Using the FastTrac® TechVenture™
6-Year Financial Template
Financial Template Overview

Two financial templates are provided to save hours of time in projecting financial statements for your business plan, and to provide tools for analysis of the financial dynamics of your business. They are a 3-year template and a 6-year template. This document provides specific instructions for using the 6-year template.

Before you begin using either template, look at both of them. The templates differ in some very basic ways, the most obvious being the length of time they project. Other important differences exist, and you need to be sure you are using the more appropriate template for your enterprise. The chart below shows how the templates compare to each other.

	 
	3-Year Template
	6-Year Template

	Sales Projection Method
	Uses the top-down sales projection method, which calculates revenue by capturing a specific percentage of a market on a periodic basis.
	Uses the bottom-up sales projection method, which calculates revenues by forecasting the sale of one or more units of product at a time based on the amount of internal resources on hand that may be needed to generate product sales.

	Uses
	Recommended for internal projections and when seeking debt financing.
	Recommended if you are seeking financing from professional investors and venture capitalists.

	Data Entry
	Requires more data entry—projecting month by month, for three years, which allows for careful cash flow analysis and it allows you to stagger income and expenses to the months where you believe they will actually happen.

 
	Requires less data entry as most projections are done on a percentage basis.  Expenses and Revenues are averaged across all four quarters, which means it will not accommodate a scenario where there are no expenses for some months in the year or if you desire to start showing revenues after the first quarter of a given year.

 

	Reporting
	Produces basic proforma financial statements by month and yearly for three years.
	Produces more reports, allowing you to analyze your business in varying ways.


 

The 3-Year Financial Template is self-contained—the instructions are embedded in the worksheets. It requires more data entry. You must enter each number, month by month, for three years. While this can be more time-consuming, it also allows for careful cash flow analysis and it allows you to stagger income and expenses to the months where you believe they will actually happen.

The 6-Year Financial Template requires less data entry and produces more reports, allowing you to analyze your business in varying ways. Most projections are done on a percentage basis (based on headcount or another variable). Expenses and Revenues are averaged across all four quarters (rather than specific monthly entries). Many businesses will have ongoing expenses for at least a year before realizing revenues, and this spreadsheet will accommodate that. However, it will not accommodate a scenario where there are no expenses for some months in the year or if you desire to start showing revenues after the first quarter of a given year.

Existing businesses that want to use this spreadsheet might find it advantageous (for the above detailed reasons) to enter their existing Balance Sheet data as of the most current year-end. Projections can then begin in the first quarter (based on actual performance for however many quarters have already passed). The other option, if it is already well into a calendar year, is to enter a projected year-end balance sheet and begin the projections for the following year.

When you initially access the file, Excel will prompt you to “Enable Macros.” You must enable macros to use the print options within the workbook. Also, check to make sure you have the Excel security level necessary to support the receipt of macros.

The template consists of worksheets (where you enter data) and projected financial statements, as well as financial ratio analysis. You should include the financial statement and ratio analysis worksheets in the Financial Plan section and appendix of your Business Plan.

The financial estimates are mainly provided to give you an understanding of the dynamics of your business. You, as well as your shareholders, will want to have a “best judgment” view of the future financial operations of your company. When your company starts operations, this information will become part of your planning information, as you deploy other more sophisticated financial tools to manage budgets and perform accounting procedures.

Preparation for Using the Template

You should have completed all the other sections of your business plan before you try to complete the worksheets. You will need to know fundamental facts about your business, many of which are derived from your understanding of the business. You will have to know:

· How you will be estimating revenue

•
Market penetration assumptions

•
Product prices

•
Sales volumes

· Your product costs at the bill of materials level

· Indirect manufacturing costs

· Cost of any services provided

· How many people you need to run the business and their compensation

· Expenses for intellectual property

· Capital requirements

· Estimates for all your operating expenses

•
Marketing

•
Sales

•
Development

•
Administration

· Assumptions for

•
Inventory

•
Accounts receivable

•
Line of credit

•
Long term loans

•
Office space

•
Equity investment

The financial template is not designed for columns or rows to be added or deleted. By doing this, you risk losing or corrupting the preset calculations. Confer with your program facilitator or business coach for advice if you think you have to add rows and columns. Throughout the workbook, only enter positive numbers (without commas), unless otherwise instructed.

