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1. Determining the Feasibility of Your New Business 

A. Preliminary Analysis 

This guide is a checklist for the owner/manager of a business enterprise or for one 
contemplating going into business for the first time. The questions concentrate on 
areas you must consider seriously to determine if your idea represents a real 
business opportunity and if you can really know what you are getting into. You can 
use it to evaluate a completely new venture proposal or an apparent opportunity in 
your existing business. 
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Perhaps the most crucial problem you will face after expressing an interest in 
starting a new business or capitalizing on an apparent opportunity in your existing 
business will be determining the feasibility of your idea. Getting into the right 
business at the right time is simple advice, but advice that is extremely difficult to 
implement. The high failure rate of new businesses and products indicates that 
very few ideas result in successful business ventures, even when introduced by 
well established firm. Too many entrepreneurs strike out on a business venture so 
convinced of its merits that they fail to thoroughly evaluate its potential. 

This checklist should be useful to you in evaluating a business idea. It is designed 
to help you screen out ideas that are likely to fail before you invest extensive time, 
money, and effort in them. 

Preliminary Analysis 

A feasibility study involves gathering, analyzing and evaluating information with the 
purpose of answering the question: "Should I go into this business?" Answering this 
question involves first a preliminary assessment of both personal and project 
considerations. 

General Personal Considerations 

The first seven questions ask you to do a little introspection. Are your personality 
characteristics such that you can both adapt to and enjoy business 
ownership/management? 

1.  Do you like to make your own decisions? 

2.  Do you enjoy competition? 

3.  Do you have will power and self-discipline? 

4.  Do you plan ahead? 

5.  Do you get things done on time? 

6.  Can you take advise from others? 

7.  Are you adaptable to changing conditions? 

The next series of questions stress the physical, emotional, and financial strains of 
a new business. 

8.  Do you understand that owning your own business may entail working 12 to 16 
hours a day,  probably six days a week, and maybe on holidays? 

9.  Do you have the physical stamina to handle a business? 

10.  Do you have the emotional strength to withstand the strain? 

11.  Are you prepared to lower your standard of living for several months or years? 

12.  Are you prepared to loose your savings? 

Specific Personal Considerations 



1.  Do you know which skills and areas of expertise are critical to the success of 
your project? 

2.  Do you have these skills? 

3.  Does your idea effectively utilize your own skills and abilities? 

4.  Can you find personnel that have the expertise you lack? 

5.  Do you know why you are considering this project? 

6.  Will your project effectively meet your career aspirations 

The next three questions emphasize the point that very few people can claim 
expertise in all phases of a feasibility study. You should realize your personal 
limitations and seek appropriate assistance where necessary (i.e. marketing, legal, 
financial). 

7.  Do you have the ability to perform the feasibility study? 

8.  Do you have the time to perform the feasibility study? 

9.  Do you have the money to pay for the feasibility study done? 

General Project Description 

1.  Briefly describe the business you want to enter. 

_______________ 

_______________ 

2.  List the products and/or services you want to sell 

_______________ 

3.  Describe who will use your products/services 

_______________ 

4.  Why would someone buy your product/service? 

_______________ 

5.  What kind of location do you need in terms of type of neighborhood, traffic 
count, nearby firms, etc.? 

_______________ 

6.  List your product/services suppliers. 

_______________ 

7.  List your major competitors - those who sell or provide like products/services. 
_______________ 



_______________ 

8.  List the labor and staff you require to provide your products/services. 
_______________ 

_______________ 

 

B. Requirements For Success 

To determine whether your idea meets the basic requirements for a successful new 
project, you must be able to answer at least one of the following questions with a 
"yes." 

1. Does the product/service/business serve a presently unserved need? 

2. Does the product/service/business serve an existing market in which demand 
exceeds supply? 

3. Can the product/service/business successfully compete with an existing 
competition because of an "advantageous situation," such as better price, location, 
etc.? 

Major Flaws 

A "Yes" response to questions such as the following would indicate that the idea 
has little chance for success. 

1.  Are there any causes (i.e., restrictions, monopolies, shortages) that make any of 
the required factors of production unavailable (i.e., unreasonable cost, scare skills, 
energy, material, equipment, processes, technology, or personnel)? 

2.  Are capital requirements for entry or continuing operations excessive? 

3.  Is adequate financing hard to obtain? 

4.  Are there potential detrimental environmental effects? 

5.  Are there factors that prevent effective marketing? 

 

C. Desired Income 

The following questions should remind you that you must seek both a return on 
your investment in your own business as well as a reasonable salary for the time 
you spend in operating that business. 

1.  How much income do you desire? 

_______________ 

2.  Are you prepared to earn less income in the first 1-3 years? 

_______________ 



3.  What minimum income do you require? 

_______________ 

4.  What financial investment will be required for your business? 

_______________ 

5.  How much could you earn by investing this money? 

_______________ 

6.  How much could you earn by working for someone else? 

_______________ 

7.  Add the amounts in 5 and 6. If this income is greater that what you can 
realistically expect from your business, are you prepared to forego this additional 
income just to be your own boss with the only prospects of more substantial 
profit/income in future years? 

_______________ 

8.  What is the average return on investment for a business of your type? 
_______________ 

 
D. Preliminary Income Statement 

Besides return on investment, you need to know the income and expenses for your 
business. You show profit or loss and derive operating ratios on the income 
statement. Dollars are the (actual, estimated, or industry average) amounts for 
income and expense categories. Operating ratios are expressed as percentages of 
net sales and show relationships of expenses and net sales. 

For instance 50,000 in net sales equals 100% of sales income (revenue). Net profit 
after taxes equals 3.14% of net sales. The hypothetical "X" industry average after 
tax net profit might be 5% in a given year for firms with 50,000 in net sales. First 
you estimate or forecast income (revenue) and expense dollars and ratios for your 
business. Then compare your estimated or actual performance with your industry 
average. Analyze differences to see why you are doing better or worse than the 
competition or why your venture does or doesn't look like it will float. 

These basic financial statistics are generally available for most businesses from 
trade and industry associations, government agencies, universities and private 
companies and banks  

Forecast your own income statement. Do not be influenced by industry figures. 
Your estimates must be as accurate as possible or else you will have a false 
impression. 

1.  What is the normal markup in this line of business. i.e., the dollar difference 
between the cost of goods sold and sales, expressed as a percentage of sales?  



_______________ 

2.  What is the average cost of goods sold percentage of sales?  

_______________ 

3.  What is the average inventory turnover, i.e., the number of times the average 
inventory is sold each year?  

_______________ 

4.  What is the average gross profit as a percentage of sales? 

_______________ 

5.  What are the average expenses as a percentage of sales?  

_______________ 

6.  What is the average net profit as a percent of sales?  

_______________ 

7.  Take the preceding figures and work backwards using a standard income 
statement format and determine the level of sales necessary to support your 
desired income level.  

_______________ 

8.  From an objective, practical standpoint, is this level of sales, expenses and 
profit attainable?  

_______________ 



 

E. Market Analysis 

The primary objective of a market analysis is to arrive at a realistic projection of 
sales. after answering the following questions you will be in a better positions to 
answer question eight immediately above. 

Population 

1.  Define the geographical areas from which you can realistically expect to draw 
customers.  

_______________ 

2.  What is the population of these areas?  

_______________ 

3.  What do you know about the population growth trend in these areas? 
_______________ 

4.  What is the average family size?  

_______________ 

5.  What is the age distribution?  

_______________ 



6.  What is the per capita income?  

_______________ 

7.  What are the consumers' attitudes toward business like yours?  

_______________ 

8.  What do you know about consumer shopping and spending patterns relative to 
your type of  business?  

_______________ 

9.  Is the price of your product/service especially important to your target market?  

_______________ 

10.  Can you appeal to the entire market?  

_______________ 

11.  If you appeal to only a market segment, is it large enough to be profitable?  

_______________ 

 
F. Competition 

1.  Who are your major competitors?  

_______________ 

2.  What are the major strengths of each? 

_______________ 

3.  What are the major weaknesses of each? 

_______________ 

4.  Are you familiar with the following factors concerning your competitors: 

Price structure? 

_______________ 

Product lines (quality, breadth, width)?  

_______________ 

Location?  

_______________ 

 Promotional activities?  



_______________ 

Sources of supply?  

_______________ 

Image from a consumer's viewpoint?  

