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R & R Printing

1.0 Executive Summary

By focusing on its commitment to helping businesses obtain the printing products and services
they need, R & R Printing will increase its sales to more than $1.5 million in three years, while
improving the gross margin. R & R Printing will distinguish themselves by reinforcing reliability
and expertise with competitive pricing.

Highlights (Planned)

$1,600,000

$1,400,000

$1,200,000

$1,000,000 B sales
$800,000 [ Gross Margin
$600,000 B Net Profit

$400,000

$200,000

$0

2001 2002 2003

1.1 Objectives

1. Sell $750,000 in the first year.

2. Increase sales to more than $1.5 million by the third year.

3. Bring gross margin up above 30%, and maintain that level.

4. Retain client base from previous relationships, and obtain 20 new clients by the end of
the first year.

1.2 Mission

R & R Printing is dedicated to helping businesses obtain the printing products and services they
need. R & R Printing offers a high level of practical experience, know-how, and a network of
industry contacts, so clients save money and time by allowing a printing professional to handle
their printing needs. Very few print shops posess all the equipment and products that most
businesses require for all of their printing They rely on the knowledge of a professional that
can provide one-stop shopping for all services, paper, bindery, and graphics at a reasonable
cost, while overseeing the printing process to ensure the highest quality possible.

R & R Printing is such a vendor. We make it our number one goal that our clients receive the
quality of printing they need, with maximum efficiency and reliability. By providing fast
response, expertise, and high-quality solutions, R & R Printing generates satisfied repeat
customers. This provides a stable retainer base that creates consistent profits.
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R & R Printing

1.3 Keys to Success

The keys to the success in this business are:

e Consistent, timely, and accurate expertise and information to fulfill the client's printing
needs.

e Offer one-stop-shopping with competitive pricing for the quality of products and
services offered.

e Build long-term relations with clients to develop a loyal repeat customer base.

2.0 Company Summary

R & R Printing is a new print brokerage firm.

2.1 Company Ownership

R & R Printing is a sole-proprietorship owned by Robert M. Scott, operated by Robert M. Scott
and his wife Ronda E. Scott. The owner has extensive prior experience as a sales manager in
the printing industry. Incorporation will be explored as a later option.

2.2 Start-up Summary

Our initial start-up costs will amount to approximately $50,000, of which $15,000 will be used
to purchase office equipment and up-front manufacturing costs until credit is established with
vendors. Additionally, we project the need for a financial commitment of another $35,000 to
finance receivables and payroll expenses for the first 12 months of operation.
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R & R Printing

Table: Start-up

Start-up

Requirements

Start-up Expenses

Legal $200
Meet & Greet $600
Business Plan $200
Logo Design $1,500
Stationery $900
Insurance $4,000
Business Cards $500
Establish Credit $2,000
Initial Mailing $100
Process Funding $500
Process Receivables $15,000
Payroll $20,000
Office Equipment $4,500
Total Start-up Expense $50,000
Start-up Assets Needed

Cash Balance on Starting Date $5,000
Other Short-term Assets $0
Total Short-term Assets $5,000
Long-term Assets $0
Total Assets $5,000
Total Requirements $55,000
Funding

Investment

Owner $5,000
Investor 2 $0
Other $0
Total Investment $5,000
Short-term Liabilities

Accounts Payable $0
Current Borrowing $0
Other Short-term Liabilities $0
Subtotal Short-term Liabilities $0
Long-term Liabilities $50,000
Total Liabilities $50,000
Loss at Start-up ($50,000)
Total Capital ($45,000)
Total Capital and Liabilities $5,000
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Start-up
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2.3 Company Locations and Facilities

This is a home office venture, located in a studio in the owner's home.

3.0 Products and Services

R & R Printing provides print media and related services. We are especially focused on
providing the broadest possible types of print media, in addition to our knowledge and
expertise of the print industry.

3.1 Product and Service Description

R & R Printing is a full service agency that sells printing and related services. Products such as
business cards, letterhead, envelopes, brochures, booklets, business forms, posters,
catalogues and labels are manufactured and delivered on a timely and cost effective basis. The
added value of R & R Printing is its knowledge and expertise. Printing needs are evaluated and
assessed; ideas and solutions are offered for each client to meet their individual needs. Most
companies require a number of varied print media in order operate, market, and communicate
efficiently on a daily basis.
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R & R Printing

3.2 Competitive Comparison

The print industry is competitive. The way we differ is to define the vision of the company to
be a reliable and informative ally to our clients. Most printing companies can only afford a
small variety of printing equipment, therefore can only offer a limited type of print media. We
maintain close contact with several print manufacturers, paper distributors, and graphic
specialists in order to offer most any type of printing on any type of paper at a competitive
price. We know where to turn for all types of printing, this saves our clients money and time
that would be wasted searching this broad field for each precise need.

