
   

“ Failing to plan 
is planning  
to fail.”   
 -Benjamin Franklin- 
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 � � - � � � �

� � � 	 
 � ) � � � 
 � � � � � $ � � � � � � 
 � � � �

 � � � � � � � � � � � � � � � � � � � � � � � � � � � . � � � � 	� � 	� 
 � � � � � � � � � / � � 	
 � � � � 	� � � � �
� � � � 	
� � ' � � � 
� � � � � � � � � � � � � � � 	
 � � � � � � � � � � � � � � � � � � � � � � � � � � � 
 � � � � � � �
� � � � � � � � � � � � � � � � � 	
 � � � � � � 	� � � 
� � � � � � � � � � � � � � � � � � �

= 5#( 	%#+&$'/ '( ) 	 - * . $	 / . +'( #++0	- * . 	+5* . 1%	#?41, '( <	

• � #) , 1'"'#+	F	 / . +'( #++	!* $3 <	 	4$* 4$'#"* $+5'40	4, $"( #$+5'40	
&* $4* $, "'* ( 6	 � 5#	1'&#( +#+	* $	4#$3 '"+	- * . 	7 '11	( ##%6	

• � . +'( #++	"- 4#<	$#", '10	3 , ( . !, &". $'( ) 	* $	+#$9'&#6	

• � . +'( #++	 � "$. &". $#<	 '+	 '"	 , 	 ( #7 	 '( %#4#( %#( "	 / . +'( #++0	, 	
4. $&5, +#	* !	 , ( 	#?'+"'( ) 	 / . +'( #++0	, ( 	#?4, ( +'* ( 0	 , 	 !$, ( &5'+#>	

• � $* !'", / '1'"- <	= 5- 	- * . $	 / . +'( #++	7 '11	 / #	4$* !'", / 1#6	= 5, "	 , $#	
"5#	) $* 7 "5	* 44* $". ( '"'#+>	 	

• � . +'( #++	 '( !* $3 , "'* ( <	= 5, "	 - * . 	5, 9#	1#, $( #%	, / * . "	 - * . $	
2'( %	* !	 / . +'( #++	!$* 3 	* . "+'%#	+* . $&#+	G"$, %#	+. 441'#$+0	
/ , ( 2#$+0	* "5#$	!$, ( &5'+#	* 7 ( #$+0	!$, ( &5'+* $0	4. / 1'&, "'* ( +H6	

� #+&$'/ #	"5#	 . ( '8. #	 , +4#&"+	, ( %	5* 7 	* $	7 5- 	"5#- 	7 '11	 , 44#, 1	"* 	
&* ( +. 3 #$+6	 
 3 45, +': #	 , ( - 	+4#&', 1	 / #( #!'"+	"5, "	 - * . 	 !##1	7 '11	
, 44#, 1	"* 	&. +"* 3 #$+	 , ( %	#?41, '( 	5* 7 	 , ( %	7 5- 	"5#+#	/ #( #!'"+	 , $#	
, 44#, 1'( ) 6	 	

� %#( "'!- 	3 '++'* ( 0	) * , 1+	, ( %	* / ;#&"'9#+6	 � * . $	 / . +'( #++	%#+&$'4"'* ( 	 	
+5* . 1%	&1, $'!- 	7 5- 	 - * . 	 , $#0	* $	7 5- 	- * . 	7 , ( "	 "* 	 / #0	 '( 	 / . +'( #++6	

� � � � � � � � � 	 � � . � � � �

• � #+&$'/ #	7 5, "	 - * . $	 / . +'( #++	%* #+	 '( 	 ) #( #$, 1	 "#$3 +6	

• � #+&$'/ #	7 5, "	%'!!#$#( "', "#+	- * . $	 / . +'( #++	 !$* 3 	* "5#$+6	

• � $'#!1- 	%#+&$'/ #	- * . $	 / . +'( #++	5'+"* $- 	 '!	 , 441'&, / 1#6	

• � $* 9'%#	, ( - 	* "5#$	 '( !* $3 , "'* ( 	 "5, "	7 '11	#?&'"#	"5#	$#, %#$	
, / * . "	 - * . $	 / . +'( #++6	

	

 
 
	

Hi nt � �
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� � � � � � � � 
 � � �

 � � � � 	( � � � 	� � � � 	� 
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 � � � � � � � � 	� 	( � �
� 	� � � � 	� 
 � �

%� 	� � � � 
�0� � � � 
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       Situation 
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) � � � � � � / � . � �0� �1 �2 � � �3 � � � � �

• � #11	"5#	$#, %#$	7 5, "	 - * . 	7 , ( "	G'6#6	, 	 / . +'( #++	1* , ( 	 !* $	 , 	
+4#&'! '&	 , 3 * . ( "	 	 "* 	4. $&5, +#	#8. '43 #( "6H	

• � ", "#	- * . $	+, 1#+0	4$* %. &"'* ( 	 , ( %	4$* !'"	 ) * , 1+6	

• � !	 "5'+	 '+	 !* $	 , 	 / , ( 2	1* , ( 0	&* 3 3 #( "	* ( 	 ) * , 1+	+. &5	, +	
, ( "'&'4, "#%	"'3 #	"* 	4* +'"'9#	&, +5	!1* 7 	 , ( %	"5#	, / '1'"- 	 "* 	
+#$9'&#	%#/ "6	G� * "#	- * . 	&, ( ( * "	&* 3 41#"#	"5'+	+#&"'* ( 	 . ( "'1	"5#	
$#+"	* !	 "5#	41, ( 	 '+	&* 3 41#"#H6	

, � � � ( � # � � � �4 � � %� � " � � � � �

• � #+&$'/ #	"5#	"#&5( '&, 1	8. , 1'! '&, "'* ( +	* !	#, &5	4$'( &'4, 1	 '( 	 "5'+	
#( "#$4$'+#6	

• � #+&$'/ #	"5#	 / . +'( #++	8. , 1'! '&, "'* ( +	* !	#, &5	4$'( &'4, 1	 '( 	 "5'+	
#( "#$4$'+#6	

• � #11	"5#	$#, %#$	- * . $	 / . +'( #++	+"$. &". $#	G'6#6	4$* 4$'#"* $+5'40	
4, $"( #$+5'40	, ( %	 '( &* $4* $, "'* ( 6H	

• � $* 9'%#	, 	 !, &"	+5##"	7 '"5	&* ( ", &"	 '( !* $3 , "'* ( 	+. &5	, +	( , 3 #0	
, %%$#++0	"#1#45* ( #0	#F3 , '1	#"&6	
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 � 3 � , � 
 � � � � , , � 
 - � �

 � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 
 � � � � � 
 � � ) � � � � � � � 	� � � � � � � � ( 	� � �
� � � � � � � � � � � � 	� � � � � � � � � � � � � � � 
 � � � � � � 
 � 	
 � � � � � � � � � � � � � 
� � � � � � � 	

�
� � 
 � � 	� � � � � � � � � � 
 
 	
 � � � � � � � � � 	
 � � � � � � �

� , ( , ) '( ) 	 , 	 / . +'( #++	$#8. '$#+	3 * $#	"5, ( 	 ;. +"	"5#	%#+'$#	"* 	 / #	- * . $	
* 7 ( 	 / * ++6	 � "	%#3 , ( %+	%#%'&, "'* ( 0	4#$+'+"#( &#0	"5#	, / '1'"- 	 "* 	3 , 2#	
%#&'+'* ( +	 , ( %	"5#	, / '1'"- 	 "* 	3 , ( , ) #	 / * "5	#3 41* - ##+	, ( %	!'( , ( &#+6	 	