_______________ 

5.  Do you know of any new competitors?  

_______________ 

6.  Do you know of any competitor's plans for expansion?  

_______________ 

7.  Have any firms of your type gone out of business lately?  

_______________ 

8.  If so, why?  

_______________ 

9.  Do you know the sales and market share of each competitor?  

_______________ 

10.  Do you know whether the sales and market share of each competitor are 
increasing, decreasing, or stable?  

_______________ 

11.  Do you know the profit levels of each competitor?  

_______________ 

12.  Are your competitors' profits increasing, decreasing, or stable?  

_______________ 

13.  Can you compete with your competition?  

_______________ 

 
G. Sales 

1.  Determine the total sales volume in your market area. 

_______________ 

2.  How accurate do you think your forecast of total sales is?  



_______________ 

3.  Did you base your forecast on concrete data?  

_______________ 

4.  Is the estimated sales figure "normal" for your market area? 

_______________ 

5.  Is the sales per square foot for your competitors above the normal average? 

_______________ 

6.  Are there conditions, or trends, that could change your forecast of total sales?  

_______________ 

7.  Do you expect to carry items in inventory from season to season, or do you plan 
to mark down products occasionally to eliminate inventories? If you do not carry 
over inventory, have you adequately considered the effect of mark-down in your 
pricing? (Your gross profits margin may be too low.)  

_______________ 

8.  How do you plan to advertise and promote your product/service/business? 
_______________ 

9.  Forecast the share of the total market that you can realistically expect - as a 
dollar amount and as a percentage of your market.  

_______________ 

10.  Are you sure that you can create enough competitive advantages to achieve 
the market share in your forecast of the previous question?  

_______________ 

11.  Is your forecast of dollar sales greater than the sales amount needed to 
guarantee your desired or minimum income? 

_______________ 

12.  Have you been optimistic or pessimistic in your forecast of sales? 
_______________ 

13.  Do you need to hire an expert to refine the sales forecast?  

_______________ 

14.  Are you willing to hire an expert to refine the sales forecast?  

_______________ 

 



H. Supply 

1.  Can you make a list of every item of inventory and operating supplies needed? 

2.  Do you know the quantity, quality, technical specifications, and price ranges 
desired? 

3.  Do you know the name and location of each potential source of supply? 

4.  Do you know the price ranges available for each product from each supplier? 

5.  Do you know about the delivery schedules for each supplier? 

6.  Do you know the sales terms of each supplier? 

7.  Do you know the credit terms of each supplier? 

8.  Do you know the financial condition of each supplier? 

9.  Is there a risk of shortage for any critical materials or merchandise? 

10.   Are you aware of which supplies have an advantage relative to transportation 
costs? 

11.  Will the price available allow you to achieve an adequate markup? 

 
I. Expenses 

1.  Do you know what your expenses will be for: rent, wages, insurance, utilities, 
advertising,  interest, etc? 

2.  Do you need to know which expenses are Direct, Indirect, or Fixed? 

3.  Do you know how much your overhead will be? 

4.   Do you know how much your selling expenses will be? 

Miscellaneous 

1.  Are you aware of the major risks associated with your product? Service 
Business? 

2.  Can you minimize any of these major risks? 

3.  Are there major risks beyond your control? 

4.  Can these risks bankrupt you? (fatal flaws) 

 
J. Venture Feasibility 

1.  Are there any major questions remaining about your proposed venture? 



2.  Do the above questions arise because of a lack of data? 

3.  Do the above questions arise because of a lack of management skills? 

4.  Do the above questions arise because of a "fatal flaw" in your idea? 

5.  Can you obtain the additional data needed? 

Go to Top 

2. Starting Your Business Step by Step 

 
A. Things to Consider Before You Start 

This guide will walk you step by step through all the essential phases of starting a 
successful service business. To profit in a service based business, you need to 
consider the following questions: What business am I in? What services do I 
provide? Where is my market? Who will buy? Who is my competition? What is my 
sales strategy? What merchandising methods will I use? How much money is 
needed to operate my firm? How will I get the work done? What management 
controls are needed? How can they be carried out? When should I revise my plan? 
And many more. 
No one can answer such questions for you. As the owner-manager you have to 
answer them and draw up your business plan. The pages of this guide are a 
combination of text and workspaces so you can write in the information you gather 
in developing your business plan - a logical progression from a commonsense 
starting point to a commonsense ending point. 

It takes time and energy and patience to draw up a satisfactory business plan. Use 
this Guide to get your ideas and the supporting facts down on paper. And, above 
all, make changes in your plan on these pages as that plan unfolds and you see 
the need for changes. 

Bear in mind that anything you leave out of the picture will create an additional 
cost, or drain on your money, when it crops up later on. If you leave out or ignore 
enough items, your business is headed for disaster. 

Keep in mind too, that your final goal is to put your plan into action. More will be 
said about this near the end of this Guide. 

What's in this for Me? 

You may be thinking: Why should I spend my time drawing up a business plan? 
What's in it for me? If you've never drawn up a plan, you are right in wanting to 
hear about the possible benefits before you do your work. 

A business plan offers at least four benefits. You may find others as you make and 
use such a plan. The four are: 

(1) The first, and most important, benefit is that a plan gives you a path to follow. A 
plan makes the future what you want it to be. A plan with goals and action steps 



allows you to guide your business through turbulent economic seas and into 
harbors of your choice. The alternative is drifting into "any old port in a storm." 

(2) A plan makes it easy to let your banker in on the action. By reading, or hearing, 
the details of your plan he will have real insight into your situation if he is to lend 
you money. 

(3) A plan can be a communications tool when you need to orient sales personnel, 
suppliers, and others about your operations and goals. 

(4) A plan can help you develop as a manager. It can give you practice in thinking 
about competitive conditions, promotional opportunities, and situation that seem to 
be advantageous to your business. Such practice over a period of time can help 
increase an owner-manager's ability to make judgments. 

Why am I in Business?  

Many enterprising people are drawn into starting their own business by the 
possibilities of making money and being their own boss. But the long hours, hard 
work, and responsibilities of being the boss quickly dispel and preconceived 
glamour. 

Profit is the reward for satisfying consumer needs. But it must be worked for. 
Sometimes a new business might need two years before it shows a profit. So 
where, then, are reasons for having your own business? 

Every business owner-manager will have his or her own individual reasons for 
being in business. For some, satisfaction come from serving their community. They 
take pride in serving their neighbors and giving them quality work which they stand 
behind. For others, their business offers them a chance to contribute to their 
employees' financial security. 

There are as many rewards and reasons for being in business as there are 
business owners. Why are you in business? 

____________ 

____________ 

____________ 

What business am I in?  

In making your business plan, the first question to consider is: What business am I 
really in. At the first reading this question may seem silly. "If there is one thing I 
know," you say to yourself, "it is what business I'm in." But hold on. Some owner-
managers go broke and others waste their saving because they are confused 
about the business they are in. 

The changeover of barbershops from cutting hair to styling hair is one example of 
thinking about what business you're really in. 

Consider this example, also. Joe Riley had a small radio and TV store. He thought 
of his business as a retail store though he also serviced and repaired anything he 



sold. As his suburb grew, appliance stores emerged and cut heavily into his sales. 
However, there was an increased call for quality repair work. 

When Mr. Riley considered his situation, he decided that he was in the repair 
business. As a result of thinking about what business he was really in, he profitably 
built up his repair business and has a contract to take care of the servicing and 
repair business for one of the appliance stores. 

Decide what business you are in and write your answer in the following spaces. To 
help you decide, think of the answers to questions such as: What inventory of parts 
and materials must you keep on hand? What services do you offer? What services 
do people ask for that you do not offer? What is it you are trying to do better, more 
of, or differently from your competitors? 

____________  

How to Plan Your Marketing 

When you have decided what business you're in, you have made your first 
marketing decision. Now you are ready for other important considerations. 

Successful marketing starts with the owner-manager. You have to know your 
service and the needs of your customers. 

The narrative and work blocks that follow are designed to help you work out a 
marketing plan for your firm. The blocks are divided into three sections: 

Section One - Determining the Sales Potential 

Section Two - Attracting Customers 

Section Three - Selling to Customers 

Section One - Determining the Sales Potential 

In the service business, your sales potential will depend on the area you serve. 
That is, how many customers in this area will need your services? Will your 
customers be industrial, commercial, consumer, or all of these? 