3.3 Sales Literature

The business will begin with an introductory letter to all former and prospective clients sharing
our exciting news of the creation of our business. We will include our business cards with each
letter to ensure easy access to our business number, mobile numbers, fax number, email
address and physical address. This letter will be developed as part of the start-up expenses.

3.4 Sourcing

R & R Printing has established relationships with several trade-only print companies and paper
distribution companies. Two of the trade-only print companies and three of the paper
distribution companies have been selected as our primary vendors. We have been able to
identify opportunities to capture margins of up to 45% for certain parties. Sourcing
opportunities will be continually evaluated.

3.5 Technology

We use QuickBooks Pro™ software for accounting, purchasing, taxes, estimating, and
invoicing. Act 2000™ is a sales based software that enables us to keep track and effectively
manage client accounts. Talkworks Pro™ is a communication software that acts as voice mail,
fax machine, and message notification, so that we can keep in close contact with our clients
and vendors. These three previously mentioned software programs integrate with each other
so to minimize redundancy.

Our business plan will be generated on an annual basis using Business Plan Pro™ software,
and will be evaluated quarterly.

Most printing customers provide artwork on electronic digital files. We will maintain contacts
with vendors who use the most current versions of graphics, printing, and publishing software
from such companies as Adobe®, Corel®, Broderbund®, among others. This allows for the
artwork to be recreated exactly to the clients specifications.
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3.6 Future Products and Services

Within the next year we will implement a website for R & R Printing to process quote request
and repeat orders.

4.0 Market Analysis Summary

R & R Printing focuses on local large businesses that utilize a variety of printed materials.

4.1 Market Segmentation

Our market segmentation scheme allows room for estimates and non-specific definitions. We
focus on large companies, and it is hard to find information to make exact classifications. Our
target companies are large enough to utilize a great deal of print products, but small enough
that they do not have in-house printing equipment. We say that our target market company

has at least 50 people.

4.2 Target Market Segment Strategy

Our target markets are larger companies that utilize diverse printed materials. We chose this
group because the marketing and purchasing departments are generally too busy to research
and follow a printed product from beginning to end. They usually rely on the expertise and
knowledge of a print vendor they can trust. The focal point of our marketing strategy will be
direct face-to-face contact with those individuals that make the print vendor choice.

4.2.1 Market Needs

The most important market needs are knowledge, reliability, pricing, timely completion and
high quality. One of the key points of our strategy is to focus on those decision making
individuals that know and understand these needs.

4.2.2 Market Growth

According to the December 1999 issue of Fortune Magazine, Dallas was ranked number one in
their "Best Cities for Business" article. They noted that the Dallas economy is growing at 4.8%
annually, significantly above the national average. According to the publication Greater Dallas
Chamber, for the year 2000 there are more than 140,000 businesses in the Dallas area, and
more that 5,000 corporate headquarters. Eleven of the nation's largest private firms are
located in Dallas and 19 Fortune 500 public headquarters. There are 43 colleges and
universities. All of these businesses use printed products. As these businesses grow so does
their need for printed material.

Printing is one of the largest manufacturing industries in the United States. According to Ron
Davis, Ph.D in his report in the PIA 2000 Print Market Atlas, "print markets should remain
healthy, providing printers with many opportunities for success." He states that print sales
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R & R Printing

should rise five to six percent, adjusted for inflation and the increase is at three to four
percent. The five to 10 year outlook looks quite similar.

4.3 Industry Analysis

The following is a description of market segmentation, strategies, and industry analysis.

4.3.1 Industry Participants

The printing industry is similar to many others. There are;

e Large national franchises, such as Minute Man, Sir Speedy and Kinkos.

e Large local commercial printing companies that do large projects, such as the J. C.
Penney Catalogue.

e Medium sized commercial printing companies that produce large quantity of full color
work, such as 50,000 full color brochures or flyers.

e Small quick print shops, that are individually owned, that do work such as copy,
stationery, business cards, newsletters, etc.

e Print brokers provide all the above as one-stop-shopping.

The Printing Industries of America, Inc. (PIA) gives some indication of the number of local
participants in its PIA 2000 Print Market Atlas. Dallas ranked eighth in the United States with
804 print facilities, 18,009 employees, and producing 2.4 billion pieces of print media per year.
According to Printing Manager Online Experts, the printing field is dominated by relatively
small, privately owned businesses.

