Writing a Business Plan

English

A Step By Step Guide For Success




TABLE OF CONTENTS

MAINE SMALL BUSINESS DEVELOPMENT CENTERS 1
COVER PAGE 3
EXECUTIVE SUMMARY 4
TABLE OF CONTENTS 5
BUSINESS DESCRIPTION 6
OPERATIONS AND LOCATION 7
PRODUCTS AND SERVICES 8
MARKET/INDUSTRY ANALYSIS 9
COMPETITION 10
MARKETING STRATEGY 1
RISK ANALYSIS 12
MANAGEMENT 13
FINANCIALS 14
APPENDIX 19

Disclaimer: The businesses used in this tool are fictional companies created by the Maine Small Business
Development Center (Maine SBDC) to illustrate the major components of the Business Plan. It in no way
depicts or represents any known company. Any resemblances or similarities to any other real business is
unintentional. This tool is being used as an educational document only. Updated March 2022.
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Building Maine'’s Future, One Business at a Time

If you are thinking about writing a business plan you probably have a lot of questions. And that’s a
good thing. You want to succeed in your business and feel competent and confident about what you're
about to do. It's a big deal. The Maine Small Business Development Centers (Maine SBDC) gets it.

We can help. The Maine SBDC has been providing free business advising to Maine’s small
businesses and entrepreneurs since 1977. We have experienced, knowledgeable, certified business
advisors who can help businesses at all stages to provide confidential, individualized business
development assistance — at no cost.

That is why we developed this tool for you. Writing a business plan is an important step in
starting or expanding any business. It assists the business owner(s) by organizing information that
describes the business and its operation. As such, it becomes a guide for creating strategic plans to
develop a business or to better manage an existing business. A business plan can also provide the
information that must be presented to a bank or other investor before a credit decision can be made.
Whether you use your own funds or borrowed funds to start up or expand your business, the
development of reliable and complete information in a business plan is essential.

This tool is best used in conjunction with a Maine SBDC business advisor or other professional.

Our centers are located around the state. Call us at 800-679-7232 to find out how we can help you or
go to our website: www.mainesbdc.org for more information or to Request Advising.






Typically this Section is 1 Page

Cover Page

The Cover Page is an often overlooked element in many Business Plan Guides. The Cover Page is the first
point of contact between your business and any potential lender, underwriter, capital or funding source. You
want a neat, attractive, and short looking Cover Page.

The Cover Page acts like a
business card for your
business — able to portray
the essential information for
anyone to understand how
to contact you.

Make sure your business
name is front and center. If
this proposal is sitting on a
table, you want people to
see the name clearly.

Remember to include your
contact information. Don’t
make the reader hunt for
your contact information,
make it as easy as possible
to get that response.

Version 12.20.2018

Financial Proposal For

\\\Pete's Seats //I

A Second Run, Family Focused
Movie Theater

To Be Submitted To
Imaginary Savings Bank

Pete’s Seats LLC

Peter Movielover, Owner

597 Main Street

Gorham, Maine 04038

(207) 000-0000
Peter.Movielover@gmail.com
www.Petesseats.com

Business Plans are typically developed and written for two basic reasons:

As you develop the business
plan, you will want to note
which version is the most up-to-
date. This is especially helpful
to ensure everyone involved
has the same version.

Identify and personalize the
report to reflect who you are
going to be submitting the
report to.

a)  An Operating Guide — an internal guide to help YOU understand your business
b)  AFinancing Proposal — an external guide to help OTHERS understand your business

Make sure that you label the cover sheet appropriately.

For those business owners who prefer their business plans be kept strictly confidential, you can add a

disclaimer to the Cover Page along these lines: “This business plan has been submitted on a confidential
basis to select individuals. This business plan should not be reproduced or distributed to others without
explicit permission from the author.”

Tricks of the Trade: Use a clear plastic cover when you put the Business Plan together in a binder to present to the
bank. That way, if the Business Plan is sitting on a desk, the cover page will be easily seen and catch attention.


mailto:Peter.Movielover@gmail.com
http://www.petesseats.com/

A)

B)

)

Executive Summary

Typically this Section is 1-2 Pages

The Executive Summary is most likely the first section of the business plan that a potential funder is going to
read. It is important to include enough information for the reader to both understand your business and to
become interested in how they fit into your plans. No matter what order you complete the Business Plan
sections in, the Executive Summary section should always be the section that is revised last before sending

the plan to the funder.

The Executive Summary
should summarize (while not
repeating) elements within
the overall Business Plan.

The Executive Summary
should answer the basics of:

What, Why, Who, When,
and Where of your Business.

Three common writing
styles you can use to write
an Executive Summary are:

Synopsis Summary —
(Most Common)
Summarizes the overall
business plan, equal
emphasis on business
concept and operations
Narrative Summary — More
story-like, most emphasis is
on problem and concept
Cover Letter — Much like
the Synopsis Summary, but
written like a formal letter

Executive Summary

The average cost for the typical American family of three to go to
the evening movies in the Greater Portland area is $35.85 for the
tickets alone. A large popcorn and soda will cost another $20 on
average. This has made going to the movies prohibitively
expensive and has led to an increase in families investing in higher
end televisions and at-home movie or streaming services.

Pete’s Seats is a proposed second run, family-owned movie
theater for the Greater Portland Area. Peter Movielover, sole
owner and manager, will bring over 19 years of experience in the
movie theater industry to create this successful single member LLC
business.

Pete’s Seats will be a three screen, second run theater, meaning
that the movies playing will be ones which are off the prime screen
at first run theaters but not out on dvd or available for streaming
yet. The license cost for such movies is dramatically less than first
run movies. This will allow Pete’s Seats to offer evening movie
tickets at $5 per person while still maintaining a reasonable profit
margin.

In order to establish Pete’s Seats, a total of $653,000 will be
needed, with Peter Movielover putting in $130,600 (20%) and a 15
year loan from Imaginary Savings Bank for $522,400 (80%). Of this
amount, $300,000 will be used to purchase a building, $200,000
will be needed to renovate the building into a theater, $120,000
will be needed for equipment and furniture, and the remaining
$33,000 will be needed for working capital. The building and
equipment (final value at $620,000) will act as collateral for the
loan.
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The most successful Synopsis
Executive Summaries have
three components:

1)

2)

3)

A clearly stated problem or
description of the current
conditions that have
created the need for your
product or service.

States or explains how the
business will act as a
solution with general
information about business
structure.

Highlights what the loan
details are; including total
loan amount, brief use of
funds, collateral for the
loan, and who is involved in
the deal.

You need to make the Executive Summary enthusiastic, professional, complete, and brief. It should not be
more than two pages in length.

For a new business venture, your Executive Summary needs to convey why your new product or service is
needed and will succeed. What is it that you are offering that is unique? For businesses that are already
existing or expanding, your Executive Summary needs to convey why your business will continue to be

successful.

Tricks of the Trade: When you save the final electronic version of your plan, always save it in a PDF format. This
way, no matter what software is used to open the Business Plan (Mac, Windows, Android), all of the formatting will

be how you intended.



Typically this Section is 1 Page

Table of Contents

The Table of Contents is a way to allow your reader to understand what information will be in the plan and
where to find it. The Table of Contents is a helpful guide to allow readers a way to identify and find
particular information about your plan without having to search through each page of the whole plan. A
bank or lender will read the Executive Summary first and then will often want to go to a particular portion of
the business plan, most likely the financial section.