When picking a site to locate your business, consider the nature of your service. If 
you pick up and deliver, you will want a site where the travel time will be low and 
you may later install a radio dispatch system. Or, if the customer must come to your 
place of business, the site must be conveniently located and easy to find. 

You must pick the site that offers the best possibilities of being profitable. The 
following questions will help you think through this problem. 

In selecting an area to serve, consider the following:  

Population and its growth potential 

Income, age, occupation of population 

Number of competitive services in and around your proposed location 



Local ordinances and zoning regulations 

Type of trading area (commercial, industrial, residential, seasonal) 

For additional help in choosing an area, you might try the local chamber of 
commerce and the manufacturer and distributor of any equipment and supplies you 
will be using. 

You will want to consider the next list of questions in picking the specific site for 
your business:  

Will the customer come to your place of business? 

How much space do you need? 

Will you want to expand later on? 

Do you need any special features required in lighting, heating, ventilation? 

Is parking available? 

Is public transportation available? 

Is the location conducive to drop-in customers? 

Will you pick up and deliver? 

Will travel time be excessive? 

Will you prorate travel time to service call? 

Would a location close to an expressway or main artery cut down on travel time? 

If you choose a remote location, will savings in rent off-set the inconvenience? 

If you choose a remote location, will you have to pay as much as you save in rent 
for advertising to make your service known? 

If you choose a remote location, will the customer be able to readily locate your 
business? 

Will the supply of labor be adequate and the necessary skills available? 

What are the zoning regulations of the area? 

Will there be adequate fire and police protection? 

Will crime insurance be needed and be available at a reasonable rate? 

I plan to locate in ___________ because: 

____________ 

____________ 

____________ 



Is the area in which you plan to locate supported by a strong economic base? For 
example, are nearby industries working full time? Only part time? Did any 
industries go out of business in the past several months? Are new industries 
scheduled to open in the next several months? 

Write your opinion of the area's economic base and your reason for that opinion 
here.: 

____________ 

____________ 

Will you build? ________ What are the terms of the loan or mortgage? 

____________ 

____________ 

Will you rent? _________ What are the terms of the lease? 

_____________ 

____________ 

Is the building attractive? _________ In good repair? _________ 

Will it need remodeling? __________ Cost of remodeling? __________ 

What services does the landlord provide? 

____________ 

____________ 

What is the competition in the area you have picked? 

The number of firms that handle my service _________ 

Does the area appear to be saturated? _________ 

How many of these firms look prosperous? _________ 

Do they have any apparent advantages over you? _________ 

How many look as though they're barely getting by? _________ 

How many similar services went out of business in the area last year? _________ 

Can you find out why they failed? _________ 

How many new services opened up in the last year? _________ 

How much do your competitors charge for your service? _________ 

Which firm or firms in the area will be your biggest competition? _________ 

List the reasons for your opinion here: 



______________ 

_______________ 

Section Two - Attracting Customers 

When you have a location in mind, you should work through another aspect of 
marketing. How will you attract customers to your business? How will you pull 
customers away from your competition? 

It is working with this aspect of marketing that many service firms find competitive 
advantages. The ideas which they develop are as good and often better, than 
those which large companies develop with hired brains. The workblocks that follow 
are designed to help you think about image, pricing, customer service policies, and 
advertising. 

Image 

Whether you like it or not, your service business is going to have an image. The 
way people think of your firm will be influenced by the way you conduct your 
business. If people come to your place of business for your service, the cleanliness 
of the floors, the manner in which they are treated, and the quality of your work will 
help form your image. If you take your service to the customer, the conduct of your 
employees will influence your image. Pleasant, prompt, courteous service before 
and after the sale will help make satisfied customers your best form of advertising. 

Thus, you can control your image, Whatever image you seek to develop. It should 
be concrete enough to promote in your advertising. For example, "service with a 
smile" is an often used image. 

Write out what image you want customers to have of your business. 

____________________ 

____________________ 

Pricing 

In setting prices for your service, there are four main elements you must consider: 

(1) Materials and supplies 

(2) Labor and operating expenses 

(3) Planned profit 

(4) Competition 

Further along in this Guide you will have the opportunity to figure out the specifics 
of materials, supplies, labor, and operating expenses. From there you may want 
the assistance of your accountant in developing a price structure that will not only 
be fair to the customer, but also fair to yourself. This means that not only must you 
cover all expenses but also allow enough margin to pay yourself a salary. 



One other thing to consider. Will you offer credit? __________ Most businesses 
use a credit card system. These credit costs have to come from somewhere. Plan 
for them. If you use a credit card system, what will it cost you? __________ 

Can you add to your prices to absorb this cost?  

Some trade association have a schedule for service charges. It would be a good 
idea to check with the trade association for your line of business. Their figures will 
make a good yardstick to make sure your prices are competitive. 

And, of course, your prices must be competitive. You've already found out your 
competitors' prices. Keep these in mind when you are working with your 
accountant. If you will not be able to make an adequate return, now is the time to 
find out. 

Customer Service Policies 

Customers expect certain services or conveniences, for example, parking. These 
services may be free to the customer, but not to you. If you do provide parking, you 
either pay for your own lot or pick up your part of the cost of a lot which you share 
with other businesses. Since these conveniences will be an expense, plan for 
them. 

List the services that your competitors provide to customers: 

____________________ 

____________________ 

____________________ 

Now list the services that you will provide your customers: 

Service / Estimated Cost 

_______________ _______________ 

_______________ _______________ 

_______________ _______________ 

_______________ _______________ 

Planning Your Advertising Activities 

In this section on attracting customers, advertising was saved until last because 
you have to have something to say before advertising can be effective. When you 
have an image, price range, and customers services, you are ready to tell 
prospective customers why they should use your services. 

When the money you can spend on advertising is limited it is vital that your 
advertising be on target. Before you can think about how much money you can 
afford for advertising, take time to determine what jobs you want advertising to do 
for your business. The work blanks that follow should be helpful to your thinking. 



The strong points about my service business are: 

______________________ 

My service business is different from my competition in the following ways: 

______________________ 

My advertising should tell customers and prospective customers the following facts 
about my business and services: 

______________________ 

When you have these facts in mind, you now need to determine who you are going 
to tell it to. Your advertising needs to be aimed at a target audience - those people 
who are most likely to use your services. In the space 
below, describe your customers in terms of age, sex, occupation, and whatever 
else is necessary depending on the nature of your business. This is your customer 
profile of "male and female automobile owners, 18 years old and above." Thus, for 
this repair business, anyone over 18 who owns a car is likely to need its service. 

The customer profile for my business is 

______________________ 

Now you are ready to think about the form your advertising should take and its 
cost. You are looking for the most effective means to tell your story to those most 
likely to use your service. Ask the local media (newspapers, radio and television, 
and the printers of direct mail pieces) for information about the services and the 
results they offer for your money. 

How you spend advertising money is your decision, but don't fall into the trap that 
snares many advertisers. As one consultant describes this pitfall: It is amazing the 
way many managers consider themselves experts on advertising copy and media 
selection without any experience in these areas. 

The following blanks should be useful in determining what advertising is needed to 
sell your strong points to prospective customers. 

 

When you have a figure on what your advertising for the next 12 months will cost, 
check it against one of the operating ratios (expenses as a percentage of sales) 
which trade associations and other organizations gather. If your estimated cost for 
advertising is substantially higher than this average for your line of service, take a 



second look. No single expense item should be allowed to get way out of line if you 
want to make a profit. Your task in determining comes down to: How much can I 
afford to spend and still do the job that needs to be done? 

Section Three - Selling to Customers 

To complete your work on marketing, you need to think about what you want to 
happen after you get a customer. Your goal is to provide your service, satisfy 
customers, and put money into the cash register. 

One-time customers can't do the job. You need repeat customers to build a 
profitable annual sales volume. When someone returns for your service, it is 
probably because he was satisfied by his previous experience. Satisfied customers 
are the best form of advertising. 

If you previously decided to work only for cash, take a hard look at your decision. 
Americans like to buy on credit. Often a credit card, or other system of credit and 
collections, is needed to attract and hold customers. 

Based on this description and the dollar amount of business you indicated that you 
intend to do this year, fill in the following workblocks. 

Fixtures and Equipment 

No matter whether or not customers will come to your place of business, there will 
be certain equipment and furniture you will need in your place of business which 
will allow you to perform your service.  

