Valley Street


Asheville, NC  28801


828-250-5367

Contact the Health Department if you are opening a restaurant or other business in which you will be serving food or drinks to the public, or will be disposing of any type of material into the environment.


Buncombe County Health Department


Environmental Health Service


Woodfin Street, 2nd Floor, Room 260


Asheville, NC   28801


828-250-5016


Fire Inspections


Fire Marshall


35 Woodfin Street


Asheville,  NC   28801


828-255-5087


Hazardous Waste Inspector


35 Woodfin Street


Asheville, NC  28801


828-250-5425

Worker’s Compensation Insurance
Contact your insurance agent.  If that office cannot write the coverage for you, he/she should be able to refer you to another office.

Zoning and Sign Permits
As development in Buncombe County has increased, concern about zoning and signs has increased.  To check for possible zoning ordinances that may affect your business,
contact the Planning Department of the county government if you will be located in an unincorporated area.  If you will locate in a municipality, contact local agencies.  You may be referred to the Inspections Department.


Buncombe County Planning Department


County Planning and Zoning


46 Valley St.


Asheville, NC  28801


828-250-4830

Government Centers and Agencies
For any special questions, you may want to contact the following local government centers:


Buncombe County Administration


Buncombe County Court House


60 Court Plaza


Asheville, NC  28801

828-250-4100 (County Manager)

Asheville
City Hall

Asheville, NC  28801

828-258-3223 (City Manager)

828-259-5601 (City Clerk)

Black Mountain/Swannanoa
City Hall

201 E. State Street

Black Mountain, NC  28711

828-669-8732

Fletcher
Fletcher Town Hall

6360 Hendersonville Rd.

Fletcher, NC  28732

828-687-3985

Weaverville
Town of Weaverville

12 N. Main Street

Weaverville, NC   28787

828-645-7116

STATE

North Carolina Department of Revenue


1.
Information on North Carolina tax law


2.
Filing of Application for NC Withholding Identification Number


3.
Filing and deposit of NC payroll taxes


4.
Filing of information returns


5.
Filing of Application for Sales and Use Tax Registration


6.
Filing of annual Wholesale License


7.
Filing of initial Franchise Tax Return


8.
Annual Franchise Tax


9.
Filing of North Carolina Income Tax


10.
Licenses


NC Department of Revenue


PO Box 25000


Raleigh, NC  27640


919-733-2661


Local Office:


2800 Heart Drive


Asheville, NC   28806


828-667-5087


(Located in Ridgefield Business Center next to Biltmore Square Mall.)

North Carolina Secretary of State

1.
Filing of Articles of Incorporation

2.
Filing of Application for Certificates of Authority to transact business in North Carolina by out-of-state businesses

3.
Notary Public

NC Secretary of State

Corporate Division

300 N. Salisbury Street

Raleigh, NC   27603

919-733-4201

North Carolina Employment Security Commission

1.
Filing Application for Unemployment Account Number


2.
Filing and deposit of payroll taxes


NC Employment Security Commission


700 Wade Avenue


Raleigh, NC  27611


Local Office:


48 Grove Street


Asheville, NC  28801


828-251-6200

North Carolina Department of Labor

1.
Administration of Occupational Health and Safety Act


2.
Wage and hour regulations

NC Department of Labor


100 State Labor Building

4 West Eden Street


Raleigh, NC  27601


919-733-7166


919-733-4880 (Health & Safety – OSHA)


919-733-0252 or 1-800-522-6762 (Wage and Hour Div.)


NC Department of Labor


Local Office


20 S. Spruce Street


Asheville, NC  28801


828-251-6154

North Carolina Department of Motor Vehicles

1.
Motor vehicle dealer’s license


2.
Restricted use vehicles


3.
Special permits


NC Division of Motor Vehicles


100 New Bern Avenue


Raleigh, NC   27697


919-733-7872

North Carolina Department of Administration

Division of Facility Services

Child Day Care Licensing:


Day Care Licensing Commission


1915 Blue Ridge Road


Raleigh, NC  27617


919-733-4801

Lawyers Referral List

Refers clients to a local lawyer who will grant an initial half-hour consultation fee for no more than $30.


NC Bar Association Lawyer Referral Service


PO Box 3688


8000 Weston Parkway


Cary, NC  27513


1-800-662-7660

FEDERAL

Internal Revenue Service

1.
Filing of Form SS-4, Application for Employer Identification Number by proprietorships, partnerships and corporations

2.
Filing and deposit of federal payroll taxes

3.
Filing of federal information returns

4.
Information on S Corporations

5.
Corporate Income Tax

(Initial Contact)

US Internal Revenue Service

320 Federal Place

Greensboro, NC  27401

1-800-829-1040

Local Office:

Federal Building

151 Patton Avenue

Asheville, NC  28801

828-274-4724

Federal Wage and Hour Division – Administration of Fair Labor Standards Act

US Department of Labor


316 East Morehead Street, Room 401


Charlotte, NC  29202


704-371-6120


Local Office:


Federal Wage and Hour Division


Federal Building


151 Patton Avenue


Asheville, NC  28801


828-271-4288
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