Many features have been built into the template to make it easy to use. For example:

· Worksheets are presented in a logical sequence for projecting financial information.

· You should step through the worksheets in the order they are presented. You can always go back and make adjustments or change assumptions as you see how the plan works out.

· Tips/comments are included throughout the workbook to provide additional information on the template or the financial projection process. Placing your cursor on any cell that has a red triangle will access these tips/comments.

· Printing instructions, worksheets, and financial information is easy with the print buttons that are provided on each sheet. You must “Enable Macros” upon opening the workbook to use the print buttons.

The financial template consists of the following worksheets:

Data Collection Worksheets

· Beginning Balance Sheet – To be used for businesses that already exist and have a properly calculated balance sheet. Transfer the figures from the latest balance sheet to the appropriate cells in this worksheet. Observe the “balance check” to ensure that the Beginning Balance Sheet is in balance.

· TAM – Used to estimate your share of Total Available Market and average prices. These assumptions will be used to calculate revenue.

· Base Assumptions – Provides calculations for cost of goods, along with other important financial assumptions that will be used throughout the workbook.

· Staffing Inputs – Asks you to enter the assumptions for staffing of your company, along with their compensation.

· Capital Budget – Reflects all the capital expenditures to support your business, and provides calculations for a line of credit and a loan. This is also where you will record equity investments.

· Intellectual Property – Provides the calculation for the capitalization and amortization of intellectual property and trademark expenses.

Reports (no data entry)

· Revenue and AR Report – Provides a summary of all revenue and the Accounts Receivable, based on previously provided base assumptions.

· Direct Costs – A report that summarizes all costs of goods sold and asks for certain inputs on inventory build up.

· Administration, Sales, and Marketing – A report that summarizes all expenses for administration, sales, and marketing.

· Research and Development – A report that summarizes all expenses for research and development.

· Manufacturing – A report that shows all the manufacturing indirect costs.

· Allocated Expense – A report that shows the allocation for all allocated expenses.

· Snapshot - Quarter – Gives an overview of financial results by quarter.

· Snapshot - Annual – Gives an overview at the financial results by year.

· Financial Statements – These are to be used in your business plan appendix, providing an annualized Income & Expense Statement, Cash Flow Statement, and Balance Sheet.

· Quick Summary – Another style of overview by year.

· Income & Retained Earnings – Detailed statements.

· Cash Flow – Detailed reports.

· Balance Sheets – Detailed statements.

· Ratio Analysis – Calculates several commonly used ratios.

Optional Tools

· Comparables – Chart to compare company with competitors.

· Valuation – Assists in assessing the value of your business.

Using the Template

This financial model is easy to use. Within each worksheet, the cells in light yellow are the only ones that need to have information entered by you. The purple cells contain formulas used to calculate your projections. Gray cells indicate where your beginning balance sheet was used in the calculation. All the reports are created automatically. Follow the simple steps below.

Opening the Template

When you first open the financial template, we recommend using the “save as” function to give the file another name. This will allow you to keep a fresh version of the template if you want to create another plan.

· Open the Financial Template and enable macros.

· From the File menu, select Save As....

· Save the document as MyFinancials.xls on your own disk or hard drive.

· Continue to save the document as you make changes to it.

· Store a backup copy in a safe place.
Sheet-By-Sheet Instructions

This workbook is made as easy to use as possible. Input cells are shaded yellow. No entries are required in any non-yellow cells. If you change other cells, you will disrupt the calculations that have been provided. Beginning Balance Sheet numbers are reflected in gray in the financial spreadsheets, just for your information; these numbers are entered in the yellow-shaded fields in the Beg-BS sheet. Comments and helpful hints are located throughout the template and are identified as an Excel comment (red triangle in the upper right corner of the cell).