Parts and Material 

You will probably need some kind of parts or material to provide your service. 

I plan to buy parts and material from: 

______________________ 

Before you make any supply arrangements, examine the supplier's obsolescence 
policy. This can be a vital factor in service parts purchasing. You also look at the 
supplier's warranty policy. 

Now that you have determined the parts and materials you'll need. you should think 
about the type of stock control system you'll use. A stock control system should 
enable you to determine what needs to be ordered on the basis of: (1) what is on 
hand, (2) what is on order, (3) what has been used. (Some trade associations and 
suppliers provide systems to members and customers.) 

When you have decided on a system for stock control, estimate its cost. My system 
for stock control will cost me __________ for the first year. 

Overhead 

List the overhead items which will be needed. Examples are: rent, utilities, office 
help, insurance, interest, telephone, postage, accountant, payroll taxes, and 



licenses or other local taxes. If you plan to hire others to help you manage, their 
salaries should be listed as overhead. 

____________________ 

Getting the Work Done 

An important step in setting up your business is to find and hire capable 
employees. Then you must train them to work together to get the job done. 
Obviously, organization is needed if your business is to produce what you expect it 
to produce, namely profits. 

Organization is essential because you as the owner-manager cannot do all the 
work. As your organization grows, you have to delegate work, responsibility and 
authority. A helpful tool in getting this done is the organization chart. It shows at a 
glance who is responsible for the major activities of a business. 

As an additional aid in determining both what needs to be done and who will do it, 
list each activity that is involved in your business. Next to the activity indicate who 
will do it. You may do this by name or some other designation such as "worker #1", 
Remember that a name may appear more than once. 

Activity / Name 

_____________ _______________ 

_____________ _______________ 

_____________ _______________ 

_____________ _______________ 

_____________ _______________ 

How Much Money Will You Need 

At this point, take some time to think about what your business plan means in 
terms of dollars. This section is designed to help you put your plan into dollars. 

The first question concerns the source of dollars. After your initial capital 
investment, the major source of money is the sale of your services. What dollar 
volume of business do you expect to do in the next 12 months? __________ 

Expenses 

In connection with your annual dollar volume of business, you need to think about 
expenses. If, for example you plan to do 100,000 in business, what will it cost you 
to do this amount of servicing? And even more important, what will be left over as 
profit at the end of the year? Never lose sight of the fact that profit is your pay. 
Even if you pay yourself a salary for living expenses, your business must make a 
profit if it is to continue year after year and pay back the money you invested in it. 

The following workblock is designed to help you make a quick estimate of your 
expenses. To use this formula, you need to get only one figure - the cost of sales 



figure for your line of business. If you don't have this operating ratio, check with 
your trade association. 

 

Whether you have the funds (savings) or borrow them, your new business will have 
to pay back these start-up costs. Keep this fact in mind as you work on the 
"Expenses" section, and on other financial aspects of your plan. 

Break Down Your Expenses 

Your quick estimate of expenses provides a starting point. The next step is to break 
down your expenses so they can be handled over the 12 months. Use an 
"Expenses Worksheet" form to make up an expense budget. 

Matching Money and Expenses 

A budget helps you to see the dollar amount of your expenses each month. Then 
from month to month the question is: Will sales bring in enough money to pay the 
firm's bills on time? The answer is "maybe not" or "I hope so" unless the owner-
manager prepares for the "peaks and valleys" that are in many service operations. 

A cash forecast is a management tool which can eliminate much of the anxiety that 
can plague you if your business goes through lean months. Use a worksheet, 
"Estimated Cash Forecast", or ask your accountant to use it to estimate the 
amounts of cash you expect to flow through your business during the next 12 
months. 



Is Additional Money needed?  

Suppose at this point you have determined that your business plan needs more 
money than can be generated by sales. What do you do? 

What you do depends on the situation. For example, the need may be for bank 
credit to tide your business over during the lean months. This loan can be repaid 
during the fat sales months when expenses are far less than sales. Adequate 
working capital is necessary for success and survival. 

Whether an owner-manager seeks to borrow money for only a month or so or on a 
long-term basis, the lender needs to know whether the store's financial position is 
strong or weak. Your lender will ask to see a current balance sheet. 

Even if you don't need to borrow, use it, to draw the "picture" of your firm's financial 
condition. Moreover, if you don't need to borrow money, you may want to show 
your plan to the bank that handles your store's checking account. It is never too 
early to build good relations with your banker, to show that you are a manager who 
knows where you want to go rather than a store owner who hopes to make a 
success. 

Control and Feedback 

To make your plan work you will need feedback. For example, the year-end profit 
and loss statement shows whether your business made a profit or loss for the past 
12 months. 

But you can't wait 12 months for the score. To keep your plan on target you need 
readings at frequent intervals. A profit and loss statement at the end of each month 
or at the end of each quarter is one type of frequent feedback. However, the 
income statement or profit and loss statement (P and L) may be more of a loss 
than a profit statement if you rely only on it. You must set up management controls 
which will help you to insure that the right things are being done from day to day 
and from week to week. In a new business, the record-keeping system should be 
set up before your business opens. After you're in business is too late. For one 
thing, you may be too busy to give a record-keeping system the proper attention. 

The control system which you set up should give you information about: stock, 
sales, and disbursement. The simpler the system, the better. Its purpose is to give 
you current information. You are after facts with emphasis on trouble spots. 
Outside advisers, such as an accountant, can be helpful. 

Stock Control 

The purpose of controlling parts and materials inventory is to provide maximum 
service to your customers and to see that parts and materials are not lost through 
pilferage, shrinkage, errors, or waste. Your aim should be to achieve a high 
turnover on your inventory. The fewer dollars you tie up in inventory, the better. 

In a business, inventory control helps the owner-manager to offer customers 
efficient service. The control system should enable you to determine what needs to 
be ordered on the basis of: (1) what is on hand, (2) what is on order, and (3) what 
has been used. 



In setting up inventory controls, keep in mind that the cost of the inventory is not 
your only cost. You will also have costs such as the cost of purchasing, the cost of 
keeping control records, and the cost of receiving and storing your inventory. 

Sales 

In a small business, sales slips and cash register tapes give the owner-manager 
feedback at the end of each day. To keep on top of sales, you will need answers to 
questions such as: How many sales were made? What was the dollar amount? 
What credit terms were given to customers? 

Disbursements 

Your manager controls should also give you information about the dollars your 
company pays out. In checking on your bills, you do not want to know what major 
items, such as paying bills on time to get the supplier's discount, are being handled 
according to your policies. Your review system will also give you the opportunity to 
make judgments on the use of funds. In this manner, you can be on top of 
emergencies as well as routine situations. Your system should also keep you 
aware that tax moneys such as payroll income tax deductions, are set aside and 
paid out at the proper time. 

Break-Even Analysis 

Break-even analysis is a management control device because the break-even point 
shows how much you must sell under given conditions in order to just cover your 
costs with No profit and No loss. 

Profit depends on sales volume, selling price, and costs. Break-even analysis helps 
you to estimate what a change in one or more of these factors will do to your 
profits. To figure a break-even point, fixed costs, such as rent, must be separated 
from variable costs, such as the cost of sales and the other items listed under 
"controllable expenses" on the expense worksheet, of this Guide. 

The formula is: 

Break-even point (in sales dollars) = 

Total fixed costs 
_________________________________ 

...........Total variable costs 
1 - ___________________________ 

........Corresponding sales volume 

An example of the formula is: Bill Jackson plans to open a laundry. He estimates 
his fixed expenses at about $9,000, the first year. He estimates his variable 
expenses at about $700 for every $1,000 of sales. 

 



Is Your Plan Workable? 

Stop when you have worked out your break-even point. Whether the break-even 
point looks realistic or way off base, it is time to make sure that your plan is 
workable. 

Take time to re-examine your plan before you back it with money. If the plan is not 
workable better to learn it now than to realize 6 months down the road that you are 
pouring money into a losing venture. 

In reviewing your plan, look at the cost figures you drew up when you broke down 
your expenses for one year. If any of your cost items are too high or too low, 
change them. You can write your changes in the white spaces above or below your 
original entries on that worksheet. When you finish making your adjustments, you 
will have a Revised projected statement of sales and expenses for 12 months. 