4.3.2 Distribution Patterns

The primary distribution pattern in the printing business is from supplier to agent to consumer.
The agent can be an in-house sales person or independent broker.

4.3.3 Competition and Buying Patterns

Printing is generally considered a commodity bought at the lowest price on a bid basis for
every job. Service, quality, reputation, and timely production are also factors that effect the
final decision to whom the project is awarded.
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R & R Printing

4.3.4 Main Competitors

Other Print Brokers:

There are numerous print brokers already established. Some of which have been highly
successful due to their number of years in the business and established client base. These
brokers already have more work than they can handle.

Commercial Printing Companies:

This field is dominated by individually owned print shops that can turn around the work quickly
when sold in-house. However, high turnover in employees, especially sales people, makes it
hard for them to retain long-term clients.

5.0 Strategy and Implementation Summary

In order to reach its goal of becoming a successful printing company, R & R Printing will adopt
the following strategy:

1. Emphasize expertise, professionalism, and reliability.
2. Build a long-term relationship-oriented business.
3. Provide solutions, service, and quality printing to our clients.

5.1 Strategy Pyramids

R & R Printing's marketing efforts depend on recognition for expertise, professionalism, and
reliability. It starts with our known contacts, recommendations from satisfied clients, and
continues with long-term fulfillment of our promises.

We have already developed a database of contacts from previous sales positions. We utilize
our database to make regular contact and updates; most of our contact is face-to-face. This
keeps our name and reputation in view of the customer as much as possible, so when a print
need approaches these consumers choose R & R Printing for their printing needs.

5.2 Value Proposition

Our value proposition has to be different from the standard printing vendor. We offer our
clients a vendor who is an ally, who is going to work for them and with them to obtain the
product and service they want. Our confidence and ability translates into confidence for the
consumer and a starting point towards developing long-term relationships and trust.
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5.3 Competitive Edge

Our most important competitive edge is our relationship with our clients as a strategic ally. By
building a business based on long-standing relationships with satisfied clients we
simultaneously build defenses against competition. The longer the relationship stands, the
more we help our clients understand what we offer and why they need it.

5.4 Marketing Strategy

R & R Printing adheres to the theory that the goal of business is to create and keep customers.
The marketing strategy will reflect this goal as R & R builds its reputation. Our focus will be:

1. Reliability, expertise, and quality.

2. Building long-term personal relationships with those that make the printing decisions
for a company.

3. Establishing face-to-face contact with the client as much as possible.

5.4.1 Positioning Statements

For business professionals who want their printing accurate, on time, with the utmost
reliability, R & R Printing is a vendor and ally who ensures high quality printing, fair pricing,
and personal service. Unlike other printing vendors, R & R Printing establishes personal long-
term relationships, goes to the customer to offer proactive ideas, solutions, services and
quality printing.

5.4.2 Pricing Strategy

Much of our pricing is determined by market standards. R & R Printing will attempt to maintain
margins of 30% to 35%. We will make every effort to maintain a competitive pricing policy.

5.4.3 Promotion Strategy

During our first few weeks of operation, we plan to mail a personal letter to all of our previous
contacts, expressing our excitement of our new company, and offer quality printing and
service. We will enclose our business cards in each letter so all contact information is easily
accessible. We will also call and go directly to previous contacts in order to emphasize our
personal service. We will depend on word of mouth by our satisfied clients, which will always
be our most important means of promotion.
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R & R Printing

5.4.4 Distribution Strategy

R & R Printing's distributing strategy will focus on the the target market in the Dallas area to
whom it will sell directly.

5.4.5 Marketing Programs

The most important marketing program for R & R Printing is to get the word out, through a
combination of the following:

1.

Sending a letter of announcement with enclosed business cards to all existing contacts.
Ronda Scott will be responsible with a budget of $1,500 and a milestone date of
September 5, 2000. This program is intended to inform them of our services, excite the
potential clients about our new endeavor, and create interest in R & R Printing.
Achievement should be measured by the number of requests for printing quotes by
these individuals.

Making personal contact by calling and paying a personal visit to existing contacts. Rob
Scott will be responsible with a budget of $600 and a milestone of October 10, 2000.
This program is intended to establish personal relationships, and inform the contacts of
our services. Achievement should be measured by the number of requests for printing
quotes by these individuals.

5.5 Sales Strategy

Sales strategy for R & R Printing is simple and straightforward: customer satisfaction. Happy
customers will be repeat customers, and they will provide referrals to new customers.

Sales forecast figures are based on Rob Scott's last five years of performance in this field while
employed by another printing company.

