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Brought to you by:

o Michigan Small Business & Technology
Development Center

o Michigan Works! The Job Force Board

“We Take Care of Business’
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o Joel Schultz - Regional Director
o Jm Beauchamp — Sr. Business Consultant

o Lance Wolfe- Business Consultant
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Getting There from Here...

o Do | have what it takes

o Waysto start a business

o Money for what/Sources to obtain
o Business Plan

o Checklist for starting a business



wile Small Business.

MICHIGAN

SMALL BUSINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
nnnnn

Getting There from Here...

o Employer identification number
o Salestax registration

o Causes for businessfailure

o Evaluation
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Do | Have What it Takes?
ARE YOU...

Knowing why you’ re going into business?

Selecting the right type of business?

A salf starter?

Good at making decisions?

Able to have physical and emotional stamina?

Able to plan, organize and follow through?

Able to balance your business and family life?
(Business Goals vs Personal Goals)

O O O 0O 0O O O
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Ways to Start a Business

o From Scratch

Buy an Existing Business
Buy Assets

Buy a Franchise

Buy a Turn-Key Operation
Inherit a Business

Join aBusiness

O O 0O O O O
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Money For What???

o Facilities— Space

o Fixtures— Equipment

o Improvements

o Legal & Professional Fees
o Beginning Inventory

o Office Supplies
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And Money For What Else???

o Initial Wages & Benefits

o Customer Credit Extensions

o Initial Marketing & Advertising
o Computer Hardware & Software
o Utilities & Communications

o Insurance
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Sources of Seed Capital

o Persona Savings 78.5%
o Bank Loans 14.3%

o Family 12.9%
o Partners 12.4%
o Friends 9.0%
o Venture Capital 6.3%
o Mortgaged Property 4.0%
o Government Guarantee 1.1%
o All Others 3.4%
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Where Can Y ou Get Money?

o Persona Savings
o Home Equity
o Cash Vaueof Lifelnsurance 4 3

o Credit Cards

Q9 O
o Retirement Plans &
o Garage Sales—really?!
o Borrow Against Other Assets ”? ®

o Keep Your Day Job?!




wslle SMall Business.

MICHIGAN

SMALL BUSINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
Region 1

Where Can Y ou Get Money?

F o~
Q9 0
o Banks

o Seed Capital vs. Venture Capital &

», ,

o Friends and Relatives
o Find a Partner
o Reinvestment of Positive Cash Flow

4
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Where Can Y ou Get Money?

Outside Investors Will Reguire an

g !3 “Exit Strategy”
— - Maybe Y ou Should Too.
/')-v

S




wiie SMall Business.

MICHIGAN

SMALL BLISINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
Region 1

Getting Credit - The “C'S’
o Credit
o Capacity
o Capital
o Collaterd
o Character
o Conditions

o Commitment
o Cash Flow
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o Vendor Credit

o Lease or Rent

o Installment Purchases
o Avoid Extending Credit
o Collect Recelvables

o Barter




wslle SMall Business.

MICHIGAN

SMALL BUSINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
nnnnn

o Turn Inventory Rapidly
o Use Franchiser Credit
o Delay “Fixing Up”

o Target Start-up Marketi ngz“g

o Use Free Professional
Services
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Ways to Reduce Financial Need

Spend Money Only If It:
- Creates New Customers

= Improves Y our Product or Service
- Reduces Costs
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THE PLAN!
Y our Road Map To Success:

Bz
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The Business Plan Includes:

o Executive Summary 1

o Business Section

o Marketing Section

o Financial Section

o Financial Projections
o Attachments
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Executive Summary

o aka Statement of Purpose
o aka Mission Statement
o Short & Concise

o ldentify Audience




wile Small Business.