With your revised figures work out a revised break-even point. Whether the new 
break-even point looks good or bad, take one or more precaution. Show your plan 
to someone who has not been involved in working out the details. 

Your banker, or other advisor outside of your business may see weaknesses that 
failed to appear as you pored over the details of your plan. They may put a finger 
on strong points which your plan should emphasize. 

Put Your Plan into Action 

When your plan is as near on target as possible, you are ready to put it into action. 
Keep in mind that action is the difference between a plan and a dream. If a plan is 
not acted upon, it is of no more value than a pleasant dream that evaporates over 
the breakfast coffee. 

A successful owner-manager does not stop after he has gathered information and 
drawn up a plan, as you have done in working through this Guide. He begins to use 
his plan. 

At this point, look back over your plan. Look for things that must be done to put 
your plan into action. 

What needs to be done will depend on your situation. For example, if your business 
plan calls for an increase in sales, one action to be done will be providing funds for 
this expansion. 

Have you more money to put into this business? 

Do you borrow from friends and relatives? From your bank? From your suppliers by 
arranging liberal commercial credit terms. 

If you are starting a new business, one action step may be to get a loan for fixtures, 
employee salaries, and other expenses. Another action step will be to find and hire 
capable employees. 



In the spaces that follow, list things that must be done to put your plan into action. 
Give each item a date so that it can be done at the appropriate time. To put my 
plan into action, I must do the following:  

Action / Completion Date 

____________ ____________ 

____________ ____________ 

____________ ____________ 

____________ ____________ 

____________ ____________ 

Keeping Your Plan Up To Date 

Once you put your plan into action, look out for changes. They can cripple the best 
made business plan if the owner-manager lets them. 

Stay on top of changing conditions and adjust your business plan accordingly. 

Sometimes the change is made within your company. For example, several of your 
employees quit their jobs. Sometimes the change is with customers: for example, 
their desires and tastes shift. Sometimes the change is technological as when raw 
materials are put on the market introducing the need for new processes and 
procedures. 

In order to adjust your plan to account for such changes, an owner-manager must: 

(1) Be alert to the changes that come in your company, line of business, market, 
and customers. 

(2) Check your plan against these changes. 

(3) Determine what revisions, if any, are needed in your plan. 

The method you use to keep your plan current so that your business can weather 
the forces of the market place is up to you. Read the trade papers and magazines 
for your line of business. Another suggestion concerns your time. Set some time - 
two hours, three hours, whatever is necessary-to review your plan periodically. 
Once each month, or every other month, go over your plan to see whether it needs 
adjusting. If revisions are needed, make them and put them into action. 
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1.0 Executive Summary 
 
The purpose of this business plan is to raise $100,000 for the development of a private 
investigation firm while showcasing the expected financials and operations over the next 
three years. The Private Investigator Firm, Inc. (“the Company”) is a New York based 
corporation that will provide private investigation services for individuals and attorneys 
to customers in its targeted market.  The Company was founded in 2009 by John Doe. 

 
1.1 The Services 

 
The primary revenue source for the Company will come from the private investigation of 
individuals as requested by attorneys and other individuals. Primarily, Management 
expects that a significant portion of its revenues will come from people that are currently 
separated and planning to divorce due to infidelity.  Many attorneys often hire private 
investigation firms to gather evidence of marital infidelity to present during court 
hearings.  The Company will also provide ancillary services such as surveillance. 

 
At all times, the Private Investigator Firm will comply with all state and federal laws 
regarding private investigation. 

 
The third section of the business plan will further describe the services offered by the 
Private Investigation Firm. 

 
1.2 Financing 

 
Mr. Doe is seeking to raise $100,000 from as a bank loan.  The interest rate and loan 
agreement are to be further discussed during negotiation.  This business plan assumes that 
the business will receive a 10 year loan with a 9% fixed interest rate. The financing will 
be used for the following: 

 
• Development of the Company’s Office location. 
• Financing for the first six months of operation. 

• Capital to purchase a company vehicle.  

 

1.3 Mission Statement 

 
The Private Investigator Firm’s mission is to become the recognized local leader in its 
targeted market for private investigation and related services. 

 
1.4 Management Team 

 
The Company was founded by John Doe.  Mr. Doe has more than 10 years of experience 
in the law enforcement industry.  Through his expertise, he will be able to bring the 



operations of the business to profitability within its first year of operations. 
 
1.5 Sales Forecasts 

 
Mr. Doe expects a strong rate of growth at the start of operations.  Below are the 
expected financials over the next three years. 

 

 
Proforma Profit and Loss (Yearly) 

Year 2009 2010 2011 
Sales $503,538 $553,892 $609,281 
Operating Costs $348,237 $361,092 $374,542 
EBITDA $104,947 $137,411 $173,811 
Taxes, Interest, and Depreciation $52,725 $61,365 $74,786 

Net Profit $52,222 $76,046 $99,025 
 
 
 
1.6 Expansion Plan 

 
The Founder expects that the business will aggressively expand during the first three 
years of operation.  Mr. Doe intends to implement marketing campaigns that will 
effectively target individuals and attorneys within the target market. 

 
 
2.0 Company and Financing Summary 
 
2.1 Registered Name and Corporate Structure 

 
Private Investigator Firm, Inc.  The Company is registered as a corporation in the State of 
New York. 

 
2.2 Required Funds 

 
At this time, the Private Investigator Firm requires $100,000 of debt funds.  Below is a 
breakdown of how these funds will be used: 

 

 
Projected Startup Costs 
Business Startup Year 2009 

Initial Lease Payments and Deposits $10,000 
Working Capital $35,000 
FF&E $23,000 
Leasehold Improvements $5,000 
Security Deposits $5,000 
Insurance $2,500 
Company Vehicle $17,000 
Marketing Budget $7,500 

Miscellaneous and Unforeseen Costs $5,000 
 

Total Startup Costs $110,000 
 
 
 
 



 
 
2.3 Investor Equity 

 
Mr. Doe is not seeking an investment from a third party at this time. 
2.4 Management Equity 

 
John Doe owns 100% of the Private Investigator Firm, Inc. 

 
2.5 Exit Strategy 

 
If the business is very successful, Mr. Doe may seek to sell the business to a third party 
for a significant earnings multiple.  Most likely, the Company will hire a qualified 
business broker to sell the business on behalf of the Private Investigator Firm.  Based on 
historical numbers, the business could fetch a sales premium of up to 4 times earnings. 



 

3.0 Services 
 
Below is a description of the services offered by the Private Investigator Firm? 

 
3.1 Private Investigation Services 

 
The primary source of revenue for the business will be the private investigation of 
individuals requested by attorneys and individuals.  These services will include 
surveillance, back ground checks, speaking with associates, and other legally allowable 
private investigation services.  As stated in the executive summary, at all times, the 
Private Investigator Firm will comply with all state, federal, and applicable local laws 
regarding the private investigation of local individuals.  Services offered by the Company 
will include, but are not limited to: 

 
• Job Applicant Credentialing Services 
• Asset Search and Recovery 
• Background Checks 
• Competitive/Business Intelligence 
• Computer Forensics 
• Corporate Investigations and White Collar Defense 
• Forensic Accounting 
• Intellectual Property Investigations 
• Legal Surveillance Services 

 
3.2 Ancillary Services 

 
The Company will also provide ancillary services such as expert testimony and testimony 
regarding findings discovered during the course of a private investigation. Management 
expects that these services will be primarily be used within court proceedings and 
depositions related to divorces and business disputes.  The Company will also provide 
witness location and interview services which will be billed at a separate rate. 

 
In this section of the business plan, you should further describe the products and services 
that you intend to offer to your customers. 



 
 

4.0 Strategic and Market Analysis 
 
4.1 Economic Outlook 

 
This section of the analysis will detail the economic climate, the private investigation 
industry, the customer profile, and the competition that the business will face as it 
progresses through its business operations. 

 
Currently, the economic market condition in the United States is in recession.  This 
slowdown in the economy has also greatly impacted real estate sales, which has halted to 
historical lows.  Many economists expect that this recession will continue until mid-2009, 
at which point the economy will begin a prolonged recovery period. 

 
4.2 Industry Analysis 

 
Within the United States there are 5,000 businesses that provide general private 
investigation services to the general public.  Each year these businesses aggregate 
generate more than $2.7 billion of revenue while providing jobs for more than 45,000 
people.  Aggregate payrolls in each of the last five years have exceeded $1 billion. 