Sales projections are detailed in the Sales by Year chart.
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5.5.1 Sales Forecast
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The important elements of the sales forecast are shown in the Sales Monthly chart and table.
We expect a steady fast paced growth during the first year. Sales growth is estimated to grow
at an estimated 50% annually through the first three years of operation.
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R & R Printing

Table: Sales Forecast (Planned)

Sales Forecast

Sales 2001 2002 2003
Rob Scott's Sales $750,000 $1,250,000 $1,500,000
Other $0 $0 $0
Total Sales $750,000 $1,250,000 $1,500,000
Direct Cost of Sales 2001 2002 2003
Rob Scott's Sales $559,600  $875,000 $1,050,000
Other $0 $0 $0
Subtotal Direct Cost of Sales $559,600  $875,000 $1,050,000

5.6 Milestones

The accompanying table lists important program milestones, with dates, responsible parties,

and budgets for each. The milestone schedule indicates our emphasis on planning for

implementation.

What the table does not show is the commitment behind it. We will hold follow-up meetings
every month to discuss accomplishments, variances and course corrections.

Milestones (Planned)

Business Plan [ ]
Logo Design [
Stationery

Business Cards

m
=

Credit Established

—

Initial Mailing

Meet & Greet

Financial Backing

-
-
I

Loyalty Presentation

et ——— B————————

Office Equipment & Supplies

I

Christmas Mailing

Name me

Aug

Sep Oct

Dec
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Table: Milestones (Planned)

Milestones

Milestone Start Date  End Date Budget Manager Department
Business Plan 8/20/00 8/30/00 $200 Ronda Department
Logo Design 8/20/00 8/30/00 $1,500 Rob Department
Stationery 8/27/00 9/1/00 $900 Rob & Ronda Department
Business Cards 8/27/00 9/1/00 $500 Rob & Ronda Department
Credit Established 9/1/00 9/15/00 $2,000 Rob & Ronda Department
Initial Mailing 8/30/00 9/5/00 $100 Ronda Department
Meet & Greet 8/30/00 9/10/00 $600 Rob Department
Financial Backing 8/20/00 9/10/00 $500 Rob & Ronda Department
Loyalty Presentation 9/15/00  12/31/00 $1,500 Rob & Ronda Department
Office Equipment & 8/20/00 10/1/00 $4,500 Rob & Ronda Department
Supplies

Christmas Mailing 11/15/00  12/15/00 $250 Ronda Department
Name me 8/1/00 8/1/00 $0

Totals $12,550

6.0 Management Summary

The initial management team depends on the founders themselves. Our management

philosophy is based on responsibility and mutual respect. Our team includes Rob Scott and
Ronda Scott. Rob will handle sales responsibilities, and Ronda will handle all administrative

tasks.

6.1 Management Team

Rob Scott, owner: 36 years old, B.A. Geology with Business minor, Southwest Texas State.

Rob has 10 years experience in direct selling, including five years as sales manager at

Montgomery Press. As a printing sales person at Montgomery Press he increased his sales on
an average of 45% per year for five consecutive years, this yielded a 640% increase in his

overall sales.

Ronda Scott, president: 36 years old, B.S. Biology, Texas Woman's University. Ronda has even
years experience in sales and service industries.

Donna Elston, accounting consultant. Retired comptroller for Rodger Meier Cadillac. Over 25
years experience in business accounting. Donna will act as consultant and advisor for R & R

Printing accounting and administrative needs.
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R & R Printing

7.0 Financial Plan

R & R Printing's financial plan is detailed in following sections. Preliminary estimates suggest
that we will experience a steady growth in the first year of operation. Income estimates are
based, in part, on anticipated revenues from accounts that were secured by Rob Scott in his

prior sales position. R & R Printing also anticipates an increase in gross margin and sales

volume. Thus, the overall financial plan presents a conservative but realistic depiction of R & R

Printing's financial position.

7.1 Important Assumptions

R & R Printing assumes the following:

e Market growth projections for the printing industry are accurate.

e National economic conditions, which are favorable to the printing industry, will not

experience significant decline in the next three years.

e Conditions will remain favorable for service providers and R & R Printing will be able to
maintain those relationships.

Table: General Assumptions

General Assumptions

2001 2002 2003

Short-term Interest Rate % 10.00% 10.00% 10.00%
Long-term Interest Rate % 10.00% 10.00% 10.00%
Tax Rate % 30.00% 30.00% 30.00%
Expenses in Cash % 10.00% 10.00% 10.00%
Sales on Credit % 100.00 100.00 100.00
% % %

Personnel Burden % 0.00% 0.00% 0.00%
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7.2 Key Financial Indicators

The following chart indicates R & R Printing's key financial indicators for the first three years of
business. R & R Printing anticipates growth in sales with relatively stable operating expenses.
Favorable economic conditions and forecasts of continued growth in the printing market
support R & R Printing planned financial success.