The Table of Contents
should be straightforward.

The Table of Contents is a
quick way for a reader to
check if you have addressed
all the required information
that they will need to make
a decision.

The final section of the
Business Plan will include an
Appendix in which you can
provide any additional
information concerning your
business.

Table of Contents

Executive Summary
Table of Contents
Business Description
Operations & Location
Products and Services
Market/Industry Analysis
Competition
Marketing Strategy
Risk Analysis
Management
Financials
a. Source & Use of Funds
b. Income Statement
c. Cash Flow Statement
d. Balance Sheet
e. Break-Even Analysis/Ratios

Appendix
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Remember to ensure that you
number your pages of the
Business Plan correctly so that
they match the Table of
Contents.

The Financial Section of the
Business Plan will consist of
multiple forms. This is arguably
one of the most important
sections of the Business Plan, so
you will want to show the
reader that you understand and
have the forms they will need.

The Table of Contents above is an example. Your business might have more or less components depending
on what is pertinent for your business. As noted above, the Financial Section of the business plan is a section
that is highly scrutinized by lenders. Often a lender will read the Executive Summary to get an idea of what
your business idea is first and then immediately go to the Financial Section second. For this reason, we
suggest putting the Financial Section last. That way, the reader will see all the work you did as they flip to

the end of the business plan.

Tricks of the Trade: You always START the Business Plan with the Executive Summary and NOT the Table of
Contents because the Table of Contents is not going to grab a reader’s attention.



Typically this Section is 1 Page

Business Description

The Business Description Section should outline many of the legal and technical aspects of the business. This
section should answer “what” the business is. It should indicate the business’s organizational structure, the
principal owners and their relationship, and the type of industry and business. This would include any
pertinent permits, licenses, insurance, and/or regulations needed by the business in order to operate.

The Business Description
should describe who owns
the business, clearly show
the entity type, and usually
has an address to show
where the business is going
to be located.

Many businesses will want
to reflect on their Mission
Statement. A Mission
Statement is typically under
30 words and is a condensed
answer to the following
questions:

a) What do we do?

b) How do we do it?

¢) Who do we do it for?

d) What value are we
bringing?

Your Mission Statement will
help you focus on what is
most important for the
business to operate.

Business Description

Mission Statement: Pete’s Seats will offer value-seeking
moviegoers a superior experience traditionally served at first run
movies while watching second run movies at an affordable price.

Pete’s Seats will be a to-be-formed, single member Limited
Liability Company registered in the State of Maine. Pete’s Seats is
anticipating opening in June of 2019. Peter Movielover will be the
100% sole owner and manager of the business. The company will
file to be taxed as a S-Corporation by the IRS. Peter Movielover will
be a salaried employee of the company. The proposed site of
Pete’s Seats is at 597 Main Street, Gorham, Maine 04038.

Pete’s Seats will be a second run movie theater with 3 screens and
will be primarily a retail based business with limited service and
food options. As such, Pete’s Seats will have a sales tax certificate,
will obtain a license from distributors to show second run movies,
will obtain proper food licenses to serve concessions, and will
ensure all life safety issues are addressed with the layout of the
theater. The Town of Gorham has already preliminarily approved a
Use Permit for the space and is awaiting the architectural drawings
for approval. It is estimated that the remaining licensing and
permits will take approximately 5 months to obtain.

Pete’s Seats will be fully insured and has obtained a quote from
Movie’sRUS Insurance Company.
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The opening paragraph will
contain a lot of legal and
ownership information that is
important to the lender. Note
that you do not necessarily
have to form your business
prior to submitting your
proposal to the bank.

You will want to research and
address any permits, licenses,
or regulations that would be
needed in order for you to open
your business. It is good to give
the reader an understanding of
what progress you may have
made or what your expected
timeline would be to complete.

If you are writing this plan for an existing business, you would want to describe the history of the business.
When was the business established? What is the current trend? Is the business doing well? Typically you
look at the last three years of history and derive comments on how the business has done, how you think
that the business will do in the future and why. What changes (if any) do you plan to make?

If you are purchasing the business, you would want to include the above topics and also delve into what the
price of the business is and how you came to that number (i.e. breakdown for building, improvements,
equipment, inventory, goodwill, etc).

Tricks of the Trade: If your business is going to be seasonal, this should be mentioned in the Business Description
Section and also reflected in the Financial Section when you do your projections



Typically this Section is 1 Page

Operations and Location

The Operations and Location Section should allow the reader to better understand how this business will run
from day to day. This section should answer when the business is in operation and what staffing would be
needed to fully operate. It should also include information concerning the desirability of the location and

basic location details.

This section is meant to help
you understand how long
your operations will be open
during any given week and
how many staff you would
need to have available
during those times. In
addition, this section should
help you look at the location
specifics.

You will need to determine
how many staff members
you need to hire. This can be
hard and we often suggest a
prospective business owner
develop a mock employee
schedule for a week in order
to ensure proper coverage
for the hours the business is
open.

Operations and Location

Pete’s Seats will operate 7 days a week. The hours of normal
operations Monday through Saturday will be 11:00 am-midnight,
with doors opening to the public at 11:30 am, closing at 10:00 pm.
Sunday hours will be 11:00 am — 10:00 pm, with doors opening to
the public at 11:30 am, closing at 8:00 pm. Pete’s Seats will allow
for movie theater rental, and special events during off hours as
needed.

Pete’s Seats will need 5 full-time and 3 part-time staff. The full-
time staff will consist of a manager (owner), assistant manager, 2
full-time concessions persons, and 2 full-time ushers. The 3 part-
time staff will be floaters working the usher and concessions
positions depending on need. Staff wages will start at $12/hr.

Pete’s Seats will be located at 597 Main Street, Gorham Maine.
Pete’s Seats will own the commercially zoned building, which
meets fire safety regulations and parking requirements. According
to the MDOT traffic report, over 10,000 cars pass this location
daily. This location is 9 miles outside of downtown Portland and 3
miles from Gorham Center. This location allows for future growth.

Currently the building is a 20,000 square foot commercial building.
Renovations to improve and equip the facility to accommodate 3
screens (425 seats), restrooms, office, storage, and a concessions
area are estimated at $320,000. See appendix for detailed
blueprints, contractor estimates, and equipment/furniture list.
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The opening paragraph should
clearly state when the business
will be open for normal
operations during any given
week or time period.

The location section of this
page should highlight some
basic information, such as
whether you are leasing or
owning, traffic count, zoning,
and proximity to other
attractions (such as a large
downtown area). If your
business is online only, then
you can highlight that physical
location is not a significant
factor.

Sometimes adding a picture of
the proposed layout or a small
local map helps the reader
visualize what the business
might look like or where the
business is located.

If you are writing this plan for an existing business, then you would want to describe the current operations
and any future changes. Will the business be expanding services or products? Will there be an increase or
decrease in staff needs? Will the business location change?

If you do not have a location determined yet, then you can list a general area with criteria that would need
to be met; such as “The location of the proposed business will be... within xx miles of downtown Portland, or
will be located on a road with an average daily traffic count of xxx, or will be located in a building with an
average cost per square foot of xx”.

Tricks of the Trade: Staff and Location can make or break a business. Often, business owners try to “make it work”
when they should have taken more time to consider the choices in the beginning.