� "C+	 '3 4#$, "'9#	"5, "	 - * . 	2( * 7 	7 5, "	+2'11+	- * . 	4* ++#++	, ( %	"5* +#	- * . 	
1, &20	+'( &#	- * . 	3 ') 5"	5, 9#	"* 	5'$#	4#$+* ( ( #1	* $	$#", '( 	 , 	4$* !#++'* ( , 1	
, %9'+* $	"* 	&* 3 41#3 #( "	- * . $	+2'11	+#"6	 	

 
 
 
Hi nt :   
Ask  yourself: "What 
business am I in?" In 
answering this 
question, include 
your products, 
market and services 
as well as a 
thorough description 
of what makes your 
business unique. 
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� * . $	 / . +'( #++	41, ( 	+5* . 1%	, ( +7 #$	"5#	!* 11* 7 '( ) 	8. #+"'* ( +<	

• @* 7 	7 '11	- * . $	3 , ( , ) #3 #( "	+"$. &". $#	 	 '3 4, &"	- * . $	 / . +'( #++	
'( 	 "5#	%, - F"* F%, - 	* 4#$, "'* ( +	 	

• @* 7 	%* #+	- * . $	 / , &2) $* . ( %� / . +'( #++	#?4#$'#( &#	5#14	- * . 	 '( 	
"5'+	 / . +'( #++>	

• = 5, "	 , $#	- * . $	7 #, 2( #++#+	, ( %	5* 7 	&, ( 	 - * . 	&* 3 4#( +, "#	 !* $	
"5#3 >	

• = 5* 	7 '11	 / #	* ( 	 "5#	3 , ( , ) #3 #( "	"#, 3 >	

• = 5, "	 , $#	"5#'$	+"$#( ) "5+� 7 #, 2( #++#+>	

• � $#	"5#	%. "'#+	&1#, $1- 	%#!'( #%>	

• = '11	"5'+	 , ++'+", ( &#	/ #	* ( ) * '( ) >	

• = 5, "	 , $#	- * . $	&. $$#( "	4#$+* ( ( #1	( ##%+>		

• = 5, "	 , $#	- * . $	41, ( +	 !* $	5'$'( ) 	 , ( %	"$, '( '( ) 	4#$+* ( ( #1>	 	= 5, "	
, $#	"5#'$	%. "'#+>	GI * / 	%#+&$'4"'* ( +	 , $#	5#14!. 1H6	

• = 5, "	+, 1, $- 0	 / #( #!'"+0	9, &, "'* ( +0	5* 1'%, - +	7 '11	- * . 	* !!#$>	 	 � !	 , 	
!$, ( &5'+#0	, $#	"5#+#	 '++. #+	&* 9#$#%	'( 	 "5#	3 , ( , ) #3 #( "	
4, &2, ) #	"5#	 !$, ( &5'+* $	7 '11	4$* 9'%#>	
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 � � � � � � � � � � � � � � � � � � � � � � � � � � �  � � � � � � � ) � � ( 	� � � � � � � 	� 
 � 	� � � � � � � � � 	
�
� ' � � � 
� � � � � � � � � � � � � � � 	
 � � � � � � � � � � � � � � � � � � � � � � � � � � � 
 � � � � � � � � � � � � �
� � � � � � � � � � � 	
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� � � � � � � � � � � � � � � � � � �

� $- 	"* 	%#+&$'/ #	"5#	 / #( #!'"+	* !	 - * . $	 ) * * %+	, ( %	+#$9'&#+	!$* 3 	- * . $	
&. +"* 3 #$+C	4#$+4#&"'9#6	 � 5'+	41, ( ( '( ) 	&, ( 	 / #	5#14!. 1	 '( 	 / . '1%'( ) 	
&. +"* 3 #$	+, "'+!, &"'* ( 	 , ( %	1* - , 1"- 6	 � ( %0	 '"	&#$", '( 1- 	 '+	 , 	 ) * * %	
+"$, "#) - 	 !* $	$#3 , '( '( ) 	&* 3 4#"'"'9#6	 	
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� � � � � � � � 	
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	� � � � � � �
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 � � � � � � � �
� � � � � 	� � � � � � � � � � �
� � � � � � � � � � � � � �
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 � � � � � � 
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2 � � �) " � � � . � � �53 � � � � � � � � � � � � � 6�

• � #+&$'/ #	#, &5	4$* %. &"	- * . 	+#116	 � 5'+	 '+	- * . $	4$* %. &"	3 '?6	

• � !	 - * . 	&, ( ( * "	1'+"	#, &5	4$* %. &"0	/ $#, 2	"5#	 / . +'( #++	%* 7 ( 	 '( "* 	
1* ) '&, 1	&, "#) * $'#+6	

• � #+&$'/ #	"5#	2#- 	4$* %. &"	 !#, ". $#+0	, ( %	5* 7 	- * . $	4$* %. &"+	
, $#	%'!!#$#( "	 !$* 3 	"5* +#	* !	 - * . $	&* 3 4#"'"'* ( 6	 	G� . ( &"'* ( , 1'"- 0	
%. $, / '1'"- 0	#, +#	* !	 . +#	#"&6H	

• � #+&$'/ #	4$* %. &"	4$* "#&"'* ( 	+. &5	, +	4, "#( "+0	&* 4- $') 5"+	 , ( %	
"$, %#3 , $2+6	

2 � � � � � " 0�. � � �5� � " 0�. � � � � � � � � � � 6�

• � #+&$'/ #	#, &5	"- 4#	* !	+#$9'&#	- * . 	* !!#$6	G� #	+4#&'! '&H	

• � #+&$'/ #	"5#	+#$9'&#	!#, ". $#+	 '( 	 "#$3 +	 '3 4* $", ( "	 "* 	"5#	
&. +"* 3 #$6	

• � #+&$'/ #	 , ( - 	+#$9'&#	4$* "#&"'* ( 	+. &5	, +	&* 4- $') 5"+	* $	
"$, %#3 , $2+6	

) " � � � . � � 
 � � 7 � �

� !	 "5#$#	, $#	 , ( - 	$'+2+	 , ++* &', "#%	7 '"5	- * . $	4$* %. &"	* $	+#$9'&#	+. &5	
, +	4$* %. &"	1', / '1'"- 0	4$* !#++'* ( , 1	1', / '1'"- 0	* $	#, +#	* !	%. 41'&, "'* ( 	 / - 	
&* 3 4#"'"'* ( 0	+", "#	"5#3 	, ( %	+5* 7 	5* 7 	- * . 	7 '11	 , 9* '%	"5#+#	$'+2+6	

	

� ) � 
 � � � � 
 � �

 � � � � � � � � � � � � � � � � � � � � � � � � � � �2 � � � � � 	� 
 � � � � � � 	� 
 � 	� � � � � � � � � � � 	� � � �
� � � � � � � � � 
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 � � � � � � � � � � � � � � � � � � � 	
 � � � � � �3	� � �&� � � � 	� 
 � � � � � � � 	� � 45�

� * ( +'%#$	"5#+#	8. #+"'* ( +	7 5#( 	 , %%$#++'( ) 	 "5'+	+#&"'* ( 	* !	 - * . $	
/ . +'( #++	41, ( <	

• = 5, "	 , $#	- * . $	1* &, "'* ( 	$#8. '$#3 #( "+>	

• = 5, "	2'( %	* !	+4, &#	7 '11	- * . 	 ( ##%>	

• = 5- 	 '+	"5#	 , $#, 	%#+'$, / 1#>	 � 5#	 / . '1%'( ) 	%#+'$, / 1#>	

• � +	 '"	#, +'1- 	 , &&#++'/ 1#>	 � +	4. / 1'&	"$, ( +4* $", "'* ( 	 , 9, '1, / 1#>	 � +	
+"$##"	1') 5"'( ) 	 , %#8. , "#>	

 
 