Benchmarks (Planned)

B 2000
¥ 2001
B 2002

o O O P B FBP B BB N DNMNDN

Sales | Gross | OpEx | AR Est. |
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7.3 Break-even Analysis

The following table details R & R Printing's break-even analysis.

Break-even calculations assume a 25% to 30% gross margin. This is a conservative estimate,
and it will be improved as strategic relationships develop and the benefits of R & R Printing
offerings are realized by customers.

$1,000

$500

$0

($500)

($1,000)

Break-even Analysis

/

_—]

—

$0

$1,200

$2,400 $3,600

Monthly break-even point

Break-even point = where line intersects with 0

Table: Break-even Analysis

Break-even Analysis:

Monthly Units Break-even 3,545
Monthly Sales Break-even $3,545
Assumptions:

Average Per-Unit Revenue $1.00
Average Per-Unit Variable Cost $0.75
Estimated Monthly Fixed Cost $900

Page 16



R & R Printing

7.4 Projected Profit and Loss

R & R Printing's profit picture improves as operations progress into the second quarter of
operation. R & R Printing anticipates improving its gross margin from 25% in year one to 30%
in year two. Annual estimates of profit and loss are detailed in the following table.

Table: Profit and Loss (Planned)

Pro Forma Profit and Loss

2001 2002 2003
Sales $750,000 $1,250,000 $1,500,000
Direct Cost of Sales $559,600  $875,000 $1,050,000
Other $0 $0 $0
Total Cost of Sales $559,600  $875,000 $1,050,000
Gross Margin $190,400  $375,000  $450,000
Gross Margin % 25.39% 30.00% 30.00%
Operating Expenses:
Meet & Greet $3,600 $3,600 $3,600
Gas Expense $2,400 $2,400 $2,400
Miscellaneous $0 $0 $0
Payroll Expense $0 $0 $0
Payroll Burden $0 $0 $0
Depreciation $0 $0 $0
Leased Equipment $0 $0 $0
Utilities $0 $0 $0
Insurance $4,800 $4,800 $4,800
Rent $0 $0 $0
Contract/Consultants $0 $0 $0
Total Operating Expenses $10,800 $10,800 $10,800
Profit Before Interest and Taxes $179,600  $364,200  $439,200
Interest Expense Short-term $0 $0 $0
Interest Expense Long-term $4,533 $3,470 $2,450
Taxes Incurred $52,520  $108,219  $131,025
Extraordinary Items $0 $0 $0
Net Profit $122,547 $252,511 $305,725
Net Profit/Sales 16.34% 20.20% 20.38%
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7.5 Projected Cash Flow

Monthly cash flow is shown in the following illustration. Annual cash flow figures are estimated
based on collection days included in the table. Annual cash flow for the first year of operation
becomes positive in the second quarter of operation.

Cash (Planned)

$100,000 -

$80,000 |

$60,000

B Net Cash Flow
[ cash Balance

$40,000

$20,000

$0

($20,000)
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Table: Cash Flow (Planned)

Pro Forma Cash Flow 2001 2002 2003
Cash Received
Cash from Operations:
Cash Sales $0 $0 $0
From Receivables $672,667 $1,198,444 $1,474,222
Subtotal Cash from Operations $672,667 $1,198,444 $1,474,222
Additional Cash Received
Extraordinary Items $0 $0 $0
Sales Tax, VAT, HST/GST Received $0 $0 $0
New Current Borrowing $0 $0 $0
New Other Liabilities (interest-free) $0 $0 $0
New Long-term Liabilities $0 $0 $0
Sales of other Short-term Assets $0 $0 $0
Sales of Long-term Assets $0 $0 $0
New Investment Received $0 $0 $0
Subtotal Cash Received $672,667 $1,198,444 $1,474,222
Expenditures 2001 2002 2003
Expenditures from Operations:
Cash Spent on Costs and Expenses $62,745 $99,749  $119,428
Wages, Salaries, Payroll Taxes, etc. $0 $0 $0
Payment of Accounts Payable $508,973  $864,871 $1,057,368
Subtotal Spent on Operations $571,719  $964,620 $1,176,795
Additional Cash Spent
Sales Tax, VAT, HST/GST Paid Out $0 $0 $0
Principal Repayment of Current Borrowing $0 $0 $0
Other Liabilities Principal Repayment $0 $0 $0
Long-term Liabilities Principal Repayment $10,200 $10,200 $10,200
Purchase Other Short-term Assets $0 $0 $0
Purchase Long-term Assets $0 $0 $0
Dividends $0 $0 $0
Adjustment for Assets Purchased on Credit $0 $0 $0
Subtotal Cash Spent $581,919  $974,820 $1,186,995
Net Cash Flow $90,748 $223,624  $287,227
Cash Balance $95,748 $319,372 $606,599
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R & R Printing

7.6 Projected Balance Sheet

The Projected Balance Sheet is quite solid. We do not project any trouble meeting our debt
obligations -- as long as we can achieve our specific objectives.