Typically this Section is 2-3 Pages

Products and Services

The Products and Services Section should highlight what your business does. You should start this section
with the product or service that the business will mainly offer. Your business’s main offering is usually the
product or service that will generate the most revenue for the business or what a customer would primarily
think first about your business. Ensure you allow the reader to get a clear picture of what you plan to do and
how. Your proposed pricing for your products or services should be mentioned in this section.

You can start this section by
reiterating your business’s
unique offering. The unique
offering is what product or
service you are offering that
will give your business a
competitive edge.

Try to ensure that the price
you are going to be charging
for your product or service
covers these elements:

a) Material or ingredient
costs

b) Labor costs

c) Overhead Costs

d) Taxes (estimate 25-30%)

e) Needed Profit Margin

Over time, expenses for the
business will increase, so
remember to institute a
regular price increase at
some future point.

Products and Services

Pete’s Seats will primarily be offering the traditional movie theater
experience for popular feature films. This experience will be the
same experience as would be expected at a first run theater, but
at a discounted price.

The movies shown will typically be movies out of first run theaters
and just before being available for streaming. On average, this
period starts 1 month from the movie’s first premier in theaters
and ends 2-3 months after the premier. Pete’s Seats will obtain
licensing and movies through Criterion, Swank and MPLC (see
Appendix for pricing). All tickets will be $5 per person and will be
anticipated to rise $0.25 every two years.

Pete’s Seats will offer comfortable sitting chairs. Due to the
importance of the chairs, Pete’s Seats is planning to buy mid to
high tier versus lower tiered seats (see Appendix for pricing).

Pete’s Seats will operate the theater using digital only film and
camera options. This will greatly reduce the cost of the traditional
reel films that need to be shipped with extra security and put
together manually. Instead, Pete’s Seats will be able to download
films as needed after obtaining proper licensing. A digital focus will
allow Pete’s Seats to offer more options, such as gaming nights.

Pete’s Seats will offer concessions consisting of popcorn, soda, and
candy (see Appendix for proposed menu and pricing). Pete’s Seats
will be working with a supplier in Boston, Massachusetts to obtain
fountain drinks, napkins, straws, cups, popcorn bags, candy, and
popcorn ingredients. Pete’s Seats will use Square as a POS system.
The typical large popcorn and large soda combination will cost
$12.50 with average Cost of Goods at 15%.

Pete’s Seats plans to offer the ability to rent the theater out during
off hours and possibly one screen during normal hours. The typical
theater rental fee is $250/hour or $300/per 90 minute movie.
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While you can certainly
mention costs, the focus of this
section should be on your
REVENUE model. A better place
to detail Costs would be in the
financial projections and
supported with materials in the
Appendix. As an alternative,
some businesses will mention
their anticipated profit margin
in addition to their pricing in
this section.

Technical specifications,
drawings, photos, sample
menus, sales brochures and
other bulky items can be noted
and put into the Appendix.

After you address the product
or service that brings in the
primary revenue of the
business, you can then go into
detail of any additional
products or services that will
add revenue.

This portion of the plan should be relatively the same for either a new business or an existing business. For
this section, you need to be the expert but talk in layman terms. Try not to use words or terms that are too
industry specific or specialized. If you do have to use such terms, clearly identify what those terms mean
when you first use the term. Assume that the reader has no knowledge of your industry. Some businesses
find it helpful to write this section as if you were talking with a prospective new customer.

Tricks of the Trade: Some businesses feel that they need to offer their products or services at a lower rate to gain

market penetration when they first start. Rather than offering a lower price, offer a temporary discount instead.

This way you are offering an additional value to the customer, a discount offers an easy marketing strategy, and
everyone understands what your products or services should be worth normally.



Typically this Section is 1 Page

Market/Industry Analysis

The Market/Industry Analysis Section should help the reader understand crucial information about the

industry. This section is used to identify the market, its size, growth potential, and industry trends. Examples
of information you should include are the relative size (typically stated in total money spent per year), recent
sales or growth trends, and expected future growth outlook.

Businesses should think of
this section like a funnel.
Start with a wide view of the
industry, and become
progressively focused on
your business market as you
move down the page. For
instance:

National Industry Trends
New England Trends
Maine Trends

Regional Trends

Online only or international
businesses might have an
even wider view, starting
with the worldwide market
and then narrowing to the
market they plan to
primarily serve or ship.

Market/Industry Analysis

According to IBISworld.com (October 2018), the United States
movie theater industry (NAICS Code 512131) has grown over the
past 5 years. 2018 in particular has been good with Forbes.com
writing in July 2018 that box office sales were up nearly 8% over
2017 and will hit $18 billion in 2018. A 2018 Movie Analysis report
indicates that annual Industry revenue is estimated to grow 3.1%.

According to a SBDC.net report obtained from the Maine Small
Business Development Center, movie theaters in New England
have seen a disproportionally larger gain over the past three years
than the rest of the nation. An article by Movie Critics that was
within the SBDC.net report noted that the New England movie
theater industry is poised to grow 4-5% per year with the average
customer spending $30 per visit.

There has been a national downward trend of -0.2% concerning
the number of businesses in the movie theater industry. However,
according to the US Census Factfinder, the number of movie
theater businesses in Maine has remained stable at 33 over these
5 years.

Further research has shown that most customers in Maine would
travel an average of 20-25 minutes (roughly 15 miles) for
entertainment or shopping experiences. Using the 2010 US Census
data, the local population within a 15-mile radius of Pete’s Seats
location is 274,316. In addition, according to Mainebiz.com,
roughly 5.4 million tourists that came to the Greater Portland Area
in 2016 would have been within this radius.
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There are two kinds of market research you could include in this section:

Finding an annual growth
estimate will help you support
your 2" and 3™ year
projections.

The Maine Small Business
Development Center can order
a custom research report from
SBDC.net to help you with the
Market/Industry Analysis.

Do NOT ignore any red flags
that you find during your
research. You will need to
understand and address any
negative trends. The purpose of
the business plan is to first
convince YOU that your
business is feasible.

Furthermore, the lender will
find this information in their
own research. Finding any
negative trends first gives you
an opportunity to explain how
your business will overcome
these trends.

Primary Market Research — This is when you gather your own data specifically about your proposed
business. This could be your own traffic count, your results from secret shopping, surveys to potential
customers, etc. The research is usually customized for your purposes.

Secondary Market Research (most common) — This is information you can find in general about the market
or industry. Often, this information comes from databases, articles, books, or the internet. Chambers of
Commerce, Libraries, Industry or Trade Associations, or Governmental resources are good data sources.

Tricks of the Trade: Each industry is broken down by a NAICS (North American Industry Classification System) code
number. When researching, you should first determine what your business industry NAICS code is. This number will
help you if you enter it with your key search words when searching the internet for industry information.



Typically this Section is 1-2 Pages

Competition

The Competition Section should outline what options exist for your prospective customer. This section
should not just highlight direct competition (i.e. businesses exactly like yours) but also highlight any other
indirect competition (i.e. what other options your prospective customer might have). The “competition” is
not necessarily about the type of business. The competition is for the money a customer will spend. Either
the customer will spend the money with your business, or they will spend the money at an alternative
business or choice. For example, if you are proposing to open a morning donut shop, then your competition
will be any alternative (including other donut shops) that the customer might decide on — muffin shop,
bakery, fast food, etc. This section should highlight the top 3 but no more than the top 5 or 6 competitors.