 
Hi nt :   
Look at your 
business through a 
magnifying glass 
when you are 
writing your 
business plan.  
What you see will 
be your stepping 
stones to success. 
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� � � � � � � � � � 6�

• � #') 5/ * . $5* * %	� * &, "'* ( 	G. +#	3 , 4H6		 � $, !!'&	&* . ( "+	 , ( %	
+. 44* $"'( ) 	 '( !* $3 , "'* ( 	+. &5	, +	4* 4. 1, "'* ( 	$, %'. +	 '+	5#14!. 16	

• � '"#	 � * &, "'* ( 	A	41, &#	 '( 	3 , 11	* $	&#( "$#0	* $	&'"- 	 / 1* &26	 � 5* 7 	
"5#	* "5#$	"#( , ( "+	 , ( %	, &&#++	� 	#) $#++	!* $	4, $2'( ) 	 '! 	
, 441'&, / 1#6	

• � , &'1'"- 	 � * &, "'* ( 	A	 '( &1. %'( ) 	 , 	%', ) $, 3 	* !	 "5#	 / . +'( #++	
1, - * . "6	

• � ') ( , ) #	 / * "5	 '( +'%#	, ( %	* . "+'%#	"5#	/ . +'( #++6	

• � 5#&2	!* $	1* &, "'* ( 	$'+2+6	 � 	3 #%', ( 	41, &#%	 '( 	 "5#	3 '%%1#	* !	
- * . $	$* , %	7 '11	&. "	* !!	 , &&#++	"* 	 - * . $	 / . +'( #++6	 � 5#&2	7 '"5	
- * . $	&'"- F41, ( ( '( ) 	%#4, $"3 #( "	 / #!* $#	+') ( '( ) 	 , 	1#, +#6	

) � � � � � � ( � . � � � � � � " � � � � � � �

• = 5, "	 , $#	"5#	5* . $+	* !	* 4#$, "'* ( >	= '11	"5, "	 / #+"	+#$9#	- * . $	
&1'#( "+>	

• = 5, "	 , $#	"5#	$#8. '$#3 #( "+	 !* $	"5#	 !, &'1'"'#+	 , ( %	#8. '43 #( ">	
= 5, "	 , $#	"5#	&* +"+>	G* ( #F"'3 #	* $	* ( ) * '( ) 	&* +"+H	

• = 5, "	 , $#	"5#	41, ( "	* 9#$5#, %	&* +"+	) * '( ) 	 "* 	 / #>	 	= '11	- * . 	 / #	
, / 1#	"* 	 , !!* $%	7 5, "	 '+	$#8. '$#%>	

• = 5, "	 , $#	"5#	4. $&5, +'( ) 	$#8. '$#3 #( "+>	

• = 5, "	 '+	"5#	 / #+"	3 , ( . !, &". $'( ) 	4$* &#++>		 � * +"	#!!#&"'9#>	

• = 5, "	1'&#( +'( ) 	 '+	$#8. '$#%	!* $	 - * . $	9#( ". $#>	

	

� � ( � � �8 � � � # � � � � � " � � �0� �

• � #) , 1	 � * $3 	G4$* 4$'#"* $+5'40	4, $"( #$+5'40	&* $4* $, "'* ( 0	
&* * 4#$, "'9#6H	

• � 5, $#	 � '+"$'/ . "'* ( 	G� * $4* $, "'* ( 	 � ( 1- H	

• � '$#&"* $+	J 	 � !! '&#$+	G� * $4* $, "'* ( 	 � ( 1- H	

• � . - 	 � #11	 � ) $##3 #( "	G� * $4* $, "'* ( 	 , ( %	 � , $"( #$+5'4+	 � ( 1- H	

 
 
 
Hi nt :   
The location of your 
business can play a 
decisive role in its 
success or failure.  
Your location should 
be built around your 
customers, it should 
be accessible and it 
should provide a 
sense of security. 
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• � '+"	* !	2#- 	1#) , 1	 , ) $##3 #( "+	+. &5	, +	&* ( "$, &"+0	1#, +#+0	
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Hi nt :   
Consider the market 
you are entering.  
What does it look 
like through your 
customers eyes?  
You are passionate 
about the success of 
your business but it 
is important you take 
a step back and 
examine the market 
in terms of your 
customers and the 
industry. 
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Hi nt :   
. � 
 *� �
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Hi nt :   
You can use do your 
own market 
research.  Get on 
the phone, go door 
to door, ask your 
competition…do not 
be afraid to take a 
long, hard look at 
the people you 
intend to sell to.   
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Hi nt :  The 
key to your success 
is to have a well-
planned strategy, to 
establish your 
policies and to 
constantly monitor 
prices and operating 
costs to ensure 
profits. 
 

       Strategy 
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Hi nt :   
If you break the 
financial planning 
process down into 
manageable pieces, 
it will be much easier 
to accomplish.  
  
What $ do I need to 
start my business? 
 
What $ do I need to 
run my business? 
 
How much of my 
product/service will I 
be able to sell? 
 
How much will it cost 
to be able to sell my 
product/service? 
 
What will my cash 
situation look like? 
 
How much of my 
product/service will I 
have to sell to stay 
in business? 
 
How will my 
business look at any 
point in time? 
 
 
 
 

The Financial Plan 
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#?4#( +#+6	

� 5#	 !* 11* 7 '( ) 	 '+	 , ( 	#?, 3 41#	* !	 , 	 � $* ! '"	J 	 � * ++	 � ", "#3 #( "	 , 1+* 	
2( * 7 ( 	 , +	 , ( 	 � ( &* 3 #	 � ", "#3 #( "6	 � 5'+	 '+	 , 	 
  F3 * ( "5	+", "#3 #( "6	 	 	
� ##	 � 44#( %'?	 � 	 !* $	 , 	 !'9#	- #, $	+", "#3 #( "6	 	 � * "#0	- * . $	 !'$+"	 - #, $C+	
4$* ;#&"'* ( +	+5* . 1%	+5* 7 	3 * ( "51- 	 ! ') . $#+0	"5#	+#&* ( %	- #, $0	
8. , $"#$1- 	 , ( %	- #, $+	"5$##	"5$* . ) 5	 !'9#	+5* . 1%	+5* 7 	, ( ( . , 1	 ! ') . $#+6	 	

	

	

	

	

	

Hi nt :   
� � ' � 	� � � � � � � � --�
�
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$ $ $ %

S a l e s (R e v e n u e ) -$        1 0 0 %

C o s t  o f  S a l e -$        %

G r o s s P r o f i t -$        %

V a r i a b l e  E x p e n s e s
W a g e s -$        %
P a y ro ll  E x p e n s e s -$        %
O u ts i d e  S e r vi c e s -$        %
S u p p l ie s -$        %
R e p a i r/ M a in te n a n c e -$        %
A d ve r t is i n g -$        %
T ra ve l -$        %
P r o fe s s io n a l f e e s -$        %

-$        %

F i x e d  E x p e n s e s
R e n t -$        %
D e p re c ia t i o n -$        %
U t i li t ie s -$        %
In s u ra n c e -$        %
In t e r e s t  P a id -$        %
M i s c . -$        %

-$        %

T o t a l  O p e r a t i n g  E x p e n s e s -$        %

N e t  P r o f i t  /  ( L o s s )
( b e fo r e  ta x e s ) -$        %

T a x e s -$        %

N e t  P r o f i t  ( L o ss )
( a f te r ta x e s ) -$        %

N a m e  o f  th e  B u s i n e s s

3 1 - D e c - 9 8
fo r  t h e  1 2  m o n t h s  e n d in g

P ro j e c t e d  In c o m e  S ta te m e n t

 
 
 
Hi nt :   
� � � 	� � � � � � � � �
� � 
 � � � � � 
 � �
� � � � � 	� � � � � �
� ' � � � � � � � 