MICHIGAN

SMALL BUSINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
Region 1

Business Section:

o Legal Structure of Y our Business
Description of Business

_ocation

M anagement

Personnel

Record keeping

nsurance

O O O O O O
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The Structure

Regulation Start-up cost Entity & Life Liability Taxation
and registration

Sole Least Low Tied to Unlimited Individual -
Proprietor Regulated County Individual Schedule “C”
Partnership Limited Low Tied to Partners Shared

Regulation County Partners Liable Schedule “C”
Limited Limited Relatively As agreed to | Limited to May choose to
Liability Regulation Inexpensive by Members | Assets of be taxed as
Company State company | partnership
Corporation Most regulated | Most Perpetual No Double taxation
“C” corp Expensive Legal Entity Individual
“S” corp State Liability

(IRS election)
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The Business Description

o What isyour Product or Service?
o What are its Features and Benefits?

o Have You Done Any Market
Research?
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The Business Description

o How Will Y ou Be Different From The Competition?

o Hours of Operation
o Environment

o No Surprises
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Location...Location...
o Size
o Zoning
o Accessibility
o Cost
o Proximity to Customers
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L ocation!
o Vishility
o Special Requirements
o Traffic
o Parking
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Home-Based? To Beor Not To Be

PROS

o Lower Start-up Costs CONS
o Lifestyle Flexibility o Household Interference

o Lower Overhead o Security Concerns
o No Commuting o Space Limitation
o Tax Benefits o |solation

o Zoning

o Tax Implications
o Professionalism
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MANAGEMENT

o ldentify all functions
to be performed

o Who will do?
o Qualifications

o ldentify as strengths
(contractual services)
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Personnel

o ldentify job descriptions
Hours required
Rate of pay

o ldentify favorable qualification
Experience
Education

o Employee vs. Independent Contractor

o Traning Cost
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Professional Resources

o Accountant/Bookkeeping
o Attorney

o Banker

o Insurance Agent

o Subcontractors
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Record Keeping

o Financial

o Accounts Receivable
o General Ledger

o Taxes

o Payroll

o Equipment

o Employee
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o Liability

oWorker’s
Compensation

o Content

o Structure

o Automobile/ Fleet
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And More lnsurance.....

o Group Life

o Medical

o Disahility

o Business Interruption
o“Key Man’




wslle SMall Business.

MICHIGAN

SMALL BLISINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
nnnnn

Marketing Section

o Target Market
o Competition

o Distribution of
Product or Service

o Advertising
o Pricing
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The Business of Business
--1s Creating Customers

The Profit of a Company
ISaMeasure
of How Effectively That is Done
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The Market —
Creating and Defining Y our Niche!

o Definethe Target

o Determine Thair Number and
_ocation

o Do You Have a Unique
M essage?
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The Market —
Creating and Defining Y our Niche!

o How Will You Blend:
Advertising
Publicity
Promotion

o Islt Redlistic — Cost

Effective - Legal ?
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The Market —

hrough Research Y ou Can Determine:

o The Size of the Target Market

o Whoisthe Target Market?
Income
Age
L ocation
Education
Spending Patterns
Gender
Ethnicity

o Isthe Overal Market Growing?
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The Competition!!
o Describe Direct and Indirect Competitors /73
o Perform a SWOT Analysis AN
Strengths (9
W eaknesses ‘
Opportunities — THARY
Threats v

i
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The Competition!!

o Take into Account:
Financial Strength
Name Recognition
Reputation
Established Channels
Habit Patterns

L ocation — Access —
Traffic Patterns

<
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Distribution -

Where business takes place

o Delivery

o Shipping options

o FOB
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Advertising

o Media

o Doesit address target market
o Freguencies

o Web sites

o Signage

o Word of mouth
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PRICING!

o Cost Base
o Going Rate — Follow The Leader
o Image Pricing — Exclusivity

o Service Pricing — Convenience
o Slow Entry

o Loss Leaders— Generate Traffic
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PRICING!
o Seeding — Rapid
Market Development

o Flexible Markups —
Refresh Inventory

o Volume Discounts

o What The Market Wil
Bear — Total Profit
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Financial Section

o Loan Amount Reguested

o Historica Information on
the Business
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The Financial Information

o Historical Records

o Profit & Loss (Income Statement)
Monthly 2-years
o Beginning Balance Sheet

o Cash Flow Projections
Monthly 2-years
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The Financial Information

oDebt Service Coverage
o Return on I nvestment
o lndustry Comparisons
o Contingency Plan




Business Date

SALES & EXPENSE FORECAST
Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo.