Beginning Balance Sheet (BEG-BS)

This worksheet is only used when you are creating a financial model for an existing business. Is this a new business? If so, skip to the Base Assumptions worksheet.

You will be completing your financial model as if it is an incremental change to your current business. You will be entering information for the entire business, including whatever changes to products and services you are making.

The figures entered into the Balance Sheet will be used as a basis to project ongoing financial reports. To build reliable financial projections, start with numbers that you know to be reliable. The Balance Sheet must balance. In other words, the total assets must be equal to the total liabilities plus equity. If you need additional assistance with entering this information, your accountant or bookkeeper may be of help.

From the closing balance sheet of your current business, enter all the requested information. Your current balance sheet must balance, and there is a “balance check” calculation (cell K15) in the worksheet to ensure that this beginning balance sheet balances.

Remember—Existing businesses that want to use this spreadsheet might find it advantageous (for reasons detailed in the overview on page 1) to enter their existing Balance Sheet data as of the most current year-end. Projections can then begin in the first quarter (based on actual performance for however many quarters have already passed). The other option, if it is already well into a calendar year, is to enter a projected year-end balance sheet and begin the projections for the following year.

· Enter the name of your company in cell D1 (the name will carry throughout the workbook).

· Enter the historical balance sheet data in the appropriate cells.  Enter positive numbers only with two exceptions.  Accumulated Depreciation is  entered as a negative number and if you have a negative balance in Retained Earnings, you will enter that as a negative number as well. Common Stock will include any Additional Paid-in Capital.

· Go to the TAM worksheet.

TAM (Total Available Market)

The most important input is your revenue model. It simply asks you for the number of units sold, products and services, and the average selling price.

The workbook calculates revenues based on a product-and-service-centric business model; revenues are calculated by multiplying product unit sales estimates (from the TAM worksheet) by expected product prices. Up to five different products (with unique pricing and unique market estimates) can be entered in the model. Enter a product identifier in the cells labeled “Product 1,” “Product 2,” and so on; the identifiers will be carried throughout the model.

Product revenues (shown in Revenues-AR sheet) are calculated as follows:


Product Units per Quarter X Average Selling Price (ASP) per Quarter

Average Selling Price (ASP) can be entered on a product-by-product basis; the “Adjustment” is an expected annual percentage price increase or decrease based on expected market conditions (e.g., competitive price pressures or inflation).

Service Units – A service unit is simply a representation for a single implementation service offering (e.g., customization service, consulting service, or personal service). Maintenance service is calculated under different assumptions and should not be included as an implementation service. Service units are calculated similar to product units in the TAM worksheet. Enter the appropriate identifier in the cells labeled “Implementation Service 1,” “Implementation Service 2,” and so on; the identifiers will be carried throughout the model. Service revenues are calculated the same way as product revenues by multiplying expected service units by expected service Average Selling Price (ASP); resulting Service Revenues are shown in Revenues-AR.

· Enter the starting year for your projections in cell E5.

· Enter the name (or category) of each product starting in cell A6.

· Enter the Total Available Market for each product starting in cell E6 (the TAM should be stated in units—not dollars.  You can use a regional, national or international level of demand).

· Enter the appropriate yearly growth rate for each product starting in cell D6. (This growth rate applies to growth of total demand based on industry research.)

· Enter the percentage of the TAM you expect to capture for each year starting in cell E7.  (You can back into these percentages if you have a good idea of what you expect sales to be and information on total sales in your industry/product lines)

· Beginning on row 35, go through the same process for service units.

· Go to cell C66 and enter the Average Sales Price (ASP) for each product and service category.

· Beginning in cell D66, enter the Inflation Adjustment factor. (If you want to keep prices constant throughout the forecast, enter 100% for each product. Expected decreases are expressed as percentages below 100%; increases are expressed as percentages above 100%.)

· Go to the Base Assumptions worksheet.

Base Assumptions

The Base Assumptions worksheet allows you to set up many of the important financial assumptions that will automatically be used throughout the workbook.