�
� ' � � 
 � � � � 	
 �
� � � � � 
 � � � � � �
� � 
� � 	( � � � � � � � � � �
� � � � 
� � � 
� � � � 	� � � � � � �
�
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� $ � � � � � � � � � � 
 � 	 � � � �

 � � � � � � � � � � � � � ) � 
� � �B� � � � � � � � 	� � � � � � � � 	� � 	� 
 � � � � � � � � � 	
 � � � 8� � � 
 	� �
� 
 � � � � 

� � � � � � 
� � � � � � � � � � � � � � � � � � � � � � 	� � � � � � � 	� � � � � � � � � � � � ( � � � 
�
� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 	� � � � � � � � � � 	
 � � � � � 
� 
 � � � � � � � � � � � � �

� ( � 
� � � � � � 
� � � � � ( � 
 � � � � � � � � � � � � � � � � 	� � 

� � � ( � � � � � � � � � � � � � � � �
� � � 	
 � � � � � �

� 5#	+, 1#+	!* $#&, +"	 '+	4$* / , / 1- 	"5#	3 * +"	%'!! '&. 1"	4, $"	* !	 "5#	
/ . +'( #++	"* 	 !* $#&, +"	A	#+4#&', 11- 	 !* $	 , 	+", $"'( ) 	 / . +'( #++6	
� * 3 #"'3 #+0	"5#	/ $#, 2F#9#( 	&, ( 	4$* 9'%#	, 	+", $"'( ) 	4* '( "	 !* $	
&$#, "'( ) 	 "5#	+, 1#+	!* $#&, +"6	 	 	 � ( 	 "5#	&, +#	* !	 , ( 	#?'+"'( ) 	 / . +'( #++0	
- * . 	+5* . 1%	1* * 2	 , "	 "5#	+, 1#+	5'+"* $- 6	 � * . 	+5* . 1%	+##	 '!	 - * . $	+, 1#+	
, $#	"$#( %'( ) 	 . 4	* $	%* 7 ( 0	 , ( %	"5#( 	 , &&* . ( "	 !* $	( #7 	4$* %. &"+	"* 	 / #	
, %%#%0	* $	* 1%	4$* %. &"+	"* 	 / #	", 2#( 	 , 7 , - 6	 � 5#	+, 1#+	!* $#&, +"	3 . +"	
$#!1#&"	- * . $	 / . +'( #++	+"$, "#) '#+	 , ( %	* / ;#&"'9#+6	 	

� ; � � � � � � � " � � �

� 5#	( #?"	+"#4	 '+	"* 	3 , 2#	&* +"	#+"'3 , "#+	!* $	#, &5	, $#, 6	 � * . 	3 , - 	%* 	
"5#3 	3 * ( "51- 0	* $	 , ( ( . , 11- 0	5* 7 #9#$0	- * . 	7 '11	#9#( ". , 11- 	( ##%	"* 	
2( * 7 	- * . $	3 * ( "51- 	#?4#( %'". $#	 '( 	#, &5	, $#, 	 !* $	- * . $	&, +5	!1* 7 	
!* $#&, +"6	 � * 3 #	* !	 - * . $	 !* $#&, +"+	7 '11	 / #	 , 	3 , ""#$	* !	&, 11'( ) 	 , 	
+. 441'#$	 , ( %	, +2'( ) 	 !* $	 , 	8. * "#	A	 '( +. $, ( &#	 '+	 , ( 	#?, 3 41#	* !	 "5'+	
2'( %	* !	* 9#$5#, %6	� * 3 #"'3 #+0	- * . 	7 '11	5, 9#	"* 	3 , 2#	 , 	
3 , ( , ) #3 #( "	%#&'+'* ( 	 , / * . "	5* 7 	3 . &5	- * . 	7 '11	41, ( 	"* 	+4#( %	 '( 	
* $%#$	"* 	 , &5'#9#	- * . $	$#9#( . #	* / ;#&"'9#+6	 	 � !	 - * . 	5, 9#	5'+"* $- 0	 - * . 	
+5* . 1%	. +#	5'+"* $- 	 , +	 , 	 ) . '%#0	3 , 2'( ) 	+. $#	"5, "	 '( &$#, +#+	, ( %	
%#&$#, +#+	 '( 	&* +"	 , $#	&* ( +'+"#( "	7 '"5	- * . $	$#9#( . #	* / ;#&"'9#+6	 � * . 	
+5* . 1%	3 , 2#	, 	 / $'#!	 ( * "#	"* 	"5#	$#, %#$	* !	 "5#	41, ( 0	%#+&$'/ '( ) 	 "5#	
2#- 	#?4#( +#	!* $#&, +"#%	'"#3 +6	G'6#6	- * . 	3 , - 	5, 9#	 , 	8. * "#	 !$* 3 	 , 	
/ $* 2#$	!* $	- * . $	 '( +. $, ( &#	4$* ;#&"'* ( 6H	� 5'+	 '+	#+4#&', 11- 	"$. #	 '!0	 '( 	
, ( 	#?'+"'( ) 	 / . +'( #++0	"5#$#	 '+	 , 	1, $) #	&5, ( ) #	 '( 	 "5#	+", "#3 #( "6	

	

� � 
 � � � 
 � � 
 � � � � � � � 
 � � � � � � � � � � � � 
 � � 
 � � � � �

� � 0� � � � � � � � � � � � � � � � � � � " � / � . � � � � 9	= 5#$#	- * . 	&, ( 0	+", $"	 / - 	
!* $#&, +"'( ) 	 . ( '"	+, 1#+	4#$	3 * ( "56	 � * "	 , 11	 / . +'( #++#+	+#11	/ - 	 . ( '"+0	
/ . "	3 * +"	%* 0	, ( %	 '"C+	#, +'#$	"* 	 !* $#&, +"	 / - 	 / $#, 2'( ) 	 "5'( ) +	%* 7 ( 	
'( "* 	"5#'$	&* 3 4* ( #( "	4, $"+6	 � $* %. &"F* $'#( "#%	/ . +'( #++#+	* / 9'* . +1- 	
+#11	 '( 	 . ( '"+0	 / . "	+* 	%* 	 , 	1* "	* !	+#$9'&#	/ . +'( #++#+6	 � * $	#?, 3 41#0	
, &&* . ( ", ( "+	 , ( %	, ""* $( #- +	+#11	5* . $+0	", ?'+	+#11	$'%#+0	, ( %	
$#+", . $, ( "+	+#11	3 #, 1+6	 	

 
 
 
Hi nt :   It is 
important to 
remember that a 
sales forecast is not 
like the weather – 
something that you 
try to guess – but 
rather a goal that 
you set for the 
business that you 
proactively try to 
achieve.  Yes, it is 
difficult to determine, 
but all of the 
research you have 
done to this point will 
allow you to make 
educated 
assumptions. 
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� � � � � � � � � � � � � � � ! � � � � � � � 0� � � � 9	= 5#( #9#$	- * . 	5, 9#	4, +"	+, 1#+	
%, ", 0	- * . $	 / #+"	 !* $#&, +"'( ) 	 , '%	 '+	"5#	3 * +"	$#&#( "	4, +"6	 � 5#$#	, $#	
+* 3 #	+", "'+"'&, 1	 , ( , 1- +'+	"#&5( '8. #+	"5, "	", 2#	4, +"	%, ", 	 , ( %	4$* ;#&"	
'"	 !* $7 , $%	 '( "* 	"5#	 !. ". $#6	 � * . 	&, ( 	 ) #"	 ;. +"	, / * . "	 "5#	+, 3 #	$#+. 1"+	
/ - 	4$* ;#&"'( ) 	 - * . $	"7 * 	3 * +"	$#&#( "	- #, $+	* !	+, 1#+	/ - 	3 * ( "5	* ( 	 , 	
1'( #	&5, $"	 , ( %	"5#( 	9'+. , 11- 	"$, &2'( ) 	 '"	 !* $7 , $%	, 1* ( ) 	"5#	+, 3 #	1'( #6	
� ", "'+"'&, 1	"* * 1+	, $#	 , 	 ( '&#	, %%'"'* ( 0	 / . "	 "5#- C$#	$, $#1- 	 , +	9, 1. , / 1#	 '( 	
, 	 / . +'( #++	41, ( 	 , +	5. 3 , ( 	&* 3 3 * ( 	+#( +#0	4, $"'&. 1, $1- 	 ' !	 '"C+	) . '%#%	
/ - 	 , ( , 1- +'+6	 	

