Stephen Lawrence and Frank Moyes

College of Business and Administration

(1999

University of Colorado


Twelve Steps to a Successful Business Plan

Page 3 of 3

Twelve Steps to a Successful Business Plan
Step 10: Value your Business

In this step, you value your venture and prepare an Offering to secure funding.  Also, you will prepare an Executive Summary for your plan.

Executive Summary

The Executive Summary of a Business Plan is a one to three page distillation of your entire plan, and often is the last section to be written.  A first-time reader should be able to read the Summary by itself, and know what your plan is all about. The Summary should stand alone and should not refer to other parts of your plan.  Remember, most readers will never get any

further than your Executive Summary, so make it count! 
· Does our Executive Summary capture the essence of our business plan? 

· Does our Summary sell our distinctive competence for executing the plan?  Does it sell our strategy for success? 

· Do we use phrases such as "in this plan we will show that" or "our marketing strategy is described in the plan"?  (If so, rewrite the Summary -- it should stand alone without reference to the larger plan!) 

· Is our Summary clear and exciting?  Does it make the reader want to wade in to the complete plan for more details? 

· Do we cover all of the main elements of our plan (company, product, management, marketing and sales, development, operations, and finance)?

Offer

The Offer (or Funding Request) is where you make your pitch for money.  If you have decided to seek equity capital, then you need to offer a potential investor (F&F, VC, angel, alliance partner) a specified piece of your company in return for a specific amount of money .  If you are seeking a loan, then you need to request a potential lender (F&F, bank, customer) for a specific amount of money in return for a specific return.  In either case, it is important that you be specific with your funding needs, that you clearly spell out and sell the advantages of your proposal to the investor, and that you make it clear how investors can eventually get their money back out of your venture.  Also, it is important that you persuade investors that the deal you are offering is fair to them and is supported by the facts.  Finally, remember that everything is open to negotiation, so don't give away the farm on the first round!

Investment Requirements

Using your cash flow analysis, what investments do we require to achieve our plans? What is the timing? 

Valuation of Business

In this subsection, you will answer these questions:

· What is the value of our company? 

· How do we calculate this value? 

Offer

In the Offer subsection, you will need to answer the following questions:

· What is the structure of the deal we are offering or seeking? 

· How much money do we want?

· How much of the company are we willing to give away? 

· How much interest are we willing to pay? 

· What collateral do we have for a loan? 

· What is the planned exit strategy for investors? 

· What is the anticipated return on investment for investors? 

Action Items

Determine the value of your company using the Venture Capital Method and/or the Discounted Cash Flow method.

Write the Offer section of your plan:


Offer

· Investment Requirements

· Valuation of Business

· Offer

Write a compelling Executive Summary for your plan.  Ideally, your summary should be two pages long.  The sections of the summary should be the same as the sections of your plan:

Executive Summary

· Brief Introduction (perhaps use your mission statement)

· Company Overview

· Product or Service Description

· Industry and Marketplace Analysis

· Marketing Strategy

· Operations

· Development

· Management

· Summary of Financials

· Offering
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