1 Net Sales
2| Cost of Goods Sold
3 Gross Profit (Line 1 less 2)

4 Controllable Expenses
5 Owners Wages
6 Other Wages
7 Payroll Taxes
8 Adwertising
9 Dues and Subscriptions
10 Supplies
1 Auto Expenses
12 Travel and Entertainment
13 Freight
14 Legal and Accounting
15 Telephone
16 Heat, Power, Water, Garbage
17 Maintenance
18
19

20 Subtotal (Line 5 to 19)
21 Fixed Expenses

22 Insurance

23 Buiding Rent

24 Equipment Rent

25 Taxes and Licence

26 Loan Payment (Existing)
27 Loan Payment (Future)
28

29 Subtotal (Line 22 to 28)
30 Total Expenses ( Line 20 + 29)
31 Net Profit (Line 3 less 30)




Business Date

CASH FLOW FORECAST
Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo. Mo.

1/ Starting Cash on Hand
Cash Sales for the Month
Accounts Receivables Collected
New Loans
Other Income (Describe)
Total Cash to Work With
Cash Expenses for the Month
Real Estate Purchases
Equipment Purchases
Inventory Purchases
5 Owners Wages
6/Other Wages
7 Payroll Taxes
8/ Adwertising
9 Dues and Subscriptions
10 Supplies
11 Auto Expenses
12 Travel and Entertainment
13|Freight
14 Legal and Accounting
15 Telephone
16 Head, Light, Power, Water, Garbage
17 Maintenance
18
19
20 Insurance
21|Building Rent
22 Equipment Rent
23| Taxes and License
24|Loan Payment (Old)
25/Loan Payment (New)
26 Total Cash Expense
27|Cash Left at End of Month
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Attachments.............

o Resumes of the Owner(s) and Key Managers
o Credit Reports

o Copiesof Leases /
o Letters of Reference /‘
o Contracts 5

o Lega Documents ‘,(S\

o Misc. Documents
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Checklist for Starting a Business:

o Determinethe Lega Structure s\ N@)
o Register the BusinessName  \ O. %

o Obtain Licenses and Permits g, N L
o Register for Federal and State Taxes \ N

o Employees? ii% %
o Zoning lssues

o Insurance \r/

o Utilities
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Business Plan Mistakes

o Lack of Competitive Assessment
o Unidentified Opportunity
o Disorganized or Unfocused
o No Sustainable Advantage
o Inadequate Market Share

o Unidentified Risks
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Business Plan Mistakes

o No Contingency Plans
o Overstated Strengths
o Unrealistic Projections
o Lack of a Sales Plan

o Under-estimated $$
Needs
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Employer Identification Number
DO you nheed an EIN?

o
o Do you need anew EIN?
o How to apply for an EIN?
o
o

How long will it take to get a number?
WWW.Irs-tax-1d-number.com/

S — Application for

Employer ID Numbers (EINS)
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Registration for Michigan Business Taxes
o Www.michigan.gov/treasury
Business
Register for Michigan Taxes

Complete Registration Booklet (518)
__Or__

o Call (800)367-6263
Michigan Department of Treasury
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34, H o purchased am existng busicess, what assets o you acquieT Chack sl that moply ard campiels UC Schadols B
O Oewiang Jrumtus snaroturss [ecupmem imvertoy  [Cacoours repamie [ oosn

IZ. Modor FuslCommersial Carmer Tax: i hiz
a. W you comre A Semnal o reinany =0 0O
b. Co vow own adess-powensd wehicle used for tansport acmss Michigan's borders wih fhree
oF more axkes or beo axdes and & gross vehice sesight cvsr 25000 IDsT 250 E E
. W o trarespaont Tusl scsoess. Michigan's bondiers? a5