With the revenue model completed (in the TAM worksheet), the next task is to calculate the direct costs of product manufacturing, maintenance costs and the costs of the implementation services that are being sold.

You will need to have a complete bill of materials (BOM) for your products, in addition to the personnel costs for manufacturing. You need to know the estimated cost of people to perform the implementation services. These people are counted in the staffing based on the assumptions that are provided. Your business will reflect the expense for these people, and you have the option to hire implementation services people, or to subcontract for them. You will also need to know the typical product maintenance costs for your product.

With revenue and costs estimated, you now have the basis for the gross profit for your business.

The remaining cells ask for basic assumptions for:

· Legal fees.

· Marketing expenses.

· Cash collections.

· Accounts payable.

· Equipment financing.

· Line of credit.

· Accounts receivable.

· Interest income.

· Allocated expenses.

· Tax rates.

Completing the Basic Assumptions worksheet provides the bulk of the information that is needed to provide a forecast of your business.

Royalty Fee
· Enter the appropriate royalty fee percentage for each product category beginning in cell C5. (This is an expense entry; if you owe a royalty fee such as to a university or another company, enter it here. If you do not owe any royalty fee, enter “0”.)

COGS – Per unit

· Enter an identifier for each “Material/component” category beginning in row 13, column B. Enter the unique cost for each sub-unit/component beginning in row 13 in the appropriate product column. (The sub-costs are summed to a total Direct Materials Cost.) These costs are multiplied by the number of expected units sold to determine the total direct materials costs per quarter. This is a critical input for gross margin calculations. For service businesses or businesses that don’t have direct costs, enter “0” into all of the cells; your financial statements will show a gross margin equal to your revenues (for this revenue model, net margin—revenues less staffing and other general and administrative costs—will be your critical margin metric). If manufacturing is outsourced, you can use these tables to enter the expected outsourced cost/unit.

Manufacturing Overhead Costs
· Enter the projected manufacturing overhead percentage in cell C26. (Overhead is calculated as a percentage of Total Manufacturing costs, which include manufacturing-related salaries and miscellaneous costs. Manufacturing Overhead Costs represent the additional estimated costs required to run or manage a manufacturing operation. The higher this number, the lower your gross margin; you can use this number to make sure you are in line with expected or comparable market gross margins. This can be used as an input to measure a range of potential cost estimates without having to change staffing and product costing information.)

Product Maintenance Costs

· Enter the product maintenance cost percentage in cell C29. You will most likely incur some maintenance and warranty costs to maintain your product. This percentage will usually be less than 10%; research comparables and ask local entrepreneurs and investors for an appropriate percentage. Add this percentage to the direct costs for your product. You can enter “0” if you are unsure about costs and then revisit this cost once you have a chance to research appropriate estimates.

Direct Labor Costs - Per unit

· Enter the number of hours (or fraction) required per sub-assembly task beginning in row 32 under the corresponding product.

· Enter the hourly rate for each sub-assembly task beginning in row 37 under the corresponding product. Direct Labor Costs are calculated by multiplying the expected hours required per sub-assembly task (Assembly, Assembly 2, Testing, and QA are included in the model; you can change these descriptors if there are better identifiers for each task) by the expected Hourly Rate per task. If you can’t or don’t calculate direct service costs, enter “0” in each cell of these tables. In this case, Gross margin will only include your Direct Materials Costs.

Implementation Services Costs

· In cell C45, enter the percentage of implementation services revenue that will be spent delivering the service. (This percentage usually ranges between 45% and 65%. You will need to do the research to determine what the services costs percentage should be for your type of business to yield a competitive gross margin for implementation services. The calculated services costs will be automatically reflected in your cost of goods sold, resulting in a gross margin for your business.)

· Then, in cell C46, enter the number of concurrent people that are needed to deliver the implementation service. (This number will be used to automatically calculate your staffing requirements for services people. You can check this estimate by going to the “Staffing Inputs” worksheet, row 57. If the number is too high or low, go back and adjust this input—in some instances, you may need to enter a fraction.)