� � � � ! � . � � " � � ! � " � � � � � %�� " � � � . � 9	@, 9'( ) 	 , 	 ( #7 	4$* %. &"	 '+	( * 	
#?&. +#	!* $	( * "	5, 9'( ) 	 , 	+, 1#+	!* $#&, +"6	 � !	&* . $+#	- * . 	%* ( C"	2( * 7 	
7 5, "C+	) * '( ) 	 "* 	5, 44#( 0	 / . "	 "5, "C+	( * 	#?&. +#	!* $	( * "	%$, !"'( ) 	 , 	
+, 1#+	4$* ;#&"'* ( 6	 � * / * %- 	7 5* 	41, ( +	 , 	 ( #7 	4$* %. &"	2( * 7 +	"5#	
!. ". $#FF- * . 	+'3 41- 	3 , 2#	#%. &, "#%	) . #++#+6	 � * 	 / $#, 2	 '"	%* 7 ( 	 / - 	
!'( %'( ) 	 '3 4* $", ( "	%#&'+'* ( 	 !, &"* $+	* $	&* 3 4* ( #( "+	* !	+, 1#+6	 � !	 - * . 	
5, 9#	 , 	&* 3 41#"#1- 	( #7 	4$* %. &"	7 '"5	( * 	5'+"* $- 0	 ! '( %	 , ( 	#?'+"'( ) 	
4$* %. &"	"* 	 . +#	 , +	 , 	 ) . '%#6	 � * $	#?, 3 41#0	 '!	 - * . 	5, 9#	"5#	( #?"	) $#, "	
&* 3 4. "#$	) , 3 #0	/ , +#	- * . $	 !* $#&, +"	* ( 	+, 1#+	* !	 , 	+'3 '1, $	&* 3 4. "#$	
) , 3 #6	 � !	 - * . 	5, 9#	 , 	 ( #7 	 , . "* 	 , &&#++* $- 0	1* * 2	 , "	+, 1#+	* !	* "5#$	
, . "* 	 , &&#++* $'#+6	 � ( , 1- +"+	4$* ;#&"#%	+, 1#+	* !	 !, ?	3 , &5'( #+	/ #!* $#	
"5#- 	7 #$#	$#1#, +#%	"* 	"5#	3 , $2#"	 / - 	1* * 2'( ) 	 , "	 "- 4#7 $'"#$+	, ( %	
&* 4'#$+6	 	

� " � � 7 � � � � � � � " . � � � � � � � %� � � � � � � ! � . � � " � 9	 � * $	#?, 3 41#0	- * . 	&, ( 	
!* $#&, +"	+, 1#+	 '( 	 , 	$#+", . $, ( "	 / - 	1* * 2'( ) 	 , "	 , 	$#, +* ( , / 1#	( . 3 / #$	* !	
", / 1#+	* &&. 4'#%	, "	%'!!#$#( "	5* . $+	* !	 "5#	%, - 	 , ( %	"5#( 	3 . 1"'41- '( ) 	
"5#	4#$&#( "	* !	 ", / 1#+	* &&. 4'#%	/ - 	 "5#	 , 9#$, ) #	#+"'3 , "#%	$#9#( . #	
4#$	", / 1#6	 � * 3 #	4#* 41#	4$* ;#&"	+, 1#+	 '( 	&#$", '( 	2'( %+	* !	$#", '1	
/ . +'( #++#+	/ - 	 '( 9#+"') , "'( ) 	 "5#	 , 9#$, ) #	+, 1#+	4#$	+8. , $#	 !* * "	 '( 	
+'3 '1, $	 / . +'( #++#+6	 	

� � � � � " � � � � � � " � / � . � � � " � . � � 9	 � 5#	( #?"	+"#4	 '+	4$'&#+6	 � * . C9#	
4$* ;#&"#%	. ( '"	+, 1#+	3 * ( "51- 	 !* $	 
  	3 * ( "5+	, ( %	"5#( 	 , ( ( . , 11- 0	+* 	
- * . 	3 . +"	 , 1+* 	4$* ;#&"	- * . $	4$'&#+6	 � 5'( 2	* !	 "5'+	 , +	 , 	+'3 41#	
+4$#, %+5##"	"5, "	 , %%+	"5#	. ( '"+	* !	%'!!#$#( "	+, 1#+	 '"#3 +	 '( 	* ( #	
+#&"'* ( 0	"5#( 	+#"+	"5#	#+"'3 , "#%	4$'&#+	 '( 	 , 	+#&* ( %	+#&"'* ( 6	 � 	 "5'$%	
+#&"'* ( 	 "5#( 	3 . 1"'41'#+	. ( '"+	"'3 #+	4$'&#	"* 	&, 1&. 1, "#	+, 1#+6	 � 5#	
3 , "5	 '+	+'3 41#FF"5#	5, $%	4, $"	 '+	3 , 2'( ) 	 "5, "	#+"'3 , "#%	) . #++	* !	
. ( '"	+, 1#+6	

 
 
 
Hi nt :   
Break your 
forcasting down into 
sections – DO NOT 
try to do it all at 
once.  If you take it 
one step at a time 
you can do it.  It is 
not an impossible 
task! 
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� 	 !* . $"5	+#&"'* ( 	* !	 - * . $	4$* ;#&"#%	4$'&#+	7 '11	+#"	"5#	 , 9#$, ) #	&* +"+	
4#$	. ( '"6	 � * . 	7 , ( "	 "* 	+#"	&* +"+	/ #&, . +#	, 	1* "	* !	 ! '( , ( &', 1	 , ( , 1- +'+	
!* &. +#+	* ( 	 ) $* ++	3 , $) '( 0	7 5'&5	 '+	+, 1#+	1#++	&* +"	* !	+, 1#+6	 � * $	
!'( , ( &', 1	$#, +* ( +0	&* +"	* !	+, 1#+0	, 1+* 	2( * 7 ( 	 , +	&* +"+	* !	 ) * * %+	+* 1%	
, ( %	%'$#&"	&* +"+0	, $#	%'!!#$#( "	 !$* 3 	"5#	* "5#$	#?4#( +#+	"5, "	&* 3 #	
* . "	* !	4$* !'"+6	

� 5#	&* +"	* !	+, 1#+	 '+( C"	7 5, "	 - * . 	4, - 	+, 1#+4#* 41#	* $	 !* $	 , %9#$"'+'( ) 6	
� "C+	"5#	, 3 * . ( "	 - * . 	4, - 	 "* 	 / . - 	7 5, "	 - * . 	+#116	 � 5'+	 '+	 . +. , 11- 	#, +- 	
"* 	 . ( %#$+", ( %6	� ( 	 , ( - 	$#", '1	+"* $#0	!* $	#?, 3 41#0	"5#	&* +"	* !	 ) * * %+	
+* 1%	 '+	7 5, "	 "5#	+"* $#	4, - +	 !* $	"5#	4$* %. &"+	 '"	+#11+6	 � ( 	+#$9'&#	
/ . +'( #++#+0	"5#	&* +"+	* !	+, 1#+	&, ( 	 / #	1#++	* / 9'* . +0	 / . "	 '"	&, ( 	+"'11	
/ #	 !') . $#%	* . "6	