 
This industry is mature, but it has experienced robust growth as the number of marriages 
ending in divorce has skyrocketed.  As such, divorce attorneys are now seeking the 
services of private investigation services more than ever in order to collect evidence 
regarding marital infidelity.  The industry is expected to grow at a healthy rate as the 
trend continues. 

 
4.3 Customer Profile 

 
The Private Investigator’s average client will be middle to upper middle class man or 
woman currently undergoing a divorce and living in the Company’s target market. 
Common traits among clients will include: 

 
• Annual household income exceeding $50,000. 
• Lives or works no more than 15 miles from the Company’s office location. 
• Will spend $2,500 with the Private Investigator Firm. 
• Is a divorce or corporate attorney currently working with a divorcing individual or 

corporate client that is seeking business intelligence? 
 
In this section of the analysis, you should describe the type of customer you are seeking 
to acquire. These traits include income size, type of business/occupation; how far away 
from your business is to your customer, and what the customer is looking for.  In this 
section, you can also put demographic information about your target market including 
population size, income demographics, level of education, etc. 



 
 
4.4 Competition 

 
This is one of the sections of the business plan that you must write completely on your 
own.  The key to writing a strong competitive analysis is that you do your research on the 
local competition.  Find out who your competitors are by searching online directories and 
searching in your local Yellow Pages. If there are a number of competitors in the same 
industry (meaning that it is not feasible to describe each one) then showcase the number 
of businesses that compete with you, and why your business will provide customers with 
service/products that are of better quality or less expensive than your competition. 



 
 

5.0 Marketing Plan 
 
The Private Investigator Firm intends to maintain an extensive marketing campaign that 
will ensure maximum visibility for the business in its targeted market.  Below is an 
overview of the marketing strategies and objectives of the Company. 

 
5.1 Marketing Objectives 

 
• Develop an online presence by developing a website and placing the Company’s 

name and contact information with online directories. 
• Establish relationships with attorneys within the targeted market. 

 
5.2 Marketing Strategies 

 
Mr. Doe intends on using a number of marketing strategies that will allow the Private 
Investigator Firm to easily target individuals and attorneys within the target market. 
These strategies include traditional print advertisements and ads placed on search engines 
on the Internet.  Below is a description of how the business intends to market its services 
to the general public. 

 
The Private Investigator Firm will also use an internet based strategy.  This is very 
important as many people seeking local services, such as private investigators, now the 
Internet to conduct their preliminary searches.  Mr. Doe will register the Private 
Investigator For, with online portals so that potential customers can easily reach the 
business.  The Company will also develop its own online website showcasing the 
services, Mr. Doe’s experience in private investigation, preliminary pricing information, 
and relevant contact information. 

 
Finally, the Company will aggressively seek to develop relationships with lawyers within 
the target market that will outsource their private investigation needs to the Company. 
Mr. Doe expects that at least 50% of the Company’s aggregate revenues will come 
directly from lawyers and law firms. 

 
In this section, you should expand on how you intend to implement your marketing.  List 
publications, local newspapers, radio, and other outlets that you will use to promote your 
business.  Discuss how much money you intend to spend on marketing. 

 
5.3 Pricing 

 
In this section, describe the pricing of your services and products.  You should provide as 
much information as possible about your pricing as possible in this section.  However, if 
you have hundreds of items, condense your product list categorically.  This section of the 
business plan should not span more than one page. 



 
 

6.0 Organizational Plan and Personnel Summary 
 
6.1 Corporate Organization 

 
 

Senior Management 
 
 
 
 
 

Private Investigations Administrative Staff 
 
 
 
 
 

Private Investigation Services Accounting 
 

 
 
 
 

Surveillance 
Services 

Sales - Marketing 

 
 
 
 

Legal Compliance and Licensure  

Administrative 
 
 
 
6.2 Organizational Budget 

 

 
Personnel Plan - Yearly 

Year 2009 2010 2011 
Owner $40,000 $41,200 $42,436 
Owner's Assistant $35,000 $36,050 $37,132 
Staff Investigators $130,000 $133,900 $137,917 
Bookkeeper (P/T) $12,500 $12,875 $13,261 

Administrative $22,000 $22,660 $23,340 
 

Total $239,500 $246,685 $254,086 
 

Numbers of Personnel 
Year 2009 2010 2011 

Owner 1 1 1 
Owner's Assistant 1 1 1 
Staff Investigators 4 4 4 
Bookkeeper (P/T) 1 1 1 
Administrative 1 1 1 
Totals 8 8 8 

 
 
6.2 Organizational Budget (Cont.) 



 
 
 
6.3 Management Biographies 

 
In this section of the business plan, you should write a two to four paragraph biography 
about your work experience, your education, and your skill set.  For each owner or key 
employee, you should provide a brief biography in this section. 



 
 

7.0 Financial Plan 
 
7.1 Underlying Assumptions 

 
The Company has based its proforma financial statements on the following: 

 
• The Private Investigator Firm will have an annual revenue growth rate of 16% per 

year. 
• The Owner will acquire $100,000 of debt funds to develop the business. 
• The loan will have a 10 year term with a 9% interest rate. 

 
7.2 Sensitivity Analysis 

 
The Company’s revenues are modestly sensitive to changes in the general economy. 
However, people will continue to undergo divorce proceedings and businesses will still 
need corporate intelligence gathering despite deleterious changes in the economy. 
Additionally, the high margin revenues generated by the business will ensure that the 
Private Investigator Firm can remain profitable despite any moderate drawbacks in top 
line income. 

 
7.3 Source of Funds 

 
 

Financing 
Equity Contributions 

Management Investment $10,000.00 
 
 
 
 

Total Equity Financing $10,000.00 
Banks and Lenders 

Banks and Lenders $100,000.00 

Total Debt Financing $100,000.00 
 

Total Financing $110,000.00 
 
 
 
7.4 General Assumptions 

 
General Assumptions 

Year 2009 2010 2011 
Short Term Interest Rate 9.5% 9.5% 9.5% 
Long Term Interest Rate 10.0% 10.0% 10.0% 
Federal Tax Rate 33.0% 33.0% 33.0% 
State Tax Rate 5.0% 5.0% 5.0% 
Personnel Taxes 15.0% 15.0% 15.0% 



 
 
7.5 Profit and Loss Statements 

 
Proforma Profit and Loss (Yearly) 

Year 2009 2010 2011 
Sales $503,538 $553,892 $609,281 
Cost of Goods Sold $50,354 $55,389 $60,928 
Gross Margin 90.00% 90.00% 90.00% 

 
Operating Income $453,184 $498,503 $548,353 

 
Expenses 

Payroll $239,500 $246,685 $254,086 
General and Administrative $25,200 $26,208 $27,256 
Marketing Expenses $2,518 $2,769 $3,046 
Professional Fees and Licensure $5,219 $5,376 $5,537 
Insurance Costs $1,987 $2,086 $2,191 
Travel and Vehicle Costs $17,596 $19,356 $21,291 
Rent and Utilities $14,250 $14,963 $15,711 
Miscellaneous Costs $6,042 $6,647 $7,311 

Payroll Taxes $35,925 $37,003 $38,113 
 

Total Operating Costs $348,237 $361,092 $374,542 
 
 

EBITDA $104,947 $137,411 $173,811 

Federal Income Tax $34,633 $42,662 $54,893 
State Income Tax $5,247 $6,464 $8,317 
Interest Expense $8,738 $8,131 $7,468 

Depreciation Expenses $4,107 $4,107 $4,107 
 
 

Net Profit $52,222 $76,046 $99,025 

Profit Margin 10.37% 13.73% 16.25% 
 
 

Sales, Operating Costs, and Profit Forecast 
 
 

$700,000 
 

$600,000 
 

$500,000 
 

$400,000 
 

$300,000 
 

$200,000 
 

$100,000 
 

$0 

 
 
 
 
 
 
 
 
 
 
 
2009  2010  2011 
 

Ye ar 

 
 
 
 
 
Sales 

EBITDA 

Net Prof it 



  Private Investigator Firm 

7.6 Cash Flow Analysis 

 

 
Proforma Cash Flow Analysis - Yearly 

Year 2009 2010 2011 
Cash From Operations $56,329 $80,153 $103,133 
Cash From Receivables $0 $0 $0 
Operating Cash Inflow $56,329 $80,153 $103,133 