Consulting Fees

· Enter quarterly estimates for outside consultants beginning in Cell C55.

Inventory Buildup

· Enter forecast inventory buildup quarterly figures beginning in Cell C59. (This is the amount over and above the amount needed to meet each month’s sales. Your production manager should be able to help you determine the appropriate inventory level. Row 60 will show the ending inventory amount for each quarter based on data entered to this point—check these amounts to keep your inventory amount at the desired levels.)

Legal Fees

· Incorporation fees (a one time expense) are entered in cell C64.

· License amounts are also a one time expenses entered in cell C65.

· Expected quarterly ongoing legal fees on a quarter-by-quarter basis are entered in the “Legal/Filings” cell C66.

Miscellaneous Expense/Employee

Typical miscellaneous expenses include: office supplies, network maintenance, software expense, dues and subscriptions, communications, training, travel and hotel, meals and entertainment and computer supplies. These are quarterly estimates per employee in the listed categories. These expenses are added to the overall Sales, Manufacturing, or Research expenses calculated in later worksheets. These expenses should reflect regional differences (e.g., expenses in the Bay area will be higher than those in the Southeast.)

· Enter quarterly miscellaneous expense per employee for Administration/Sales & Marketing in cell C69.

· Enter quarterly miscellaneous expense per employee for Manufacturing in cell C70.

· Enter quarterly miscellaneous expense per employee for Research and Development in cell C71.

Existing Employee Headcount

For existing companies only (not start-ups).

· Enter the number of current employees in cell C73.

Variable Promotion

You will incur promotional expenses for sales; start with 5% and check comparables. This percentage is multiplied by the total expense of sales to calculate a total variable promotion expense by quarter (which is a General and Administrative Expense).

· Enter the variable promotion expense percentage in cell C75.

Rep Commissions/Distribution

You may incur selling expenses above direct sales salaries, if you intend to pay salespeople a commission or expect distribution expenses. This percentage is multiplied by total sales expenses and totaled in the Admin-Sales-Mktg spreadsheet.

· Enter the average commissions/distribution expense percentage in Cell C76.

Accounts Payable (AP)

As a start-up, you should try and stretch out your payables as far as possible to best manage your cash. This percentage is multiplied against your quarterly variable expenses to calculate your Accounts Payable balance for that quarter. If unsure, you may start with 35% as your base AP percentage. Consult with industry experts and accounting professionals to determine what an appropriate AP policy is for your business.

· Enter the accounts payable percentage in cell C77.

Collections

Collections is an input that represents the number of days it takes to collect cash from a sale and is used for the accounts receivable calculations. Unlike accounts payable, you should try to collect your receivables as quickly as possible in order to best manage your cash position.  Typical collections numbers include 30, 45, and 60 days. Use 60 days as a conservative estimate. As a start-up, you will not have too much leverage with larger companies who buy your products and/or services.

· Enter the number of day to collect accounts receivables in cell C78.

Equipment Financing

These cells are used to calculate any long-term borrowing for equipment purchases. The amount borrowed is input on a quarter-by-quarter basis in the Capital Budget spreadsheet. Use the appropriate interest rate (10% is a good start) and term for the loan (5 years is a good estimate for equipment loans).

· Enter the average term for equipment financing in months (for 5 years, enter 60) in cell C81.

· Enter the interest rate for equipment loans in cell C82.

LOC Interest Rate

LOC (Line of Credit) is an amount that is available to businesses for short-term borrowing. Typically, a business’s LOC is based on a percentage of Accounts Receivable (“Percentage of AR Covered”). A business can only borrow up to the amount of “Percentage of AR Covered” multiplied by the Accounts Receivable balance (this amount is totaled in the Capital Purchases spreadsheet).

· Enter the term for LOC borrowing (usually short term, maybe 12 months) in cell C85.

· Enter the interest rate for LOC borrowing in cell C86.