� '( , 11- 0	 '( 	 , 	 ! '!"5	 , ( %	!'( , 1	+#&"'* ( 0	 - * . 	3 . 1"'41- 	 . ( '"	+, 1#+	"'3 #+	
, 9#$, ) #	&* +"	4#$	. ( '"	 "* 	&, 1&. 1, "#	- * . $	&* +"	* !	+, 1#+6	 � 5'+	) '9#+	
- * . 	 , 	+, 1#+	!* $#&, +"	"5, "	 - * . 	&, ( 	 . +#	 !* $	"5#	$#+"	* !	 - * . $	 !'( , ( &', 1	
4$* ;#&"'* ( +6	 � 5#	 !'$+"	41, &#	- * . C11	. +#	 '"	 '+	 , "	 "5#	 / #) '( ( '( ) 	* !	 - * . $	
4$* !'"	 , ( %	1* ++	+", "#3 #( "0	7 5'&5	( * $3 , 11- 	+", $"+	7 '"5	+, 1#+	, ( %	
&* +"	* !	+, 1#+6	

� !	&* . $+#0	( * "	 , 11	 / . +'( #++#+	!'"	#, +'1- 	 '( "* 	"5#	 . ( '"+	+, 1#+	3 * %#16	
� * 3 #	 / . +'( #++	41, ( +	7 '11	5, 9#	+, 1#+	!* $#&, +"+	"5, "	4$* ;#&"	%* 11, $	
+, 1#+	* ( 1- 0	 / - 	1'( #	* !	+, 1#+0	, ( %	"5#( 	%'$#&"	&* +"+0	/ - 	* "5#$	!, &"* $+6	
� * $	#?, 3 41#0	, 	 ", ?'	 / . +'( #++	3 ') 5"	+'3 41- 	#+"'3 , "#	"* ", 1	 !, $#+	, +	
'"+	+, 1#+	!* $#&, +"	 , ( %	) , +* 1'( #0	3 , '( "#( , ( &#	, ( %	* "5#$	 '"#3 +	, +	 '"+	
&* +"	* !	+, 1#+6	 � 	 ) $, 45'&	, $"'+"	3 ') 5"	+"'&2	7 '"5	"5#	+'3 41#	%* 11, $F
9, 1. #	+, 1#+	!* $#&, +"	 , ( %	4$* ;#&"	&* +"	* !	+, 1#+	, +	45* "* &* 4'#+0	&* 1* $	
4$* * !+0	#"&6	 � ( 	 "5#	#( %0	 '"C+	, 17 , - +	 � � � � 	41, ( 0	+* 	- * . 	5, 9#	"* 	3 , 2#	
"5#	%#&'+'* ( +	"5, "	 , $#	 / #+"	 !* $	- * . 6	

	

	

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Hi nt :   
7 � � � � � � �D� � � � �
) � 
� � 	� � 
 � � � � � �
� � ( 	� � � � � � � �
� � � ( 	� � �
� � � 	
 � � � � � � � � � � � 	� �
� � 
 �3� 
 � � � � � � 
� 5�
� � � � � � � � � 	
 � � � �
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 � 	� 
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 � � � � � � � � � 	
 � � � � � � � � � 	

�
� � � ( 	� � � � � � � � � � � � � � � 	� � � � 
 � � 
 � � � � � � 
 � 	
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Hi nt :   
Cash Flow is King!  
You should refer 
back to your cash 
flow statement 
monthly to ensure 
you are on track.  
Compare you 
projected cash flow 
to you actual an 
make adjustments 
as required. 
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Hi nt :   
The money you start 
with PLUS cash 
receipts (or cash 
sales) MINUS cash 
disbursements (your 
bills) EQUALS  
Net Cash Available 
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Hi nt :  The 
break-even point 
(BEP) is the point at 
which cost or 
expenses and 
revenue are equal: 
there is no net loss 
or gain, and one has 
"broken even". 
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Assets Liabil it ies
Current Assets Current Liabilit ies
  Cash   Bank Overdraft
  Petty Cash   Taxes Payable
  Accounts Receivable   Accounts Payable
  Inventory   Interest Payable
  Short-Term Investments   Payroll accrual
  Prepaid Expenses
  Long-term Investments Tota l  Current

Tota l Current Long Term
  Mortgage Loan

Fixed Assets   Equipment Loan
  Land   Notes payable
  Buildings
  Improvements Tota l  Long Term
  Equipment Tota l  L i abi li ti es
  Furniture

  Vehicles Net Wo rth
  Share Capital

  Less: Accum. Depreciat ion   Retained Earnings

Tota l Fi x ed Tota l  Net W orh

To tal L iab ilit ies  and
Total As sets Net Wo rth

Name o f th e business
Opening Balance Sheet

As at (insert date)

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Hi nt :  It's 
called a balance 
sheet because the 
two sides balance 
out. This makes 
sense: a company 
has to pay for all the 
things it has (assets) 
by either borrowing 
money (liabilities) or 
getting it from 
shareholders 
(shareholders' 
equity).  
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 � 0� � � � F	

Product/service sales	 
 0� � � 0� � � 	  0� � � 0� � � 	 � 0�  � 0� � � 	 � 0� � � 0� � � 	 � 0
 � T0� � � 	

Maintenance	 � 	 � 	 � 	 � 	 � 	

Consulting Services	 � 	 � 	 � 	 � 	 � 	

Royalties	 � 	 � 	 � 	 � 	 � 	

Interest 	 � 	 � 	 � 	 � 	 � 	

Other 	 � 	 � 	 � 	 � 	 � 	

Total revenue	 P
 0� � � 0� � � 	 P 0� � � 0� � � 	 P� 0�  � 0� � � 	 P� 0� � � 0� � � 	 P� 0
 � T0� � � 	

	
� ; � � � � � � F	 	    

Cost of Goods Sold	

	
Salaries	 � � � 0� � � 	 � 	 � 	 � 	 � 	

Production Expense	 
 T� 0� � � 	 � 	 � 	 � 	 � 	

Other 	 � 	 � 	 � 	 � 	 � 	

Gross margin	 PT� � 0� � � 	 P
 0� T� 0� � � 	 P
 0T� � 0� � � 	 P 0T� � 0� � � 	 P� 0T
 � 0� � � 	

Salaries	 � � � 0� � � 	 � � � 0� � � 	 T� � 0� � � 	 
 0� � � 0� � � 	 
 0� � � 0� � � 	

Operating Expense	  � � 0� � � 	 � � � 0� � � 	 � � � 0� � � 	 � � � 0� � � 	 T� � 0� � � 	

Bad debt 	 � 	 � 	 � 	 � 	 � 	

Contributions	 � 	 � 	 � 	 � 	 � 	

Depreciation	 � 	 � 	 � 	 � 	 � 	

Loan Interest	 � 	 � � 0� � � 	  � 0� � � 	  � 0 � � 	 
  0� � � 	

Other 	 � 	 � 	 � 	 � 	 � 	

Total Oper. Expenses	 P
 0� � � 0� � � 	 P
 0� 
 
 0� � � 	 P
 0� � 
 0� � � 	 P 0
  � 0 � � 	 P 0� �  0� � � 	

Pre-Tax Income	 PG� � 0� � � H	 P
 � � 0� T 	 P� T� 0T
 � 	 P� � � 0�  � 	 P
 0
 
 
 0
 � � 	

Pre-Tax (%) 	 F� 6
 � O 	 � 6� 
 O 	 
 
 6� � O 	 
 � 6
 � O 	 
 � 6
 � O 	

Tax Provision	 � 	 � � 0
 � � 	 TT0�  T	  
 � 0� � � 	  � � 0� T
 	

Net Profit	 PG� � 0� � � H	 P
 � � 0� 
 T	 P TT0
 � � 	 P� � � 0 T� 	 P� � � 0� � � 	
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec TOTAL 