 
Other Cash Inflows 

Equity Investment $10,000 $0 $0 
Increased Borrowings $100,000 $0 $0 
Sales of Business Assets $0 $0 $0 
A/P Increases $37,902 $43,587 $50,125 

Total Other Cash Inflows $147,902 $43,587 $50,125 
 
 

Total Cash Inflow $204,231 $123,740 $153,258 
 
 

Cash Outflows 
Repayment of Principal $6,463 $7,070 $7,733 
A/P Decreases $24,897 $29,876 $35,852 
A/R Increases $0 $0 $0 
Asset Purchases $57,500 $20,038 $25,783 
Dividends $39,431 $56,107 $72,193 

Total Cash Outflows $128,291 $113,092 $141,561 
 
 

Net Cash Flow $75,940 $10,649 $11,697 
 

Cash Balance $75,940 $86,589 $98,287 
 
 

Proforma Cash Flow (Ye arly) 
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7.7 Balance Sheet 

 

 
Proforma Balance Sheet - Yearly 

Year 2009 2010 2011 
Assets 
Cash $75,940 $86,589 $98,287 
Amortized Development/Expansion Costs $17,500 $19,504 $22,082 
Company Vehicle $17,000 $27,019 $39,911 
FF&E $23,000 $31,015 $41,329 
Accumulated Depreciation ($4,107) ($8,214) ($12,321) 
Total Assets $129,333 $155,913 $189,287 

 
Liabilities and Equity 

Accounts Payable $13,005 $26,716 $40,990 
Long Term Liabilities $93,537 $86,467 $79,397 
Other Liabilities $0 $0 $0 

Total Liabilities $106,542 $113,183 $120,387 
 
 

Net Worth $22,792 $42,731 $68,900 

Total Liabilities and Equity $129,333 $155,913 $189,287 
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7.8 Breakeven Analysis 

 
Monthly Break Even Analysis 

Year 2009 2010 2011 
Monthly Revenue $32,244 $33,434 $34,680 
Yearly Revenue $386,930 $401,213 $416,158 

 
 

Break Even Analysis 
 
 

$500,000 

$400,000 
$300,000 
$200,000 

$100,000 
$0 

 
 
 
 
 
 
 
 
 
2009  2010  2011 
 

Year 

 
 
 
 
 
Monthly Revenue 
Yearly Revenue 

 
 
 
 
 
 
7.9 Business Ratios 

 

 
Business Ratios - Yearly 

Year 2009 2010 2011 

Sales 
Sales Growth  0.0% 10.0% 10.0% 
Gross Margin 90.0% 90.0% 90.0% 

 
Financials 
Profit Margin 10.37% 13.73% 16.25% 
Assets to Liabilities  1.21  1.38  1.57 
Equity to Liabilities 0.21 0.38 0.57 

Assets to Equity 5.67 3.65 2.75 
 

 
Liquidity 
Acid Test 0.71 0.77 0.82 
Cash to Assets 0.59 0.56 0.52 
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Three Year Profit and Loss Statement 
 

Profit and Loss Statement (First Year) 
Months 1 2 3 4 5 6 7 

Sales $41,230 $41,363 $41,496 $41,629 $41,762 $41,895 $42,028 
Cost of Goods Sold $4,123 $4,136 $4,150 $4,163 $4,176 $4,190 $4,203 
Gross Margin 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 

 
Operating Income $37,107 $37,227 $37,346 $37,466 $37,586 $37,706 $37,825 

 
Expenses 

Payroll $19,958 $19,958 $19,958 $19,958 $19,958 $19,958 $19,958 
General and Administrative $2,100 $2,100 $2,100 $2,100 $2,100 $2,100 $2,100 
Marketing Expenses $210 $210 $210 $210 $210 $210 $210 
Professional Fees and Licensure $435 $435 $435 $435 $435 $435 $435 
Insurance Costs $166 $166 $166 $166 $166 $166 $166 
Travel and Vehicle Costs $1,466 $1,466 $1,466 $1,466 $1,466 $1,466 $1,466 
Rent and Utilities $1,188 $1,188 $1,188 $1,188 $1,188 $1,188 $1,188 
Miscellaneous Costs $504 $504 $504 $504 $504 $504 $504 

Payroll Taxes $2,994 $2,994 $2,994 $2,994 $2,994 $2,994 $2,994 
 

Total Operating Costs $29,020 $29,020 $29,020 $29,020 $29,020 $29,020 $29,020 
 
 

EBITDA $8,087 $8,207 $8,327 $8,446 $8,566 $8,686 $8,805 

Federal Income Tax $2,836 $2,845 $2,854 $2,863 $2,872 $2,881 $2,891 
State Income Tax $430 $431 $432 $434 $435 $437 $438 
Interest Expense $750 $746 $742 $738 $734 $730 $726 

Depreciation Expense $342 $342 $342 $342 $342 $342 $342 
 

 
Net Profit $3,730 $3,843 $3,956 $4,069 $4,182 $4,295 $4,408 
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Profit and Loss Statement (First Year Cont.) 
Month 8 9 10 11 12 2009 
Sales $42,161 $42,294 $42,427 $42,560 $42,693 $503,538 
Cost of Goods Sold $4,216 $4,229 $4,243 $4,256 $4,269 $50,354 
Gross Margin 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 

  
Operating Income $37,945 $38,065 $38,184 $38,304 $38,424 $453,184 

 
Expenses 

Payroll $19,958 $19,958 $19,958 $19,958 $19,958 $239,500 
General and Administrative $2,100 $2,100 $2,100 $2,100 $2,100 $25,200 
Marketing Expenses $210 $210 $210 $210 $210 $2,518 
Professional Fees and Licensure $435 $435 $435 $435 $435 $5,219 
Insurance Costs $166 $166 $166 $166 $166 $1,987 
Travel and Vehicle Costs $1,466 $1,466 $1,466 $1,466 $1,466 $17,596 
Rent and Utilities $1,188 $1,188 $1,188 $1,188 $1,188 $14,250 
Miscellaneous Costs $504 $504 $504 $504 $504 $6,042 

Payroll Taxes $2,994 $2,994 $2,994 $2,994 $2,994 $35,925 
 

Total Operating Costs $29,020 $29,020 $29,020 $29,020 $29,020 $348,237 
 
 

EBITDA $8,925 $9,045 $9,165 $9,284 $9,404 $104,947 

Federal Income Tax $2,900 $2,909 $2,918 $2,927 $2,936 $34,633 
State Income Tax $439 $441 $442 $444 $445 $5,247 
Interest Expense $722 $718 $714 $710 $706 $8,738 

Depreciation Expense $342 $342 $342 $342 $342 $4,107 
 
 

Net Profit $4,522 $4,635 $4,748 $4,861 $4,975 $52,222 
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Profit and Loss Statement (Second Year) 
2010 

Quarter Q1 Q2 Q3 Q4 2010 
Sales $110,778 $138,473 $149,551 $155,090 $553,892 
Cost of Goods Sold $11,078 $13,847 $14,955 $15,509 $55,389 
Gross Margin 90.0% 90.0% 90.0% 90.0% 90.0% 

 
Operating Income $99,701 $124,626 $134,596 $139,581 $498,503 

 
Expenses 
Payroll $49,337 $61,671 $66,605 $69,072 $246,685 
General and Administrative $5,242 $6,552 $7,076 $7,338 $26,208 
Marketing Expenses $554 $692 $748 $775 $2,769 
Professional Fees and Licensure $1,075 $1,344 $1,451 $1,505 $5,376 
Insurance Costs $417 $522 $563 $584 $2,086 
Travel and Vehicle Costs $3,871 $4,839 $5,226 $5,420 $19,356 
Rent and Utilities $2,993 $3,741 $4,040 $4,190 $14,963 
Miscellaneous Costs $1,329 $1,662 $1,795 $1,861 $6,647 

Payroll Taxes $7,401 $9,251 $9,991 $10,361 $37,003 
 

Total Operating Costs $72,218 $90,273 $97,495 $101,106 $361,092 
 
 

EBITDA $27,482 $34,353 $37,101 $38,475 $137,411 

Federal Income Tax $8,532 $10,666 $11,519 $11,945 $42,662 
State Income Tax $1,293 $1,616 $1,745 $1,810 $6,464 
Interest Expense $2,092 $2,053 $2,013 $1,973 $8,131 