Percentage of AR covered

· Enter the percentage of accounts receivable that can be borrowed on the LOC in cell C88. (If you have collateral other than receivables that can be used for LOC borrowing, this percentage may be over 100%.)

Interest Income Percentage

· Enter the percentage for any interest income in cell…C90…

Allocated Exp (per employee)

These expenses represent other miscellaneous expenses incurred by a business, including office rent, Property &Casualty Insurance (annual expense), Director and Officer Insurance (D&O Insurance – annual expense).

· Enter the annual price per square foot for office space in cell C93.

· Enter the initial amount of square feet for your office space in cell C94.

· Enter the amount of square feet per person that will be needed for growth cell C95. (Future office space requirements are automatically calculated in the Allocated Expenses report based on staffing estimates.)

· Enter the per square foot facilities maintenance expense estimate in cell C96.

· Enter a percentage of revenue estimate for miscellaneous expenses in cell C97.

· Enter the annual charge for P&C insurance in cell C98.

· Enter the annual charge for D&O insurance in cell C99.

· Enter the percentage for Product insurance in cell C100.

· Enter the estimated annual office equipment rental amount in cell C101.

· Enter the annual Board of Directors’ expense in cell C102.

Tax rates

These are income tax numbers. Tax loss carry forwards and carry backs are calculated automatically in the model, in the case of expected net losses. Consult with your accountant to get applicable federal and state rates.

· Enter the Federal tax rate in cell C105.

· Enter the State tax rate in cell C106.

· Go to the Staffing Inputs worksheet.

Staffing Inputs

This sheet is used to enter all staffing requirements for managing your business. Staffing is broken up into Administrative, Sales & Marketing; Research & Development; and Manufacturing. Consult with your accountant, local entrepreneurs, or human resources professionals to determine the expected salaries to build into your model. Obviously these numbers can change based on geography and additional forms of compensation (such as bonuses, profit sharing, or stock options).

· Enter the average percentage for employee benefits in cell C4. (Benefits typically run an additional 15-20% beyond salaries. This covers the expenses for medical plans, workman’s compensation, social security payments, other insurances, and the like. This percentage is added to each salary, quarter-by-quarter, to calculate the total personnel expenses by area.)

· Enter Staffing Titles in Column B – Administrative staff starts in row 7, Sales/Marketing staff starts in row 18, Research/Development staff starts in row 33, Manufacturing staff starts in row 47. (Titles will automatically be copied to other worksheets.)

· In column C enter position-specific (or the expected inflation rate) percentages for annual raises. (Enter “0” if you want salaries to stay flat over the forecast period.)

· Enter the starting salary for each position in column D. (For modeling purposes, use one base salary level for “common” positions like salespeople, marketing, service/support personnel, administrative staff, and the like, even though individuals in similar positions may be paid slightly differently. Remember, this is a forecast modeling tool; actual expenses should be tracked in a commercial accounting package.)

· Beginning in cell L7, enter the appropriate staffing level (number of people) per position per quarter, based on the number of personnel required over time to make your business successful. For example, you may hire a CEO in Quarter 2 of 2005; enter 1 in the appropriate cell. As you will have the CEO for the rest of the forecast period, make sure you continue with “1” throughout the forecast period for a CEO. There are replication formulas already built into the staffing lines for your convenience. But, over time these will be become disrupted. Always check to make sure you have correctly replicated your staffing numbers. For a more “general” position, like Applications Engineers, enter the number of people you expect to have in that position during the specific quarter. For example, if you plan to hire the first three Application Engineers in Quarter 2 of 2006, enter “0” until Quarter 2 of 2006 and make sure you enter at least 3 for the quarters following Quarter 2 of 2006 (unless you expect to reduce the number of them later).

· Go to the Capital Budget worksheet.

Capital Budget

This worksheet helps you estimate the expenses for all the capital equipment that you will need for your business over time. It is also where infusion of cash from lending and equity sources is recorded. You are asked for the prices of certain capital equipment that will be used by people in your business. You will need to know your depreciation assumptions.