You first need to determine
how large an area your
business operations will
cover. For physical locations,
this is typically the average
drive time you feel a
customer would go to get
your products or services.

For online only businesses,
this is typically a geographic
region, usually determined
by your ability to either ship
products or offer services.

Never end the competition
section without describing
the competitive advantage
that YOUR business will have
over the competition.
Explain why someone will
still choose your product or
service despite having other
choices in the market.

Competition

There are five movie theater options within a 15 mile radius (25-30
minute drive time) of the proposed business location. Two of
these options are seasonal, drive-in theaters. The three
competitors listed below are considered the closest competitors.

Big Screen Cinemas, 886 Roosevelt Trail, Windham, ME 04062
(12.6 Miles) — Big Screen Cinemas is a first run movie theater
established in 2005 with 4 screens. The average adult ticket price
is $11.50 for an evening show and the average concession package
of a popcorn and soda is $15. They do not offer IMAX, whole
theater rentals, or 3D viewing options.

Hoppers Cinemas, 200 Warren Avenue, Westbrook, ME 04092 (3.4
Miles) — Hoppers Cinemas is a first run movie theater established
in 1990 with 2 screens. The average adult ticket price is $14.50 for
an evening show and the average concession package of a popcorn
and soda is $18. They do not offer IMAX or 3D viewing options.

Movie Magic, 1980 Congress Street, Portland, ME 04102 (5.6
Miles) — Movie Magic is a first run movie theater established in
1998 with 8 screens. The average adult ticket price is $10.50 for an
evening show and the average concession package of a popcorn
and soda is $15.

Pete’s Seats will be the only second run movie theater within a
reasonable drive time for households in the Greater Portland
market. Pete’s Seats will offer competitive pricing while ensuring
just as good a movie going experience as the competition. Pete’s
Seats will focus on the customer experience, choosing the most
comfortable seats, best screens and sounds, and highest quality
concessions. In addition, Pete’s Seats will be prominent in the
community, offering whole theater rentals for community events,
gaming nights, and educational/artistic selections that are more
accessible and affordable than the competition.
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If you have a lot of competition
in the surrounding area, rather
than list them all, you can
simply have an opening
statement acknowledging the
competition and letting the
reader know you felt the listed
competitors were the closest or
best competitors.

You should identify your
competition by name and
location. It is helpful to the
reader if you also include the
distance the competitor is from
your location and their pricing
so the reader can develop a
mental map of the competitive
landscape. Try to identify your
competitor’s strength. Why are
they a competitor?

If you are writing this plan for an existing business, then you would want to highlight how long your business
has been in the market and what market share you have. If you do not know your market share, highlight
your sales and any increasing sales trends. If your business has no clear competitive advantage, then you will
need to identify if there is enough room in the market to support another business that is similar to the

competition.

Tricks of the Trade: Never offer an unsupported, negative opinion of your competitor. Only state facts.

10



Typically this Section is 1-2 Pages

Marketing Strategy

The Marketing Strategy Section is used to identify and clarify your target market (i.e. the ideal customer for
your business) and then illustrate how you plan to market your business to get market share. This section
can be broken down into three sections. The first section is used to identify the ideal customer. The second
and third sections are used to identify your offline and online marketing strategies. Examples of offline
strategies are business signs, brochures, print media, business cards, word of mouth, business partnerships,

etc. Examples of some online strategies include a company website, Facebook, Google, Instagram, etc.

While everyone might see
value in your product or
service, the objective of
defining your target market
is to understand who would

Definitely be your customer.

Think of it this way; out of
100 possible customers,
which 5 would be at the
front of the line? This helps
you identify your CORE
customers. Your business
will want to focus on the
core customers first. Once
you build a customer base
and have more cash flow,
then you can expand your
marketing reach. But while
your marketing budget is
limited, you need to ensure
every dollar is being used
most effectively — this
means being very specific in
your marketing efforts.

Marketing Strategy

Target Market Defined:

A 2015 report on “Ideal Second Run Movie Theater Customers”
revealed that Pete’s Seats marketing should focus on two
customer segments:

1) Lower to middle income families (household greater than 2)
2)  Lower to middle income 18-40 year olds

Further analysis of the 2010 US Census data shows 114,957
households and a population with a median age of 40.2 years
within a 15 mile radius of Pete’s Seats. The Maine Office of
Tourism report found that the mean age of visitors in the Greater
Portland area was 47 with 25% responding that they were looking
for nighttime entertainment options.

Offline Strategy:
Pete’s Seats plans to have a large, lighted sign over the entrance to
the theater and another large, lighted sign by the roadside.

Pete’s Seats will seek to collaborate with local restaurants to offer
“Dinner and a Movie” tickets. At select times of the year, Pete’s
Seats will run radio ads with these promotions. Pete’s Seats will
reach out to popular entertainment venues to market the
availability of the theater to be rented for “Video Game Nights”.

Pete’s Seats will heavily advertise in the smaller, local papers.

Online Strategy:
Pete’s Seats will have a well-organized website in which visitors
can purchase tickets and reserve specific seats online.

Pete’s Seats will connect its website with Google Business account
and Facebook account to increase Search Engine results. Pete’s
Seats will run targeted Facebook and Google Ads based on its
defined target market.

Page 8

It is important to clearly identify
your target customers to help
you further research this
demographic. Some businesses
find it beneficial to actually
visualize a hypothetical target
customer and imagine what
marketing that target customer
might be exposed toon a
normal day.

Common customer traits to
identify are age, gender,
location, income level,
education, and social status.

In today’s world (unless you are
an online only business), you
need to consider marketing on
two fronts, the offline
marketing and the online
marketing.

If you are writing this plan for an existing business, then you would want to describe how you are currently
marketing and if this is working. Do you plan to do anything differently?

If your customers are businesses versus individuals, then you can still identify who your ideal target market
is by looking at client factors like: industry type, location, size of firm, technology, integration, price

preferences, quality, etc.

Tricks of the Trade: You should establish some way to capture how customers hear about you. This can be as easy
as starting each ccustomer interaction asking, “How did you hear about us?” or some other way to get the
information. This information allows you to fully understand what marketing is working and what is not.
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Typically this Section is 1 Page

Risk Analysis & Response

The Risk Analysis section should explain the potential risks your business and your industry are subject to
and how you’d effectively overcome them. You should also discuss alternative revenue streams, damage
mitigation plans, and, finally, the collateral available for a worst case / liquidation scenario.

If you plan on maintaining
another source of household
income until a benchmark is
met, explain how that will
reduce pressure on the
business during the startup
phase.

Identify your break-even
point (the minimum sales
necessary to pay for
operations with a Net
Income of zero) and how
much loss you can sustain
while remaining above that
point.

Lastly, it is important to
discuss the collateral
available and how it
compares to the debt you're
asking for from the lender or
investor. As a worst-case
scenario, it’s still an
important part of their
consideration.

Risk Analysis & Response

The movie industry responds strongly to consumer behavior &
economic fluctuations and is reliant on a physical location.
Additionally, the Owner is a key employee for the first three years
of the business. These are significant risk factors to consider.