Depreciation Expense $1,027 $1,027 $1,027 $1,027 $4,107 
 
 

Net Profit $14,538 $18,991 $20,797 $21,720 $76,046 
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Profit and Loss Statement (Third Year) 
2011 

Quarter Q1 Q2 Q3 Q4 2011 
Sales $121,856 $152,320 $164,506 $170,599 $609,281 
Cost of Goods Sold $12,186 $15,232 $16,451 $17,060 $60,928 
Gross Margin 90.0% 90.0% 90.0% 90.0% 90.0% 

 
Operating Income $109,671 $137,088 $148,055 $153,539 $548,353 

 
Expenses 
Payroll $50,817 $63,521 $68,603 $71,144 $254,086 
General and Administrative $5,451 $6,814 $7,359 $7,632 $27,256 
Marketing Expenses $609 $762 $823 $853 $3,046 
Professional Fees and Licensure $1,107 $1,384 $1,495 $1,550 $5,537 
Insurance Costs $438 $548 $591 $613 $2,191 
Travel and Vehicle Costs $4,258 $5,323 $5,749 $5,962 $21,291 
Rent and Utilities $3,142 $3,928 $4,242 $4,399 $15,711 
Miscellaneous Costs $1,462 $1,828 $1,974 $2,047 $7,311 

Payroll Taxes $7,623 $9,528 $10,290 $10,672 $38,113 
 

Total Operating Costs $74,908 $93,635 $101,126 $104,872 $374,542 
 
 

EBITDA $34,762 $43,453 $46,929 $48,667 $173,811 

Federal Income Tax $10,979 $13,723 $14,821 $15,370 $54,893 
State Income Tax $1,663 $2,079 $2,246 $2,329 $8,317 
Interest Expense $1,932 $1,889 $1,846 $1,802 $7,468 

Depreciation Expense $1,027 $1,027 $1,027 $1,027 $4,107 
 
 

Net Profit $19,162 $24,734 $26,990 $28,140 $99,025 
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Three Year Cash Flow Analysis 
 

Cash Flow Analysis (First Year) 
Month 1 2 3 4 5 6 7 8 

Cash From Operations $4,072 $4,185 $4,298 $4,411 $4,524 $4,637 $4,751 $4,864 
Cash From Receivables $0 $0 $0 $0 $0 $0 $0 $0 
Operating Cash Inflow $4,072 $4,185 $4,298 $4,411 $4,524 $4,637 $4,751 $4,864 

 
Other Cash Inflows 

Equity Investment $10,000 $0 $0 $0 $0 $0 $0 $0 
Increased Borrowings $100,000 $0 $0 $0 $0 $0 $0 $0 
Sales of Business Assets $0 $0 $0 $0 $0 $0 $0 $0 
A/P Increases $3,159 $3,159 $3,159 $3,159 $3,159 $3,159 $3,159 $3,159 

Total Other Cash Inflows $113,159 $3,159 $3,159 $3,159 $3,159 $3,159 $3,159 $3,159 
 
 

Total Cash Inflow $117,230 $7,343 $7,456 $7,570 $7,683 $7,796 $7,909 $8,022 
 
 

Cash Outflows 
Repayment of Principal $517 $521 $525 $528 $532 $536 $540 $545 
A/P Decreases $2,075 $2,075 $2,075 $2,075 $2,075 $2,075 $2,075 $2,075 
A/R Increases $0 $0 $0 $0 $0 $0 $0 $0 
Asset Purchases $57,500 $0 $0 $0 $0 $0 $0 $0 
Dividends $0 $0 $0 $0 $0 $0 $0 $0 

Total Cash Outflows $60,092 $2,595 $2,599 $2,603 $2,607 $2,611 $2,615 $2,619 
 
 

Net Cash Flow $57,139 $4,748 $4,857 $4,966 $5,076 $5,185 $5,294 $5,403 
 

Cash Balance $57,139 $61,887 $66,744 $71,710 $76,786 $81,971 $87,264 $92,667 
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Cash Flow Analysis (First Year Cont.) 
Month 9 10 11 12 2009 

Cash From Operations $4,977 $5,090 $5,204 $5,317 $56,329 
Cash From Receivables $0 $0 $0 $0 $0 
Operating Cash Inflow $4,977 $5,090 $5,204 $5,317 $56,329 

 
Other Cash Inflows 

Equity Investment $0 $0 $0 $0 $10,000 
Increased Borrowings $0 $0 $0 $0 $100,000 
Sales of Business Assets $0 $0 $0 $0 $0 
A/P Increases $3,159 $3,159 $3,159 $3,159 $37,902 

Total Other Cash Inflows $3,159 $3,159 $3,159 $3,159 $147,902 
 
 

Total Cash Inflow $8,136 $8,249 $8,362 $8,475 $204,231 
 
 

Cash Outflows 

Repayment of Principal $549 $553 $557 $561 $6,463 
A/P Decreases $2,075 $2,075 $2,075 $2,075 $24,897 
A/R Increases $0 $0 $0 $0 $0 
Asset Purchases $0 $0 $0 $0 $57,500 
Dividends $0 $0 $0 $39,431 $39,431 

Total Cash Outflows $2,623 $2,627 $2,632 $42,067 $128,291 
 
 

Net Cash Flow $5,512 $5,621 $5,731 -$33,591 $75,940 
 

Cash Balance $98,180 $103,801 $109,531 $75,940 $75,940 
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Cash Flow Analysis (Second Year) 
2010 

Quarter Q1 Q2 Q3 Q4 2010 
Cash From Operations $16,031 $20,038 $21,641 $22,443 $80,153 
Cash From Receivables $0 $0 $0 $0 $0 
Operating Cash Inflow $16,031 $20,038 $21,641 $22,443 $80,153 

 
Other Cash Inflows 

Equity Investment $0 $0 $0 $0 $0 
Increased Borrowings $0 $0 $0 $0 $0 
Sales of Business Assets $0 $0 $0 $0 $0 
A/P Increases $8,717 $10,897 $11,769 $12,204 $43,587 

Total Other Cash Inflows $8,717 $10,897 $11,769 $12,204 $43,587 
 
 

Total Cash Inflow $24,748 $30,935 $33,410 $34,647 $123,740 
 

 
Cash Outflows 

Repayment of Principal $1,708 $1,747 $1,787 $1,827 $7,070 
A/P Decreases $5,975 $7,469 $8,067 $8,365 $29,876 
A/R Increases $0 $0 $0 $0 $0 
Asset Purchases $4,008 $5,010 $5,410 $5,611 $20,038 
Dividends $11,221 $14,027 $15,149 $15,710 $56,107 

Total Cash Outflows $22,913 $28,253 $30,413 $31,513 $113,092 
 
 

Net Cash Flow $1,835 $2,682 $2,997 $3,134 $10,649 
 

Cash Balance $77,776 $80,458 $83,455 $86,589 $86,589 



 

 

 
 

Cash Flow Analysis (Third Year) 
2011 

Quarter Q1 Q2 Q3 Q4 2011 
Cash From Operations $20,627 $25,783 $27,846 $28,877 $103,133 
Cash From Receivables $0 $0 $0 $0 $0 
Operating Cash Inflow $20,627 $25,783 $27,846 $28,877 $103,133 

 
Other Cash Inflows 

Equity Investment $0 $0 $0 $0 $0 
Increased Borrowings $0 $0 $0 $0 $0 
Sales of Business Assets $0 $0 $0 $0 $0 
A/P Increases $10,025 $12,531 $13,534 $14,035 $50,125 

Total Other Cash Inflows $10,025 $12,531 $13,534 $14,035 $50,125 
 
 

Total Cash Inflow $30,652 $38,314 $41,380 $42,912 $153,258 
 

 
Cash Outflows 

Repayment of Principal $1,869 $1,911 $1,954 $1,999 $7,733 
A/P Decreases $7,170 $8,963 $9,680 $10,038 $35,852 
A/R Increases $0 $0 $0 $0 $0 
Asset Purchases $5,157 $6,446 $6,961 $7,219 $25,783 
Dividends $14,439 $18,048 $19,492 $20,214 $72,193 

Total Cash Outflows $28,634 $35,368 $38,088 $39,470 $141,561 
 
 

Net Cash Flow $2,017 $2,947 $3,292 $3,442 $11,697 
 

Cash Balance $88,607 $91,553 $94,845 $98,287 $98,287 
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