Estimated Sales $7,200 $3,800 $3,200 $2,000 $1,720 $1,720 $1,000 $1,760 $4,200 $3,960 $9,600 $10,000 $50,160 

Cash receipts 
Cash from sales $3,700 $1,600 $2,550 $1,330 $1,220 $1,220 $500 $1,260 $3,500 $3,060 $4,600 $5,500 $30,040 
Accounts receivable collected $3,500 $2,200 $650 $670 $500 $500 $500 $500 $700 $900 $5,000 $15,620 
Small business loan $15,000 $10,000 $25,000 
Owners equity contribution $5,000 $3,000 $8,000 
Other: Line of credit $2,000 $5,000 $7,000 
Total receipts (A) $23,700 $5,100 $4,750 $1,980 $3,890 $1,720 $1,000 $1,760 $22,000 $3,760 $5,500 $10,500 $85,660 

Cash payments 
Accounting fees $0 
Advertising expense $200 $50 $50 $50 $550 $200 $200 $200 $50 $50 $50 $200 $1,850 
Business name registration $80 $80 
Business license $50 $50 
Bank charges/Account fees $70 $20 $20 $70 $20 $20 $70 $20 $20 $70 $20 $20 $440 
Equipment purchases $3,090 $3,090 
Furniture and fittings $3,100 $3,100 
Heat and hydro $170 $170 $170 $80 $80 $80 $80 $80 $80 $80 $80 $170 $1,320 
Insurance expense $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $2,400 
Labour expense $0 
Legal fees $200 $200 
License expense $0 
Line of credit repayment $44 $44 $44 $44 $154 $154 $154 $154 $792 
Loan repayment $325 $325 $325 $325 $325 $325 $325 $325 $543 $543 $543 $543 $4,772 
Materials/Inventory expense $15,000 $8,000 $20,000 $43,000 
Office stationary $200 $100 $100 $100 $100 $100 $700 
Personal drawings $1,400 $1,400 $1,400 $1,400 $1,400 $1,400 $1,400 $1,400 $1,400 $1,400 $1,400 $15,400 
Plastic bags $200 $200 $400 
Rental expense $1,400 $700 $700 $700 $700 $700 $700 $700 $700 $700 $700 $700 $9,100 
Security alarm $500 $500 
Security monitoring $30 $30 $30 $30 $30 $30 $30 $30 $30 $30 $30 $30 $360 
Telephone expense $210 $60 $60 $60 $60 $60 $60 $60 $60 $60 $60 $60 $870 
Other: $0 
Other: $0 
Total payments (B) $25,025 $2,955 $3,055 $2,915 $11,509 $3,259 $3,209 $3,059 $23,337 $3,287 $3,337 $3,477 $88,424 

Net cash (A) - (B) = (C) ($1,325) $2,145 $1,695 ($935) ($7,619) ($1,539) ($2,209) ($1,299) ($1,337) $473 $2,163 $7,023 ($2,764) 

CASH SUMMARY 
Opening cash balance $0 ($1,325) $3,880 $9,235 $9,900 $3,881 $3,942 $3,573 $3,874 $4,337 $6,290 $12,533 
Net cash movement ($1,325) $2,145 $1,695 ($935) ($7,619) ($1,539) ($2,209) ($1,299) ($1,337) $473 $2,163 $7,023 
Closing Cash Balance ($1,325) $820 $5,575 $8,300 $2,281 $2,342 $1,733 $2,274 $2,537 $4,810 $8,453 $19,556 

CASH FLOW FORECAST FOR THE FIRST 12 MONTHS OF OPERATIONS Figure A



 

36 | P a g e  

3 � � � � � 
 - � � � � � � 
 , � �

A 
 
Account 
A record of a business transaction. A contract arrangement, written or unwritten, to purchase and 
take delivery with payment to be made later as arranged.  
 
Accounts payable 
Money which you owe to an individual or business for goods or services that have been received 
but not yet paid for. 
 
Accounts receivable 
Money owed to your business for goods or services that have been delivered but not yet paid for. 
 
Amortization 
A series of payments over a specific period of time calculated to fully pay the loan amount plus 
interest by the end of the life of the loan. 
 
Annual Percentage Rate (APR) 
Cost of credit calculated as an annual percentage. 
 
Application Fee 
Fees that are paid at the time of application. An Application fee may include charges for a property 
appraisal and a credit report. 
 
Appraised Value 
The value of your home based on current market conditions. 
 
Asset 
Something of value owned by a firm, household, or individual; what the company owns after debts 
are paid.  

B 
 
Balance sheet 
An itemized statement that lists the total assets and total liabilities of a given business to portray its 
net worth at a given moment in time. 
 
Bankruptcy 
The last resort for a borrower. If the borrower cannot make payments, is completely extended 
beyond the creit limit, and the collection agencies are uncooperative; the borrower may need to file 
for protection.  
 
Break-even 
The point of business activity when total revenue equals total expenses. Above the break-even 
point, the business is making a profit. Below the break-even point, the business is incurring a loss.  
 
 
Budget 
An estimate of the income and expenditures for a future period of time, usually one year.  
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Business venture 

Taking financial risks in a commercial enterprise.  

 

C 
 
Cap 
A limit on how much the variable-interest rate can increase during the life of the line of credit. 
 
Capital equipment 
Equipment that you use to manufacture a product, provide a service or use to sell, store and deliver 
merchandise. Such equipment will not be sold in the normal course of business, but will be used 
and worn out or consumed in the course of business.  
 
Cash flow 
The actual movement of cash within a business; the analysis of how much cash is needed and 
when that money is required by a business within a period of time.  
 
Certificate of Deposit (CD) 
Certificate issued by banks guaranteeing repayment of principal at a fixed rate of interest after a 
specified period of time. 
 
Checking Account 
Bank account which allows the depositor to write checks. 
 
Checks 
Written orders directing a bank to pay a person or business a specific sum of money. 
 
Closing 
The time an place at which all documents for your loan are signed, dated and notarized. 
 
Closing Cost 
Fees paid at closing, that may include attorneys' fees, fees for preparing and filing a mortgage, for 
taxes, title search, and insurance. 
 
Collateral 
Something with monetary vaule pledged as security for a loan. 
 
Compound Interest 
Interest computed on the sum of the principal and the interest previously paid. 
 
Consolidating 
To combine into a single whole; to make one. 
 
Cost of goods sold 
The direct cost to the business owner of those items which will be sold to customers.  
 
Credit 
Enables purchaser to enjoy goods or services before paying for them fully. 
 
Credit Card 
Card that enables its holder to charge expenses. 
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Credit line 
The maximum amount of credit or money a financial institution or trade firm will extend to a 
customer.  
 
Credit Limit 
The maximum amount that you can borrow under a home equity line of credit. 
 
Creditor 
One who lends money to another.  
 
Current assets 
Valuable resources or property owned by a company that will be turned into cash within one year or 
used up in the operations of the company within one year. Generally includes cash, accounts 
receivable, inventory and prepaid expenses.  
 
Current liabilities  
Amounts owned that will ordinarily be paid by a company within one year. Generally includes 
accounts payable, current portion of long-term debt, interest and dividends payable. 

D 
 
Debt  
That which is owed. Debt refers to borrowed funds and is generally secured by collateral or a co-
signer. 
 