As a key employee, the Owner is responsible for on-site
operations. Cross-training will occur to mitigate any interruption of
service that may occur as a result of owner sickness or injury.
Furthermore, Pete’s Seats will have Key Man insurance in place to
assist with long-term absence of the owner.

Property insurance will used to address any fire, flooding, or other
property damage that would result in a disruption of service.
Revenue projections are based on conservative seating estimates,
not exceeding 50% capacity, which would be met even if one or
two of the theaters were closed for any reason. Moreover, Pete’s
Seats could absorb an additional 30% loss in revenue before
negative Net Income, giving ample opportunity to establish other
streams of revenue if projections are missed.

Pete’s Seats could easily install video game systems and offer
private theater rentals for limited parties, providing an
entertainment space at a cost comparable to other party locations.
Should consumer behavior to shift away from the theater
experience, Pete’s Seats could become an event or business center
with relatively low investment in telecommunications equipment.
After the fifth month of projections, Pete’s Seats anticipates
having a minimum of $10,000 in the bank account, which would
cover the cost of operations for four weeks. In the event of an
unanticipated internal or external catastrophe, this would give
Management time to respond and react.

In the event that there is no opportunity to return to operations,
the real estate, equipment, and inventory have a value of
$1,200,000, which would represent a debt to asset ratio of 1.5,
protecting secured lenders if an orderly liquidation is necessary.

The opening paragraph
should explain several things
that could catastrophically
impact the business, such as:

e Injury to the owner

e Damage to the
property

e Economic Downturn

Identify & discuss alternative
revenue streams, mitigation
plans, and other efforts that
could be made to overcome
a decline in revenue or
potential concern.

Tricks of the Trade: If your business DOES begin to struggle, don’t hesitate to ask for help. It takes a while to turn a
ship, and the more time you have to do so, the more options will be available to you. Work with an Advisor to
develop a turnaround plan and communicate with your lender(s).
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Typically this Section is 1 Page

Management

The Management Section should highlight your ability to do two things: 1) that you can do this type of
business and 2) that you can manage and run a business in general. This section should include any owners

of the business.

The Management Section
should identify who will be
managing the business and
what their roles and
responsibilities will be in the
business.

Often referred to as the BAIL
team; these are the most
common professionals that
a business will need help
from:

B —anking

A — ccounting
I — nsurance
L—egal

Including a list of these
professionals lets the reader
know that you understand
that you might need the
help of experts for some
aspects of your business.
This helps to demonstrate
that you are able to reach
out for help and support
when needed.

Management

Peter Movielover will be the sole owner and manager of Pete’s
Seats. Peter has been involved in the movie industry for over 19
years. In 1998, Peter was included in the planning process of
designing and building Dreams Cinemas in Orono Maine. This was
a similar sized 3 screen, second run movie theater. Further, Peter
was able to help as an employee when Dreams Cinemas opened in
1999, learning all the facets of running a theater. Peter worked as
an usher, in the concessions booth, helping manage the movie
runs, the logistics of staff scheduling, and marketing. Peter also
learned the roles and schedules of suppliers and vendors in the
business, how to operate the movie equipment, and key resources
for movie licensing. This experience will translate into the roles he
will need to perform for the business.

For the past two years, Peter has attended the University of Maine
in Orono full-time to earn his Masters in Business Administration.
This has allowed him to better understand the financial, tax, and
legal implications of running a business.

Peter’s mentor, Rick Second, is the owner and manager of Dreams
Cinemas in Orono, Maine. As a longtime friend, Rick has
committed to providing Peter with advice and help on logistics of
opening and running a second run theater. Rick has run Dreams
Cinemas successfully for 21 years.

Peter Movielover will obtain the services of the following
professionals:

Banker — Elizabeth Benjamin, Imaginary Savings Bank
Accountant/Bookkeeper — Alexandra Numbers, Alex’s Books
Insurance Agent — Nick Covered, Movie’sRUS Insurance’ Company
Legal — To be determined before closing

Peter has also met with advisers from:
- The Maine Small Business Development Center

- SCORE, Portland Chapter Page 9

The opening paragraph should
convey any experience you
have in the industry. If you have
no experience in the industry,
then you will highlight what
aspects of your background
would make you successful at
running this type of business.

Remember to include any
pertinent education you might
have.

Enlisting the help of mentors in
your industry or obtaining
services from business advisers
like the Maine Small Business
Development Center or SCORE
(both free) will help bring
credibility to your business plan

If you are writing this plan for your existing business, then you would want to highlight the length of time
you have successfully run your business. Stress the job functions that you have been doing and highlight any
particular successes that you could attribute to your work. For example, has your business seen sales
growth? Have you penetrated a new market? Have you developed and introduced a new product or service?

Tricks of the Trade: Do not simply reiterate what is in your resume (your resume should be included in the
appendix). Instead, this section should be used to highlight and go into more detail regarding the portions of your
resume you feel are pertinent to the successful operations of this business venture.
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Typically this Section is 1 Page

Financials: Source & Use of Funds

The Source & Use of Funds Section is a quick one-page document that helps identify where the source of
your funding is from and how or what you plan to use the funds for. The use portion of this section can also
be thought of as “What Start-up Funds are Needed”. All businesses should assess if they will need any
Working Capital. Working Capital is the money needed to pay for day-to-day operations until your business
earns enough revenue to pay its own bills. This is often determined in the Cash Flow Statement section.

The bank will look at the Use

The amount of money you plan
portion and try to determine yyoup

to personally invest into the

Financial: Source and Use of Funds

“" ”
how much “Collateral” you Pete's Seats deal is called “Capital”. The
have in the proposal. Source and Use Statement more capital you can put into
Collateral is any asset that Source: the deal, the more serious the
the bank will take if you Amount Wi bank will take your proposal.
’ Owner (Cash) $ 130,600 20% H H
can’t repay the loan. Bk lLomn) : w0 Typlcally', the b‘ank likes tF> see
) _ Total Sources: § 653,000 20% capital. It is very unlikely
The bank will often discount that a bank will finance 100% of
the value of the Collateral Use: your proposal.
from its Orlgmal prlce' 1 Purchase Land & Building $ 300,000 46%
2 Renovate Building/Improvements $ 200,000 31%
Loan terms are often tied to 3 Equipment and Furniture $ 120,000 18%
. 4 Working Capital $ 33,000 5%
the Collateral’s value and life Total Uses: $ 653,000 You must ensure that the
expectancy, for example: amf)unt of money you are
Notes asking for (Source) matches
Short term |Oans (usua“y 1 Land value of $90,000 and Building Vialue of $210,000 per Town Assessment (appraisal needed) exactly Wlth the amount Of
. 2 Based on Confractor Estimates, which can be found in the Appendix
|ESS than a year) - typlca”V 3 Based on Vendor Estimates, which can be found in the Appendix money you are p|anning to Use.
fOf' Working ca pltal 4 Working Capital amount is based on need shown in first year cash flow projections
Intermediate term loans
(usually 1-10 years) — Always strive to explain how
typically for light equipment you came up with your
(vehicles, etc), buying a numbers. You want the reader
business, inventory, etc. to understand enough to stay

on the current page and not
have to flip to other sections of
the business plan to find an
Pagel0 | answer.