There is room for one equipment financing loan and one line of credit, the assumptions for which were provided in Base Assumptions. You are asked for the amount of the loan over time. For equipment financing, you might simply want to take a percentage of the new capital purchases each quarter as the amount for loan proceeds.

· Enter the expected expense of each PC (computer) in cell C15.

· Enter the percentage of new employees expected to receive a computer under the ratio heading in cell D15. (The total is calculated by multiplying the amount of added staff for the quarter by the expected expense/computer by the percentage of new employees expected to receive a computer, typically 100%.)

· Enter the expected expense for each printer for new employees in cell C16.

· Enter the percentage of new employees expected to receive (or share) a printer in cell D16 (the ratio should be at least 3 employees/printer, 33%).

· Enter the amount you expect to spend quarterly to replace existing computer and printer equipment beginning in cell L17.

· Enter the expected network per employee expense in cell C18.

· Enter the percentage of employees to be networked in cell D19 (similar to PC’s, the ratio will probably be close to 100%).

· Enter the amounts to be spent on office/research equipment for each quarter starting in cell L23.

· Enter the research equipment maintenance costs for each quarter starting in cell L24.

· Enter the per employee cost for system software in cell C29.

· Enter the percentage of new employees needing system software in cell D29.

· Enter the quarterly amount you expect to spend updating existing software beginning in cell L30.

· Enter the budgeted amount for each quarter for production equipment starting in cell L35. (If the company outsources production, this line could be blank.)

· Enter the number of months for each category of depreciation as follows (use at least 60 months): Computer equipment in cell D43; Software in cell D45; Production Equipment in cell D50; and Research Equipment in cell D52.

· Enter equipment loan proceeds (new amounts borrowed) on a quarterly basis beginning in cell L61. (You can use a percentage of new equipment if you like. Repayments are calculated automatically using inputs from the Base Assumptions.)

· Enter the proceeds (new borrowing) from the Line of Credit on a quarterly basis beginning in cell L69. (Repayments are calculated automatically.)

· Enter the amount of Equity proceeds on a quarterly basis beginning in cell L75 for Common Stock and L76 for Preferred Stock. (Row 77 will show the cash balance based on the data to this point in order to help you determine how much equity funding will be needed.)

· Go to the Intellectual Property worksheet.

Intellectual Property (IP)

Your Company may have developed valuable IP and filed for company and product trademarks. The legal and filing fees for this work can be capitalized and then amortized over acceptable periods of time that are guided by accounting practices. The expense for the actual development of the IP cannot be capitalized.

In the appropriate cells, enter the total expense for the development of the IP; then in the cells below that, enter the non-legal and filing expenses. The difference, which is automatically calculated, is the legal and filing fees for the IP. In the appropriate cells, enter the legal and filing fees for trademarks. The amortization schedules are entered as the number of months for the amortization period. Consult your accountant for the appropriate amortization schedules for your IP and trademark filings.

· Enter the total quarterly expense for the development of the IP beginning in cell L6.

· Enter the non-legal and filing fees for the IP beginning in cell L7.

· Enter the Domain & Trademark expenses beginning in cell L12.

· Enter the amortization schedule in months for patents in cell D21.  (Use at least 60 months.)

· Enter the amortization schedule in months for domain & trademark in cell D22. (Use at least 60 months.)

Congratulations! You have completed the financial projection process. Now, print out the financial statements and reports you need for your business plan.

Reports (no data entry)

1. Revenues-AR – This spreadsheet is calculated automatically from inputs in the Base Assumptions and TAM spreadsheets. Total revenues and accounts receivable are calculated here and are carried into the financial statements.

2. Direct Costs – This spreadsheet calculates all of the direct product and implementation service costs based on assumptions entered in the Base Assumptions spreadsheet. Inventory is calculated as follows:

· Beginning Inventory is carried from the Beg-BS “Beginning Inventory” amount.

· Inventory Buildup (entered on the Base Assumptions worksheet and carried forward to this report). This is added inventory above and beyond next quarter’s expected sales.

· Purchases based on Expected Sales is the cost of next quarter’s expected sales (you will need to build your product before you sell it).