Table: Balance Sheet (Planned)

Pro Forma Balance Sheet

Assets
Short-term Assets 2001 2002 2003
Cash $95,748 $319,372 $606,599
Accounts Receivable $77,333  $128,889  $154,667
Other Short-term Assets $0 $0 $0
Total Short-term Assets $173,081  $448,261  $761,266
Long-term Assets
Long-term Assets $0 $0 $0
Accumulated Depreciation $0 $0 $0
Total Long-term Assets $0 $0 $0
Total Assets $173,081  $448,261  $761,266
Liabilities and Capital

2001 2002 2003
Accounts Payable $55,734 $88,603  $106,083
Current Borrowing $0 $0 $0
Other Short-term Liabilities $0 $0 $0
Subtotal Short-term Liabilities $55,734 $88,603  $106,083
Long-term Liabilities $39,800 $29,600 $19,400
Total Liabilities $95,534 $118,203 $125,483
Paid-in Capital $5,000 $5,000 $5,000
Retained Earnings ($50,000) $72,547  $325,058
Earnings $122,547 $252,511 $305,725
Total Capital $77,547  $330,058  $635,783
Total Liabilities and Capital $173,081  $448,261  $761,266
Net Worth $77,547 $330,058 $635,783

7.7 Business Ratios

The following table details our primary business ratios. Initial analysis indicates that R & R
Printing ratios for profitability, risk, and return are financially favorable and will improve
greatly in year two of operation. Business ratios for the years of this plan are shown below.
Industry profile ratios based on the Standard Industrial Classification (SIC) code 2752,
Commercial Printing, Lithographic, are shown for comparison.
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R & R Printing

Table: Ratios (Planned)

Ratio Analysis

2000 2001 2002 Industry Profile
Sales Growth 0.00% 66.67% 20.00% 1.00%
Percent of Total Assets
Accounts Receivable 44.68% 28.75% 20.32% 25.80%
Inventory 0.00% 0.00% 0.00% 8.10%
Other Short-term Assets 0.00% 0.00% 0.00% 24.00%
Total Short-term Assets 100.00% 100.00% 100.00% 57.90%
Long-term Assets 0.00% 0.00% 0.00% 42.10%
Total Assets 100.00% 100.00% 100.00% 100.00%
Other Short-term Liabilities 0.00% 0.00% 0.00% 32.20%
Subtotal Short-term Liabilities 32.20% 19.77% 13.94% 28.70%
Long-term Liabilities 22.99% 6.60% 2.55% 25.40%
Total Liabilities 55.20% 26.37% 16.48% 54.10%
Net Worth 44.80% 73.63% 83.52% 45.90%
Percent of Sales
Sales 100.00% 100.00% 100.00% 100.00%
Gross Margin 25.39% 30.00% 30.00% 30.00%
Selling, General & Administrative Expenses 9.05% 9.80% 9.62% 15.60%
Advertising Expenses 0.48% 0.29% 0.24% 0.50%
Profit Before Interest and Taxes 23.95% 29.14% 29.28% 2.30%
Main Ratios
Current 3.11 5.06 7.18 1.61
Quick 3.11 5.06 7.18 1.19
Total Debt to Total Assets 55.20% 26.37% 16.48% 57.60%
Pre-tax Return on Net Worth 237.45% 111.40% 69.47% 4.20%
Pre-tax Return on Assets 106.38% 82.02% 58.02% 10.00%
Business Vitality Profile 2000 2001 2002 Industry
Sales per Employee $750,000 $1,250,000 $1,500,000 $0
Survival Rate 0.00%
Additional Ratios 2000 2001 2002
Net Profit Margin 16.34% 20.20% 20.38% n.a
Return on Equity 158.03% 76.50% 48.09% n.a
Activity Ratios
Accounts Receivable Turnover 9.70 9.70 9.70 n.a
Collection Days 19 30 34 n.a
Inventory Turnover 0.00 0.00 0.00 n.a
Accounts Payable Turnover 10.13 10.13 10.13 n.a
Total Asset Turnover 4.33 2.79 1.97 n.a
Debt Ratios
Debt to Net Worth 1.23 0.36 0.20 n.a
Short-term Liab. to Liab. 0.58 0.75 0.85 n.a
Liguidity Ratios
Net Working Capital $117,347 $359,658 $655,183 n.a
Interest Coverage 39.62 104.96 179.27 n.a
Additional Ratios
Assets to Sales 0.23 0.36 0.51 n.a
Current Debt/Total Assets 32% 20% 14% n.a
Acid Test 1.72 3.60 5.72 n.a
Sales/Net Worth 9.67 3.79 2.36 n.a
Dividend Payout $0 0.00 0.00 n.a
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Appendix