Long term loans (usually 10+
years) — typically for real
estate, commercial boats,
and heavy equipment

If you submit a financial proposal to a bank and they inform you that they will not lend you the entire
amount that you need, you could try to find a GAP lender. A GAP lender is a lender who can fill the “gap”
that might exist between the amount of money you are planning to put in personally for your capital
contribution and the amount of money the bank is willing to put in. Common Gap lenders in Maine are the
Finance Authority of Maine (FAME), Coastal Enterprises Inc. (CEl), economic development organizations,
Councils of Government, and larger cities and towns.

Tricks of the Trade: If you have already put a significant amount of money into your business in the past year, make
sure you reflect this money and what it was used for in the Source and Use. Often businesses simply put the loan
amount that they are currently looking for and ignore their past contributions.
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Typically this Section is 2-3 Pages

Financials: Income Statement

The Income Statement (often referred to as a Profit and Loss Statement) is a financial statement that shows
the Income (Revenues) and Expenses of your business over a period of time (usually a year). The bank will
want to see the first year Income Statement broken down by month and then two more additional years

shown with annual amounts (these are often called “projections”). To accurately create this statement, you
first must understand which of two methods you use to record the income and expenses of the business:

e Cash Method (Most Common) — transactions (sales & costs) are recognized only when cash is exchanged.
e Accrual Method — transactions are recognized when incurred, whether or not cash has been exchanged.

Using one of the above methods, begin with business sales numbers. For businesses with products, sales will
often include the term “Costs of Goods Sold” (COGS). This term represents the costs of materials or
The revenue portion is then followed by Operating Expenses.

ingredients needed to create the product.

Financial: Income Statement
Pete's Seats

Projected First Year Income Statement Startup Opening Stabilized
Month1 Month2/ Month3  Month4  Month s Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Total
1 Ticket Sales
Average Charge per Ticket
# Of Tickets Sold 3,200 3,500 4,000 4,500 4,750 5,200 5,600 5,600 5,600 5,600 50,550
Prafit $ 16,000 517,500 § 20,000 $§ 22500 S 23,750 S 26,000 S§ 28000 S 28,000 5 28,000 5 28,000 S 252,750
1 Concessions
Average Sale Per Customer
# Of Customers 400 437 500 562 593 650 700 700 700 700 6,317
Gross Sales . S 5, $ 5600 S 6118 5§ 7000 § 7,868 S 8302 5§ 9,100 $ 9,800 § 9,800 § 5,800 5 5,800 s 88,438
2 Cost of Good SDld—FDDd,"MaTErIal‘ 16% |S - 5 (788) § (B40) S (918} S (L,050) S (1,180) S (1,245) § (1,365) S (1,470) § (1,470) $ (1,470} 5 (1,470) B (13,266)
Profit S S 4463 S 4780 S 5200 S 5950 S 6,688 S 7,057 S 7,735 S 8,330 S 8,330 $ 8,330 5 8,330 S 75,172
summary
Total Gross Sales S - 520,250 521,600 §23,618 § 27,000 5 30,368 S 32,052 S 35100 S 37,800 S§ 37,800 S 37,800 S5 37,800 S 341,188
Total COGS s - S5 (788) S (840) S (918) S (1L,050) $ (1,180} S  (1,245) § (1,365) S (L470}) §  (1,470) §  (L470) S (1,470) S (13,266)
Total Gross Profit - $19,463 520,760 $22,700 $ 25950 % 29,188 S 30,807 $ 33,735 S 36330 5 36330 $ 36330 $ 36330 5 327,922
Operating Expenses
Wages (Your Employees) $ 2,040 $ 880 $ 880 $ 8810 $ 8840 $ 880 S 8840 S5 8840 S 8840 $ 8840 $ 8840 $ 8840 § 98,280
payroll taxes and fees $ 336 $ 1,35 $ 135 $ 1,356 § 1356 $ 1,356 S 1,356 5 1,356 S 1,356 $ 1,356 $ 1,356 $ 1,356 § 15,252
3 Maovie Distributor Fees S - $ 5250 S 5600 S 6125 S 7,000 $ 7,875 S 8313 § 9,100 S 9,800 S 9,800 $ 9,800 5 5,800 S 88,463
Advertising/Marketing/Website $ 5000 $ 250 $ 250 § 250 § 250 $§ 250 $ W0 § 100 S 00 § 00 $ 100 $ 250 7§ 7,000
Prop & Liab Insurance $ 4500 $ 260 $ 260 § 260 § 260 $ 260 $ 260 § 260 S 260 § 260 $ 260 $ 260 § 7,360
utilities S 575 S 800 S 800 S 800 S 800 5 800 S 800 S 800 S 800 S 800 S 800 S 800 S 3,375
Property Taxes S 4150 5 - S - s - S - S 4,150 S - S - S - S - S - S - "5 8,300
Office Expense S 2200 $ 200 % 2006 2005 200§ 200 $ 200 6§ 200 S 200 § 200 $ 200 $ 200§ 2,400
Software S 2,500 S 900 S 900 S 900 S 300 5 900 S 900 S 900 S 900 S 900 $ 00 S 00 "$ 12,400
Supplies $ 1,500 § 600 5 600 $ 600 § 600 S 600 $ 600 § 600 S 600 600 $ 500 $ 600 § 8,100
Interest from Loan § 2,503 § 2494 § 2,486 § 2,477 § 2468 § 2,459 § 2450 § 2,441 § 2,432 § 2,423 § 2413 § 27,044
5 Depreciation § 1,474 § 1,474 § 1,474 § 1,474 § 1474 § 1,474 § 1,474 § 1,474 § 1,474 § 1,474 § 1474 & 16,218
& Credit card fees § - 5 547 § 583 § 638 § 729 § 820 S 865 § 948 § 1,021 § 1,021 § 1,021 § 1021 "$ 9,212
Other (Misc) & 150 § 150 § 150 § 150 § 150 § 150 S 150 § 150 S 150 § 150 § 150 § 150 & 1,800
Total Expenses § 20,951 523,130 § 23,508 S$24,079 S 25036 5 30,143 5 26,317 S5 27,178 5 27,942 S 27,933 § 27,923 § 28,064 S 312,204
7 Pre-tax, Net Profit from Operations $(20,051) $ (3,668) $ (2,748) § (1,378) § 914 § (955) $ 4,490 § 6557 & 8388 § 8397 § 8407 $ 8266 15,719
Assumptions
1 Sales of Tickets are based on 12.5% theater capacity (900 seats) with Concessions based on 1 out of 8 sales, see appendix. Revenue for whole theater rentals was not substantial and excluded
2 Cost of goods is estimated at 15% based on Pricing from Supplier in Boston, see appendix
3 Movie Distributor Fees are 5250 or 35% of sales, whichever is higher
4 Interest Based on a Bank loan of $522,400 at 5.75% Interest Rate over 15 Years
5 Depreciation is being estimated, see depreciation schedule in appendix for details
6 Credit Card Fees based on 3%  fee with an assumption that 90%  of customers will pay via credit card
7 Working Capital needs are based on negative cash flow projections in the first few months of operation, see first year cash flow
Page 11

The net profit is calculated each month. It is common for the first months of a business to show a negative
number (i.e. the expenses of the business to operate were larger than the revenues the business generated).