IE. Tobaoo Tax:

a. W you 5= tobaoon products 1o somesons who will offer Tem for sae? 2Bs
b, W you operrie a fobacoo products vending madtine T 280
[} Hypes, do yow supoly ntaros products for he madsineT e,

2} Hypou do noft supply the boiecos prodects, names {5 supplier

Complel all he Infosveation for each owner, pariner or comorate offoer {do not Include shansholders who ane not offcers).
Agach a separate listIF necessory,

Sodsl SemtiyhorEsr Cafes's | cormafichicar | 3and Badan :H-:ﬂ-ﬂ'\
30 hares jomed Pine Widdde 0ol s

—
Sodsl SemtyhorEsr Cafeay'n | cormafichigar | 3and Badan s = B
[ 50 Farve fomd Fine, Widdds JAEAE o]

—
Zodsl SemtiyhorEsr Cafesy's | cormafichicar |dand Badan |:H|:|IH1

Cueslions reganding iz form should be direcled o the Depariment o S17-536-2550, Submit ihis fomn sl wesks before o Inbend
1o siar your business.  AUAIL TO:  Michipan Depariment of Tressury FAX T3 S97-B36~-4520.

P Booy 30T

Lamsing, Wi 22203-T977
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SMALL BLISINESS
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DEVELOPMENT CENTER™
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Causes of Business Failure

o Inadequate Planning

o Insufficient Capital

o Inexperienced Management

o Wrong Location

o Inventory Mismanagement

o Capital Tied Up In Fixed Assets
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MICHIGAN

SMALL BLISINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
nnnnn

Causes of Business Failure

o Poor Credit Practices
o Unplanned Expansion

o Poor Work Practices Regarding
Money

o Inadequate Record-keeping

o Not Using the Professionals you
Need
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MICHIGAN

SMALL BLISINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
Region 1

Counseling - Training - Research

www.gvsu.edu/misbtdc/region

MICHIGAN
WORKS!.

,L-'-up

The Job Force Board
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MICHIGAN

SMALL BUSINESS

& TECHNOLOGY

DEVELOPMENT CENTER™
Region 1

Taking Care of Business... Everyday!

o Thank Y ou for Coming
Michigan Small Business &

Technology Development Center-
Region 1
www.misbtdc.org/regionl

(906) 789-0558

“Your Success i1s Our Reward”
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MICHIGAN
SMALL BUSINESS
& TECHNOLOGY

DEVELOPMENT CENTER™

Baragp
KBIGAKi Garter
(906) 54-2222

[ron Mauntain
WHooneCate
(906) 7742002

ManigiqueEDC
Court House
(906) A1-5126

S. IgnaceEDC
Gout House
(06) 643-7307

Region 1

Escanaba (Jod) Escanaba (Jim) HarenceEDC Iron County EDC
MidigenWorkd JFB MichigenWorkd SaviceGater Gout Houe Cout Houe
(906) 7300658 (6) 797X (715 528-32A (906) 8756633
Iron Mauntain Mearingte Chanber Menarines Menarminee
MidigenWorkd Savice Gater Inersstion41/64 Busness Devdgonat Corp. MidhigenWorkd SaviceGater
(V6774347 (906) 863-2679 (906) 863-2679 (906) 863-9%7
Manigtique Marquette LSCP Marquette St Se Marie
MicigenWorkd SviceGater Chenber MicdigenWorkd Savice Gater Crenter
(906) A1-1111 (906) 226-6601 (06) 228-3075 (906) 632-3301
Nenberry EDC Munisng Ontanegon EDC
Gourt House MiciganWorkd Gourt House Initid Sart-Up/Stheduling LanceWdfe  (906) 399-2647
(906) 293592 (9006) 3874937 (906) 8344138 Caunars JmBeaudhen (906) 280-1754

bd Shiz  (906) 280268