Appendix Table: Sales Forecast (Planned)

Sales Forecast

Sales Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Rob Scott's Sales $30,000 $40,000 $50,000 $55,000 $60,000 $65,000 $70,000 $72,000 $75,000 $75,000 $78,000 $80,000
Other $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Sales $30,000 $40,000 $50,000 $55,000 $60,000 $65,000 $70,000 $72,000 $75,000 $75,000 $78,000 $80,000
Direct Cost of Sales Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Rob Scott's Sales $24,000 $32,000 $40,000 $44,000 $45,000 $48,750 $52,500 $54,000 $56,250 $52,500 $54,600 $56,000
Other $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Subtotal Direct Cost of Sales $24,000 $32,000 $40,000 $44,000 $45,000 $48,750 $52,500 $54,000 $56,250 $52,500 $54,600 $56,000
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Appendix Table: General Assumptions

General Assumptions

Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Short-term Interest Rate % 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00%
Long-term Interest Rate % 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00%
Tax Rate % 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00% 30.00%
Expenses in Cash % 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00%
Sales on Credit % 100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%  100.00%
Personnel Burden % 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
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Appendix Table: Profit and Loss (Planned)

Pro Forma Profit and Loss

Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Sales $30,000 $40,000 $50,000 $55,000 $60,000 $65,000 $70,000 $72,000 $75,000 $75,000 $78,000 $80,000
Direct Cost of Sales $24,000 $32,000 $40,000 $44,000 $45,000 $48,750 $52,500 $54,000 $56,250 $52,500 $54,600 $56,000
Other $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Cost of Sales $24,000 $32,000 $40,000 $44,000 $45,000 $48,750 $52,500 $54,000 $56,250 $52,500 $54,600 $56,000
Gross Margin $6,000 $8,000 $10,000 $11,000 $15,000 $16,250 $17,500 $18,000 $18,750 $22,500 $23,400 $24,000
Gross Margin % 20.00% 20.00% 20.00% 20.00% 25.00% 25.00% 25.00% 25.00% 25.00% 30.00% 30.00% 30.00%
Operating Expenses:
Meet & Greet $300 $300 $300 $300 $300 $300 $300 $300 $300 $300 $300 $300
Gas Expense $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200
Miscellaneous $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Payroll Expense $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Payroll Burden $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Depreciation $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Leased Equipment $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Utilities $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Insurance $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400
Rent $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Contract/Consultants $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Operating Expenses $900 $900 $900 $900 $900 $900 $900 $900 $900 $900 $900 $900
Profit Before Interest and Taxes $5,100 $7,100 $9,100 $10,100 $14,100 $15,350 $16,600 $17,100 $17,850 $21,600 $22,500 $23,100
Interest Expense Short-term $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Interest Expense Long-term $417 $417 $408 $400 $391 $383 $374 $366 $357 $349 $340 $332
Taxes Incurred $1,405 $2,005 $2,608 $2,910 $4,113 $4,490 $4,868 $5,020 $5,248 $6,375 $6,648 $6,831
Extraordinary Items $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Net Profit $3,278 $4,678 $6,084 $6,790 $9,596 $10,477 $11,358 $11,714 $12,245 $14,876 $15,512 $15,938
Net Profit/Sales 10.93% 11.70% 12.17% 12.35% 15.99% 16.12% 16.23% 16.27% 16.33% 19.83% 19.89% 19.92%
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Appendix Table: Cash Flow (Planned)