Tricks of the Trade: Take good notes on what your assumptions were when you came up with your profit and loss
numbers. The Reader will ask you to explain them and you should have a reasonable answer.
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Typically this Section is 2-3 Pages

Financials: Cash Flow Statement

The Cash Flow Statement Section shows how cash actually flows in and out of your business. This statement
compliments the Income Statement and it can be written in many ways. The Cash Flow Statement example
used below first starts with cash flows INTO the business (shown below as Receipts) and then lists cash flows
OUT of the business (shown below as Disbursements). You will want to include numbers from your Source
and Use Statement in the cash flow. The Source portion will be shown in the Receipts (cash in) portion while
the Use portion will be shown in the Disbursements (cash out) section. Similar to the Income Statement, the
bank will want you to project the first year (broken down by months) and two more subsequent years for
three years total.

Financial: Cash Flow Statement
Pete's Seats

Projected First Year Cash Flow Statement Startup Opening Stabilized
Monthl Month2 Month3 Month4 Months Month 6 Month 7 Maonth & Month g Month 10 Month 11 Month 12 Total
Cash Receipts
Ticket Sales Revenue S - $15,000 S 16,000 $17,500 $ 20,000 $ 22,500 $ 23,750 $ 26,000 § 28000 S 28000 S 28,000 S5 28000 3 252,750
Concesssions Revenue (Net) s - S 4463 5 4,760 S 5,200 § 5950 S 6,688 5 7,057 $ 7,735 § 8330 S 8,330 $ 8,330 $ 8330 § 75,172
Loan Proceeds $522,400 $ 522,400
Owner Cash 5 130,600 $ 130,600
Total Cash Receipts $653,000 S18,463 § 20,760 $22,700 S 25950 S 23,188 § 30,807 5 33,735 § 36330 $ 36330 S 36330 $ 36330 S 580,922
Cash Disbursements
Purchase of Building $ 300,000 $ 300,000
Renovation of Building $ 200,000 5 200,000
Equipment and Furniture $120,000 $ 120,000
Working Capital $ 33,000 5 33.000
Wages [Your Employees) $ 2,040 S B840 S5 8840 5 8840 5 8840 5 8,840 $ 8,840 5 8,840 5 8840 5 8840 5 8840 5 8840 5 539,280
Payroll taxas and fees $ 33 S 1,35 S 1,35 5 1356 5 1,356 5 1,356 5 1,356 5 1,336 5 1,35 5 1,356 5 1,35 5 1,35 5 15,252
Movie Distributor Fees $ - § 5250 & 5600 S 6,125 S 7,000 3 7,875 $ 2,313 § 9,100 § 5,800 $ 9,80 $ 980 5 9,80 § 88,463
Advertising/Marketing/Website $ 5000 § 250 § 250 5 250 S5 250 5 250 5 100 3 100 5 100 3 100 § 100 5 250 'S5 7,000
Prop & Liab Insurance $ 4500 S 260 5 260 5 260 S 260 5 260 S 260 5 260 5 260 5 260 S 260 S 260 5 7,360
Utilities $ 575 § 800 $& 800 5 800 5 200 S 800 $ 200 S 800 § 200 S 200 S 800 $ 800 § 5,375
Property Taxes $ 4150 § - 5§ - 5 - % -8 4,150 5 - 8 - 8 -8 -5 -8 - TS 8,300
Office Expense § 200 § 200 & 200 5 200 5 200 3 200 § 200 3 200 § 200 3 200 § 200 § 200 § 2,400
Software $ 2,500 § 900 5 900 S 900 $ 900 5 900 $ 900 S 900 $ 900 5 900 $ 900 $ 00 S 12,400
supplies $ 1,500 § 600 § 600 5 600 5 600 S 600 $ 600 3 600 5 600 3 600 S 600 $ 600 5 8,100
Loan Payments (Principal & Interest) $ 4,338 § 4338 S 4338 § 4338 § 4,338 § 4,338 5§ 4,338 § 4,338 5 4338 5§ 4338 § 4338 § 47,719
Credit card fees - 5 547 5 583 S 638 § 729 $ 820 $ 865 S 948 § 1,021 $ 1,021 § 1,021 $§ 1,021 'S 9,212
Other (Misc) $ 150 § 150 & 150 5 150 5§ 150 % 150 % 150 % 150 % 150 % 150 & 150 % 150 5§ 1,800
Total Cash Disbursements $673,951 523,491 § 23,877 524457 § 25423 5 30,539 § 26,722 § 27,582 § 28365 $ 28,365 S 28,365 S 28515 S 969,660
Net Cash Flow $(20,951) S (4,028) § (3,117) 5 (L756) & 527 5  (1,351) & 4,085 5 6,143 5 7,965 5 7,965 5 7985 5 7,815 5 11,262
Cumulative Cash Flow fram Operations $ (20,951) §(24,979) §$(28,097) $(29,853) $(29.326) $ (30,677) § (26593) § (20449) § (12484) 5 (4519) § 3447 5 11262
Cash On Hand (Working Capital)
Opening Balance $ 33,000 $12,049 § 8021 5 4903 5 3,147 5 3,674 5 2,323 $ 6407 5 12551 5 20,516 5 28481 5 36447
plus Cash Receipts $653,000 S$19,463 520,760 522,700 S 25950 S 29,188 $ 30,807 5 33,735 § 36330 5 36330 5 36330 5 36330
less Cash Disbursements §673,951-523,491 5 23,877 524457 § 25423 § 30,539 5 26,722 § 27,592 § 28365 5 28365 5 28,365 5 28515
Ending Cash Balance $ 12,049 § 8,021 54903 S 3,147 S 3,674 S 2,323 5 6,407 $ 12,551 § 20,516 $ 28,481 S 35447 S 44,262
Mote
Working Capital At Loan Close = $33.000
Page 12

At the bottom of the Cash Flow Statement is a portion that shows the cash “Opening Balance” and “Ending
Cash Balance”. These categories reflect both the beginning and ending balance, respectively, for the month
in your bank account. A negative Ending Cash Balance means that you did not have enough money in your
bank account to pay all the expected expenses of your business for that month. You should NEVER submit a
business plan that shows a negative Ending Cash Balance. It is important that you understand how much
Working Capital you will need to ensure you can pay all the expected bills.

Tricks of the Trade: To determine if and how much Working Capital you need, look at the “Ending Cash Balance”. If
there are any months in which the Ending Cash Balance is negative, your business will need Working Capital.
Identify the most negative month for Ending Cash Balance, this amount is how much Working Capital you need.
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Typically this Section is 2-3 Pages

Financials: Balance Sheet

The Balance Sheet Section reflects a snapshot in time for your business. It lists the assets and liabilities of
your business on a particular day. The bank usually asks for a balance sheet that reflects the business
position on the day the loan would close and the last day of each tax year for three years. The balance sheet
always breaks down into the calculation: Assets = Liabilities and Equity. Assets in a balance sheet are what
the business owns while liabilities are how much the company owes. Equity can be determined by
subtracting your business Assets from your Liabilities. Equity is also known as your business’s “net worth”.

Assets and Liabilities on the
Balance Sheet are broken
down into Current and Long
Term. Current means
anything that will be used
within a year while Long
Term signifies any asset or
liablity with a useful life or
term of over 1 year.

Depreciation on a Balance
Sheet is the reflection that
the value (or useful life) of
an asset will decline over
time. Land is never
depreciated.

Equity represents any value
from the business
operations (revenue or loss)
and any investment into or
drawn out of the company.