Debt-to-Income-Ratio 
An indicator of your ability to take on debt, this ratio is the relationship between your monthly 
income before taxes and the amount of your minimum monthly debt payments. 
 
Deduction 
Amount allowed to taxpayers under the Internal Revenue Code as an offset against gross income 
or adjusted gross income.  
 
Depreciation 
Calue lost in assets as they wear out or become obsolete. 
 
Direct Deposit 
Arrangement whereby a dividend or other receipt can be deposited to the recipient's checking or 
savings account, often by electronic mail. 
 
Disposable Income 
Money left after buying necessities. 
 
Distribution channel 
All of the individuals and organizations involved in the process of moving products from producer to 
consumer. The route a product follows as it moves from the original grower, producer or importer to 
the ultimate consumer.  
 
 
Draw Period 
On a home equity line of credit the period of time where you can both draw and repay funds as long 
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as you never exceed the credit limit. During the draw period you are only required to make interest 
payments and not principal repaymnets.  

E 
 
Equity 
The difference between the appraised value of your home and the outstanding mortgage balance(s) 
against your home; or ownership in a business. 

F 
 
Fixed expenses  
Those costs which don't vary from one period to the next. Generally, these expenses are not 
affected by the volume of business. 
 
Fixed Rate 
An interest rate that does not change during the life of the loan. 
 
Fixed Rate Mortgage 
Mortgage in which the interest rate does not change during the entire term of the load, most often 
15 years or 30 years.  

G 
 
Grace Period 
Interest-free period of time a lender allows between the transaction date and the billing date. The 
standard grace period is usually between 20 and 30 days.  
 
Gross profit:  
The difference between the selling price and the cost of an item. Gross profit is calculated by 
subtracting cost of goods sold from net sales. 

H 
 
Home Equity Line of Credit 
A revolving line of credit secured by your home.  

I 
 
Income 
Money earned through employment and investments. 
 
Index 
The base for rate changes that a lender uses to decide how much the annual percentage rate will 
change over time. One example of an index is the Wall Street Journal Prime Rate. 
 
Inflation 
Period of rising prices when the purchasing power of the dollar is falling. 
 
Interest 
Payment for using someone else's money; income from allowing someone else to use one's capital. 
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Interest Rate 
The periodic charge, expressed as a percentage, for the use of credit. 
 
Interest Rates 
Percentage of a sum of money charged for its use. 
 
Investment 
Purchase of capital resources used to produce goods and services; it may consist of shares in a 
corporation, real estate, or plant and equipment.  

L 
 
Liability 
Any claim, or debt, of an individual or business; what a business owes. 
 
Limited partnership 
A legal partnership where some owners are allowed to assume responsibility only up to the amount 
invested. 
 
Liquid assets 
Financial assets that can be quickly converted to cash.  
 
Liquidity:  
The ability of a business to meet its financial responsibilities.  The degree of readiness with which 
assets can be converted into cash without loss.  
 
Loan 
Sum of money lent at interest. 
 
Loan Consolidation 
Loan that combines and refinances other loans or debt. 
 
Loan Default 
Not repaying loans on time; loans may be turned over to a collection agency. 
 
Loan-to-Value (LTV) Ratio 
The amount of the new loan or line of credit added to the balance of any existing loans and then 
divided by the market value of your home. 
 
Long-term liabilities 
The liabilities (expenses) that will not mature within the next year.   

M 
 
Margin 
The number of percentage points the lender adds to the Index to determine the annual percentage 
rate to be charged. 
 
Minimum Payment 
The minimum amount that you must pay (usually monthly) on your account. For home quity lines of 
credit, the minimum payment is interest only during the draw period. For home equity installment 
loans and home equity lines of credit, the minimum payment 
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Mortgage 
Long-term loan to purchase property. 
 
Mutual Funds 
Special investment companies in which people pool their savings to diversify their investments.  
 
 

N 
 
Net Income 
Money earned after taxes are deducted. 
 
Net profit 
Gross profit minus costs.  
 
Net worth 
The total value of a business in financial terms. Net worth is calculated by subtracting total liabilities 
from total assets.  
 
 
Net Worth 
The difference between a firm's assets and its liabilities  
 

O 
 
Operating costs 
Expenditures arising out of current business activities. The costs incurred to do business such as 
salaries, electricity, rental. Also may be called "overhead."   
 
Overdraft 
The amount by which the money withdrawn from a bank account exceeds the balance of the 
account.   
 
Overdraft facility 
A credit arrangement with a bank, allowing a person or company with an account to use borrowed 
money up to an agreed limit when nothing is left in the account.  
 
Overdrawn 
In debt to a bank because the amount withdrawn from an account exceeds its balance. 
 

P 
 
Patent 
A type of copyright granted as a fixed-term monopoly to an inventor by the state to prevent others 
copying an invention, or improvement  of a product or process.  
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Payable 
Ready to be paid. One of the standard accounts kept by a bookkeeper is "accounts payable." This 
is a list of those bills that are current and due to be paid.    
 
Principal 
Face value of an obligation, such as a bond or a loan, that must be repaid at maturity.  
 

R 
 
Rate of Inflation  
Annual percentage increase in the general level of prices. 
 
Rate of Return 
Percentage of interest or dividends earned or paid on the principal of an investment. 
 
Receivable 
Ready for payment. When you sell on credit, you keep an "accounts receivable" ledger as a record 
of what is owed to you and who owes it. In accounting, a receivable is an asset.    
 
Refund 
Paid to a taxpayer by the IRS when withholding and estimated tax payments exceed tax for the 
year. 
 
Revenue 
Total sales during a stated period.   
 
Risk 
Danger or probability of loss to an insurer or the amount that a company stands to lose; the 
variability of returns from an investment; the chance of nonpayment of a debt. 
 
Risk Management 
Minimizes possible financial loss by identifying potential sources of loss, measuring the financial 
consequences of a loss, and creating a risk management plan for actual losses and their financial 
consequences.  

S 
 
Salary 
Earnings of workers paid on a weekly or monthly basis. 
 
Savings 
Amount of money put aside for later use. 
 
Savings Account 
Deposit account that pays interest, usually from day of deposit to day of withdrawal. 
 
Savings Bond 
Bond that is issued by the United States government and is insured for the full investment and 
interest. 
 
Securities 
Document indicating ownership or creditorship; a stock certificate or bond. 
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Security Interest 
An interest that a lender takes in the borrower's property to ensure repayment of a debt, i.e. a 
mortgage. 
 
Stock 
Shares in the ownership of a corporation. 
 
Stock Market 
General term for the organized trading of stocks through exchanges and over-the-counter. 
 
Stockholder 
Owner of stock in a corporation. 
 
Surplus 
How much more of a product sellers want to sell than buyers want to buy at a given price. In 
budgeting, a surplus occurs when income exceeds expenditures.  

T 
 
Target market 
The specific individuals, distinguished by socio-economic, demographic and interest characteristics, 
who are the most likely potential customers for the goods and services of a business. Tax Credits 
amount of money that taxpayers can deduct directly from their taxes. Tax credits are available for 
purposes such as child care expenses and the earned income credit for low-income taxpayers. 
 
Tax Deductions 
amount that a person or business can subtract from their taxable income. 
 
Tax Exemptions 
part of the total income on which no tax is imposed. 
 
Treasury Bills 
securities of the federal government issued for terms of less than a year. The purchasers are 
lending money to the government.  

V 
 
Variable Rate 
An interest rate that changes periodically in relation to an index. Payments may increase or 
decrease when the index increases or decreases.  

W 
 
Wages 
earnings of workers paid by the hour or unit of production. 
 
Working capital 
The excess of current assets over current liabilities. The cash needed to keep the business running 
from day to day.    
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Y 

 
Yield 
actual amount of interest earned; depends on the rate of return and the frequency of compounding. 
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