
Money Matters

Demystifying Small 
Business Finance
Understand and manage your business money with ease. This guide provides 
clear, practical steps to demystify small business finance, helping you gain 
confidence and make informed decisions for your company's success.



Why Start with a Business Plan?
Before diving into financial statements and budgets, you need a clear roadmap. Your business plan is that essential foundation, making all 
other financial tools more meaningful and effective for guiding your venture.

Clarify Your Vision & Mission
Establish the core purpose, values, and long-term goals for your 
venture, setting a clear direction.

Understand Your Market & Strategy
Pinpoint your target audience, analyze competitors, and define 
your unique selling proposition to stand out.

Detail Operations & Management
Outline how your business will function day-to-day, including 
key processes and the team behind it.

Project Financial Needs & Growth
Use your plan to forecast funding requirements and potential 
returns, preparing you for investors and lenders.



What is a Business Plan?
A business plan is your essential roadmap for success, a comprehensive document that defines your venture's direction, strategy, and operations. 
It's not just a formal requirement, but a living guide that helps you make informed decisions, attract necessary investment, 
and keep your entire team focused on shared objectives.

A Guiding Roadmap
Provides a clear path forward, outlining how your business will 
operate and achieve its goals.

Attracts Investment
Presents a professional overview of your potential, crucial for 
securing funding from investors and lenders.

Keeps You Focused
Helps you stay on track with your vision and mission, ensuring all efforts 
align with long-term objectives.

Informs Decisions
Serves as a reference for strategic choices, market positioning, 
and operational adjustments.



The Essential Components of Your Business Plan
A well-structured business plan is crucial for guiding your venture. It provides a detailed roadmap, ensuring all stakeholders 

understand your vision, strategy, and financial outlook. 
01

Executive Summary
A concise overview of your company's mission, 

02

Company Description
Detail what your company is, its mission statement, legal structure, and 
specific objectives..

03

Market Analysis
Provide an in-depth analysis of your industry, 

04

Products/Services
Describe what you sell, outlining the features, benefits, and lifecycle of your 
offerings..

05

Marketing Strategy
Explain how you will reach your target customers, 

06

Operations Plan
Outline the day-to-day logistics of your business, including your location, 
facilities, equipment, production processes, and supply chain management.

07

Management Team
Introduce your key personnel, Discuss your organizational structure and any 
advisors or board members.

08

Financial Projections
Present your financial forecasts, including startup costs, income statements, 
cash flow projections, balance sheets, and funding requests. 



How to Build Your Business Plan: A Step-by-Step Guide
Building a robust business plan is an iterative process that helps clarify your vision and strategy. 

01

1. Conduct Thorough Research
Begin by researching your market, target audience, and competitors. 
Understand industry trends, customer needs, and what makes your offering 
unique. This foundation is crucial for realistic planning.

02

2. Define Your Core Vision
Clearly articulate your company's mission, vision, and values. Summarize your 
business idea, the problem it solves, and its proposed solution. This forms the 
heart of your executive summary.

03

3. Develop Your Strategy
Outline your go-to-market strategy, including branding, pricing, and sales 
channels. Detail your operational plan, management team, and key 
partnerships. Ensure every aspect is both ambitious and realistic.

04

4. Forecast Financials
Create detailed financial projections, including startup costs, income 
statements, cash flow forecasts, and break-even analysis. Clearly identify 
funding requirements and how funds will be utilized.

05

5. Write with Clarity
Draft your plan using clear, concise language. Avoid jargon and complex 
sentences. Ensure your message is easy to understand, well-organized, and 
presents a compelling narrative to your audience.

06

6. Review and Regularly Update
Your business plan is a living document. Get feedback from advisors, keep it 
realistic as circumstances change, and commit to updating it regularly to reflect 
new insights, market shifts, and company milestones.



The One-Page Business Plan: Your Planning Foundation
A one-page business plan serves as an essential foundational blueprint, designed to kickstart the development of your detailed strategy. 
This condensed format distills your core ideas, helping you organize initial thoughts, identify critical areas for expansion, and provide a clear framework for building
 a comprehensive business plan. 