Financial: Balance Sheet

Pete's Seats

First Year Balance Sheet

Assets
Current Assets
Cash (Working Capital)
Qther Current Assets & Prepaids
Total Current Assets

Long Term Assets
Land
Building & Impravements
Equipment and Furniture
less accumulated Depreciation
Total Long Term Assets

Total Assets

Liabilities
Current Liahilities
Current Portion of Long Term Deht
Total Current Liabilities

Long Term Liahilities
Long Term Debt
Total Long Term Liabilities

Equity
Owners Draw
Members Capital
Pre-Tax Profit (Retained Eamings)
Total Equity

Total Liabilities & Equity

On the Day of Closing

33,000

33,000

50,000
410,000
120,000

620,000

Common
Sized

5%

95%

653,000

22,608
22,608

435,792
439,792

130,600

130,600

100%

3%

T

20%

653,000

100%

Page 13

Clearly mark the time period
that this statement covers.

Sometimes it is useful to put
numbers into “common size”,
which means that you reflect
the number as a percentage.
This allows you to easily see
and compare the breakdown of
numbers.

Remember the equation above:
Assets = Liabilities and Equity.
These two numbers must
always balance...always.

If you are writing this plan for an existing business, then you would want to include up to three years of past
historical balance sheets for the bank. New businesses tend to have high liabilities because they are taking
on debt to start, while existing businesses tend to have more of a balance. This is because an existing
business has had time to pay off debt, accumulate assets, or generate revenue from the business operations.

Tricks of the Trade: It is possible to have negative equity at the start of your business. This is especially true if you
are leasing and so have no assets (like purchasing a building) to offset your loan. This is not necessarily a bad thing.
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Typically this Section is 1 Page

Financials: Break-Even and Ratios

The Break-Even and Ratios Section allows the business owner to truly understand how many products need
to be sold or how much services need to be charged in order to cover the costs of running the business.
Break-Even is simply the point in time when the business has generated enough revenue to cover total
annual costs. This section also allows for a comparison between your business and the Industry Average. The
Industry Average is a term used to describe the average financial numbers taken from actual, similar
businesses in your industry.

To calculate the Break-Even
point, start with your total
annual costs. You will also
need to understand how you
generate revenue. If you
have multiple sources of
revenue then you will want
to understand how much
revenue you generate from
each source.

Then you take how much
revenue you generate per
product or service and
divide that into the total
annual costs.

Any revenues after this
point are profit.

Financial: Break-Even and Ratios

Break-Even Analysis:

Pete’s Seats is estimating to generate $327,922 in gross profit
(after subtracting 15% Concession Sales COGS) for the first year. Of
this gross profit, 77% is generated from movie ticket sales while
23% is generated from concessions sales.

Total operating expenses for the first year equals $312,204. If we
break this down into 77% and 23% to reflect the percentages for
movie ticket sales versus concessions sales, we get $240,397 and
$71,807 respectively.

At $5/movie ticket, the break-even movie ticket sales point of
$240,397 would be reached after selling 48,080 tickets. At
$11.90/concession sales per customer (accounting for 15% COGS),
the break-even concession sales point of $71,807 would be
reached after 6,035 sales.

Break-even is reached in Month 11.
Ratios:
Using a ProfitCents Report (see Appendix) obtained from the

Maine Small Business Development Center below are
Pete’s Seats Ratios versus the Industry Average Ratios:

Pete’s Seats Industry Average
Current Ratio: 1.46 1.10
Debt Service Coverage Ratios 1.24 3.62
Net Profit Margin 4.6% 4.04%

Industry Average is compiled using 2017 data for businesses in the
US-Northeast with NAICS code 512131.
Page 14

Ratios that you should include
in the report:

Current Ratio: calculated by
taking the Current Assets
divided by the Current
Liabilities. This is calculated
from the Balance Sheet.

Debt Service Coverage Ratio:
calculated by taking the total
net profit (including adding
back total loan payments) and
dividing this by the total loan
payments. This is calculated
from the Cash Flow Statement.

Net Profit Margin: calculated
by taking the total net profit
and dividing this by the total
revenue. This is calculated from
the Income Statement.

The Maine Small Business
Development Center can pull an
Industry Average report called
ProfitCents. This report can be
tailored to your industry and
geographic region.

The above are only the bare minimum ratios you would want to have calculated in your business plan. These
three ratios are looked at closely by the banks. Many banks will have policies that they will not be able to
accept a business plan in which one of these ratios is too low. A common requirement is for the Debt Service
Coverage Ratio to be at or above 1.25. Other common ratios: Inventory Turnover, Accounts Receivable
Turnover, Working Capital, Debt to Worth Ratio, etc. Depending on your industry, different ratios are more
important.

Tricks of the Trade: The Bank will pull the Industry Average and compare your numbers. The Industry Average is just
a tool to help the bank understand what to expect and see if your numbers are in line with those expectations. If
your numbers are outside the Industry Average, make sure to explain this in detail in the business plan.
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Appendix

Typically this Section is 1 Page

The Appendix Section of the plan is where you would want to put all the additional details that help support
your business plan. You should strive to keep the main portion of the business plan around 15 pages and be
very clear and to the point. The Appendix Section can be much longer and gets into more specific details that

are not needed in the main portion. For example, the main portion of the plan should list the total cost of
the equipment to be purchased while the Appendix should contain a detailed list of what that equipment is.

The Appendix Section should
almost always contain (at a
minimum) a resume, a
personal financial
statement, 3 years of
personal tax returns, and up
to 3 years of business tax
returns (if this is an existing
business).

Part of the purpose of the
Appendix Section is to
provide proof to the
numbers in your projections.
Any information that can
verify costs, such as lease or
purchase costs reflected in
lease or sales agreements,
quotes for supplies or
equipment from vendors, or
quotes from contractors
concerning construction or
renovations, should be
included.

Appendix

List of Materials Included:

A)
B)
Q
D)
E)
F)
G)
H)
)

J)

Resume of Owner

Personal Financial Statement

Last 3 Years Personal Tax Returns

Proposed LLC Filing and Operating Agreement
Copy of Purchase and Sales Agreement

Quotes from Contractors (Buildout)

Floor Plan Layout

Quotes from Vendors and Suppliers (Operations)
Proposed Menu and Pricing for Concessions

List of Reference Sources Used in Business Plan

Page 15

You will want to include any

formation of your business

registered with their town
- Partnerships should
include partnership
agreements
- LLCs should include
operating agreements
- Corporations should

As you do research for your
business plan, make sure you

book, write down the address

or title and author. Doing this

verify the information by

you need to update your

have some great leads on
where to look.

If you are writing this plan for an existing business, then you would want to include up to 3 years of past
business tax returns. In addition, you should strive to include a 3-year historical, annual summary of past
sales and expenses in the financial section. This helps provide proof of expected future expenses for an

existing business.

Examples of other items that could be included in the Appendix are: copies of any contracts, letters of
intent, patent information, marketing data not shown in marketing section, license information, etc.

Tricks of the Trade: If you strive to include many of the materials that you know the bank will want (resume, tax
returns, personal financial statements, etc.) then you will greatly reduce the time you need to wait for a decision.
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legal documents concerning the

- Asole proprietor should be

include Articles and Bylaws

note where you are finding the

information. If it is a website or

has two benefits, 1) anyone can

following your sources and 2) if

business plan later, you already
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