· Sales is the current period’s expected cost of goods sold.
· Ending Inventory – Calculates the remaining inventory for each quarter.

3. Admin-Sales-Mktg – This spreadsheet calculates the expenses expected to market and sell your product and uses staffing estimates and some assumptions entered in the Base Assumptions spreadsheet (such as legal fees or variable expenses) along with allocated expenses based on the number of Admin/Sales/Marketing staff as a percentage of the total staffing (for example, rent). These numbers are summarized and totaled in the Financial Statements.

4. Resrch-Dev – This spreadsheet calculates the expenses expected for research and development and uses staffing estimates and allocated expenses based on the number of research and development staff as a percentage of the total staffing (for example, rent). These numbers are summarized and totaled in the Financial Statements.

5. Manufacturing – This spreadsheet calculates the costs expected for manufacturing and uses staffing estimates and allocated expenses based on the number of manufacturing staff as a percentage of the total staffing (for example, rent). These numbers are summarized and totaled in the Financial Statements.

6. Allocated Expenses – This spreadsheet allocates general overhead expenses based on a prorated share of total staffing levels (for example, rent, insurance, or board expenses). These expenses are carried forward and summarized in the Financial Statements.

7. Snapshot Quarter and Snapshot Year – These spreadsheets provide a summary of critical metrics used to evaluate the business model. The values included in these spreadsheets are copied directly from details in other spreadsheets and provide a good overview of your business model. Investors typically use these metrics to measure the quality of the investment value of your business. These spreadsheets should be printed out and used to support investment presentations.

8. Financial Statements and Quick Summary – A summary of the Income Statement, Balance Sheet, and Cash Flow Statement are presented in these spreadsheets. They are meant to be used in business plans and investment presentations. The ratios included with the Financial Statements are good to compare to comparable companies (investors will want to see that you do this).

9. Income and Retained Earnings – This is a detailed Income Statement and Statement of Retained Earnings.

10. Cash Flow Statements – This is a detailed Cash Flow Statement. The model will automatically calculate your operational cash deficiency in the Net Cash Flow line. Speak to an experienced entrepreneur and investor about how to best raise money and manage your ownership structure.

11. Balance Sheet – This is a detailed Balance Sheet.

12. Ratio Analysis – Calculates some of the more commonly used ratios for use in your analysis and comparison to other companies.

Optional Tools

13. Comps – This is a reference sheet only. When putting your model together, you should research similar companies for revenue growth, gross margins, R&D, sales cost and expenses, and so on to compare to the ratios in your model. Investors will do this to test the validity of your model, even if it is unique. Also, check “Market Cap” numbers for similar public companies. This will give you and potential investors an idea of how valuable your company could become if it goes public. All investors want to know what their investment today could become in the future; the better prepared you are for investor discussions, the more likely you are to receive a better current valuation.

14. Valuation – This is also a reference sheet and should be used to help you figure out what your company is worth to an investor. There are many ways to value a company; this sheet gives you different ways to value your company:

· Multiple – Multiples are one way to value a company. Industries typical have their own multiples of sales, income, cash generated by operations, and so on. Standard and Poor’s is a good source for some of this data; local investors also track this information. The multiple you enter gives the potential value of your company in year six based on projected sales and projected income.

· Terminal Growth Rate – Discounting cash flows is the most often used valuation method. The terminal growth rate represents the company growth rate you can expect in perpetuity after year six. Terminal Growth rates should be no greater than 5%.

· Discount Factor – The discount factor is the rate you will discount future years’ cash flows. Since this is a start-up, the discount rate should be high, representing the high level of risk involved in the start-up and the volatility of the associated forecasts.

· Cash Flow Valuation – Operating cash flows from the Cash Flow Statement is used for this form of valuation. The “Sum” line calculates the company’s current and future value; future values use the previous year’s cash flows as the basis for discounting future cash flows. For example, the value at year 2 discounts cash flows in years 3 and beyond and assumes cash from years 1 and 2 are actual.
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