Pro Forma Cash Flow Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Cash Received
Cash from Operations:
Cash Sales $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
From Receivables $1,000 $30,333 $40,333 $50,167 $55,167 $60,167 $65,167 $70,067 $72,100 $75,000 $75,100 $78,067
Subtotal Cash from Operations $1,000 $30,333 $40,333 $50,167 $55,167 $60,167 $65,167 $70,067 $72,100 $75,000 $75,100 $78,067
Additional Cash Received
Extraordinary Items $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Sales Tax, VAT, HST/GST Received 0.00% $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
New Current Borrowing $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
New Other Liabilities (interest-free) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
New Long-term Liabilities $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Sales of other Short-term Assets $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Sales of Long-term Assets $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
New Investment Received $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Subtotal Cash Received $1,000 $30,333 $40,333 $50,167 $55,167 $60,167 $65,167 $70,067 $72,100 $75,000 $75,100 $78,067
Expenditures Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Expenditures from Operations:
Cash Spent on Costs and Expenses $2,672 $3,532 $4,392 $4,821 $5,040 $5,452 $5,864 $6,029 $6,276 $6,012 $6,249 $6,406
Wages, Salaries, Payroll Taxes, etc. $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Payment of Accounts Payable $802 $24,308 $32,047 $39,653 $43,455 $45,487 $49,194 $52,827 $54,331 $56,401 $54,183 $56,287
Subtotal Spent on Operations $3,474 $27,840 $36,439 $44,474 $48,495 $50,939 $55,058 $58,856 $60,607 $62,413 $60,431 $62,693
Additional Cash Spent
Sales Tax, VAT, HST/GST Paid Out $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Principal Repayment of Current Borrowing $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Other Liabilities Principal Repayment $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Long-term Liabilities Principal Repayment $0 $0 $1,020 $1,020 $1,020 $1,020 $1,020 $1,020 $1,020 $1,020 $1,020 $1,020
Purchase Other Short-term Assets $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Purchase Long-term Assets $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Dividends $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Adjustment for Assets Purchased on Credit $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Subtotal Cash Spent $3,474 $27,840 $37,459 $45,494 $49,515 $51,959 $56,078 $59,876 $61,627 $63,433 $61,451 $63,713
Net Cash Flow ($2,474) $2,494 $2,874 $4,673 $5,652 $8,207 $9,088 $10,191 $10,473 $11,567 $13,649 $14,354
Cash Balance $2,526 $5,020 $7,894 $12,567 $18,219 $26,426 $35,514 $45,705 $56,178 $67,745 $81,394 $95,748
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Appendix Table: Balance Sheet (Planned)

Pro Forma Balance Sheet

Assets
Short-term Assets Starting Balances Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Cash $5,000 $2,526 $5,020 $7,894 $12,567 $18,219 $26,426 $35,514 $45,705 $56,178 $67,745 $81,394 $95,748
Accounts Receivable $0 $29,000 $38,667 $48,333 $53,167 $58,000 $62,833 $67,667 $69,600 $72,500 $72,500 $75,400 $77,333
Other Short-term Assets $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Short-term Assets $5,000 $31,526 $43,687 $56,228 $65,734 $76,219 $89,259 $103,181 $115,305 $128,678 $140,245 $156,794 $173,081
Long-term Assets
Long-term Assets $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Accumulated Depreciation $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Long-term Assets $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Assets $5,000 $31,526 $43,687 $56,228 $65,734 $76,219 $89,259 $103,181 $115,305 $128,678 $140,245 $156,794 $173,081
Liabilities and Capital

Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
Accounts Payable $0 $23,248 $30,730 $38,207 $41,942 $43,851 $47,435 $51,018 $52,449 $54,597 $52,308 $54,365 $55,734
Current Borrowing $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Other Short-term Liabilities $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Subtotal Short-term Liabilities $0 $23,248 $30,730 $38,207 $41,942 $43,851 $47,435 $51,018 $52,449 $54,597 $52,308 $54,365 $55,734
Long-term Liabilities $50,000 $50,000 $50,000 $48,980 $47,960 $46,940 $45,920 $44,900 $43,880 $42,860 $41,840 $40,820 $39,800
Total Liabilities $50,000 $73,248 $80,730 $87,187 $89,902 $90,791 $93,355 $95,918 $96,329 $97,457 $94,148 $95,185 $95,534
Paid-in Capital $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000
Retained Earnings ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000) ($50,000)
Earnings $0 $3,278 $7,957 $14,041 $20,831 $30,427 $40,905 $52,263 $63,977 $76,222 $91,098 $106,609 $122,547
Total Capital ($45,000) ($41,722) ($37,043) ($30,959) ($24,169) ($14,573) ($4,096) $7,263 $18,977 $31,222 $46,098 $61,609 $77,547
Total Liabilities and Capital $5,000 $31,526 $43,687 $56,228 $65,734 $76,219 $89,259 $103,181 $115,305 $128,678 $140,245 $156,794 $173,081
Net Worth ($45,000) ($41,722) ($37,043) ($30,959) ($24,169) ($14,573) ($4,095) $7,263 $18,977 $31,222 $46,098 $61,609 $77,547
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