1 Executive Summary & Vision
Outline your mission, vision, and the core problem your business addresses. 

2 Problem & Solution
Clearly articulate the specific customer pain point and your proposed solution. 

3 Target Market & Unique Value Proposition

Identify your primary customer segment and conceptualize what makes your offering distinct. 

4 Business Model & Marketing Approach
‘

Define your core revenue generation strategy and preliminary ideas for reaching customers. 
.

5 Team Highlights & Financial Ask

Identify key personnel or roles needed and initial funding considerations. 
.



The One-Page Business Plan as a Communication Tool

A one-page business plan excels as a dynamic communication tool, perfectly suited for pitches, investor meetings, and quick communication. 
It distills complex information into an easily digestible format, an efficient and impactful delivery of your core message to diverse audiences.

When to Use This Format
Use it when time is limited, such as initial investor pitches, networking events, or when
 introducing your business concept to new partners. 

Effectiveness for Communication

Its effectiveness lies in its brevity and clarity. It forces you to prioritize and articulate your
 most critical points, making your message memorable and easy to grasp. 

Specific Scenarios

Most valuable for securing first meetings with potential investors, engaging in strategic
 partnerships, or quickly onboarding new team members..

Tips for Compelling Communication
To make it compelling, use strong visuals, precise language, and quantifiable metrics. 
Tailor the content to your audience, emphasizing what matters most to them, 



Using Your Business Plan to Build Your Financial Story: 

                                      The Core Reports
P&L

Cash Flow

Balance Sheet



P&L Basics in Plain English
01

Revenue
Money earned from sales.

02

COGS
Direct cost to make what you sell.

03

Gross Profit
Revenue minus COGS.

04

Operating Expenses
Costs to run the business.

05

Net Income
Your actual profit.

Watch out for hidden costs like untracked discounts or extra "freebies" that can secretly reduce your profit.



How To Build a Simple P&L

Your P&L Structure
Keep your P&L simple with monthly columns and clear line 
items. You don't need fancy software; a basic spreadsheet 
works perfectly when organized right.

Your numbers come from existing financial records like 
bookkeeping software, bank statements, and sales reports.

Revenue Lines

Product sales, service fees, subscriptions – aim for 3-5 key categories.

COGS Lines

Direct costs for what you sell: materials, labor, shipping, payment fees.

Operating Expenses

Other costs to run your business: rent, payroll, marketing, utilities, etc. Keep it to 5-7 main 
categories.

Net Income

The final number showing if you made a profit or took a loss.

Quick Activity: Grab a piece of paper and list your top 3 revenue lines and your top 5 expenses. This is the skeleton of your P&L!



What a P&L Actually Looks Like
Here's a simplified example of a Profit & Loss statement for a small business:

ABC Coffee Shop - P&L for January 2024

Revenue:
Coffee Sales: $8,500
Food Sales: $3,200
Total Revenue: $11,700
Cost of Goods Sold:
Coffee & Supplies: $2,800
Food Costs: $1,100
Total COGS: $3,900
Gross Profit: $7,800
Operating Expenses:
Rent: $2,500
Wages: $3,200
Utilities: $400
Marketing: $300
Insurance: $200
Total Operating Expenses: $6,600
Net Income: $1,200

This statement shows that ABC Coffee Shop made $1,200 in profit during January after all expenses were accounted for.



Balance Sheet Basics: What You Own & Owe
Your Balance Sheet is a snapshot of your business's financial health at a specific moment. It shows what you own and what you owe, giving 
you a clear picture of where things stand right now.

Assets
What your business owns. (e.g., cash, 
equipment, inventory)

Liabilities
What your business owes. (e.g., bills, 
loans, credit cards)

Owner's Equity
Assets minus Liabilities. Your stake in 
the business.

Key Concepts That Matter

Working Capital

Current Assets - Current Liabilities. Shows if you have enough cash 
for short-term needs.

Current Ratio

Current Assets / Current Liabilities. A ratio above 1.0 is good; 
above 1.5 is great for lenders.



Balance Sheet: A Quick Practice
Let's quickly sort some common business items. Knowing where each piece fits helps you understand your financial health at a glance.

Current Assets
Cash, what customers owe you soon, and your inventory.

Long-Term Assets
Larger items like your delivery van or computer equipment.

Current Liabilities
Bills due soon, like credit cards or supplier invoices.

Long-Term Liabilities
Bigger debts due later, such as equipment loans.

Why Working Capital Matters:This is your immediate financial safety net. It shows if you have enough quick cash to cover your 
short-term bills, helping you handle tough times and look good to lenders.



What a Balance Sheet Actually Looks Like

ABC Coffee Shop - Balance Sheet as of January 31, 2024
ASSETS

Current Assets:
- Cash: $15,000
- Accounts Receivable: $2,500
- Inventory: $3,000
- Total Current Assets: $20,500
Long-Term Assets:
- Equipment: $25,000
- Less: Depreciation: ($5,000)
- Net Equipment: $20,000
- Total Assets: $40,500
LIABILITIES
Current Liabilities:
- Accounts Payable: $1,800
- Credit Card: $2,200
- Total Current Liabilities: $4,000
Long-Term Liabilities:
- Equipment Loan: $12,000
- Total Liabilities: $16,000
OWNER'S EQUITY
- Owner's Investment: $20,000
- Retained Earnings: $4,500
- Total Owner's Equity: $24,500

Total Liabilities + Equity: $40,500



Cash Flow in One Slide

Profit ≠ Cash
Understanding the Timing Gap
Being profitable on paper doesn't always mean you have cash in the 
bank. There's often a delay between earning money and actually 
receiving it.

Key reasons for this gap:

• Accounts Receivable: Invoices sent, but not yet paid.
• Accounts Payable: Money owed, but not yet paid out.
• Inventory: Cash tied up in products on shelves.

13-Week Cash View

A rolling forecast showing exactly when money comes in and 
goes out. It's your early warning for cash shortages.

Why It Matters

Crucial for seasonal businesses, rapid growth, or tight budgets. 
Plan cash flow to avoid financial surprises.



Budgeting 101: Plan Before You Spend
A budget isn't about restricting spending, it's about smart planning. It's your financial roadmap to reach your business goals and stay on 
track, even when things change.

Fixed vs. Variable
Understand costs that stay the same (rent) 
vs. those that change with sales (materials). 
This helps you forecast better.

Needs vs. Wants
Identify essential expenses from optional 
ones. If revenue drops, you'll know what to 
cut first without harming your business.

Revenue Scenarios
Plan for three revenue levels: conservative, 
realistic, and optimistic. This prepares you 
for any financial outcome.



Your Mini-Budget in Action
The Key Lines Every Small Business Owner Needs to Track

1 Sales Revenue
What you expect to earn. Be realistic!

2 Cost of Goods Sold
The direct cost to make or deliver your product/service.

3 Gross Margin %
Your profit after covering direct costs. Guard this fiercely!

4 Operating Expenses
Your regular business expenses (rent, salaries, marketing, etc.). Keep them lean.

5 Owner Pay & Taxes
Don't forget to pay yourself and set aside money for taxes.

6 Net Income
Your final profit. Aim for 10%+ to reinvest and build savings.

Activity (5 minutes): Sketch out one month of your budget using the lines above. Then show what happens when sales drop 10%. Which expenses can 
flex? Which can't? This exercise reveals your true cost structure and financial resilience.



Pricing & Break-Even: Your Decision Helper

For Products: Know Your Unit Economics
It's simple: Price – Cost to Make = Gross Profit per Unit.

This is the money left to cover your business costs and make a 
profit. If it costs you $20 to make a product you sell for $50, you 
have $30 to work with.

Break-Even Point

How many units do you need to sell just to cover your fixed costs?

Every unit sold after your break-even point is pure profit.

For Services: Value Your Time
Think about your Billable Hours × Hourly Rate = Revenue.

Remember, not all your time is billable. Factor in time for admin, 
marketing, and growth.

60%

Billable Time

A good rule of thumb is 60-70% of your work week is billable.

If your pricing or break-even seems off, you likely need to adjust 
costs, pricing, or margins to stay viable.



Healthy Pricing Ratios: The Golden Rules
Pricing is more than just covering costs; it's about valuing your product or service and ensuring sustainable growth. Understanding the relationship between your 
cost, markup, and selling price is crucial for profitability.

Cost
The total expense to produce or acquire your 
product/service.

Markup
The amount added to your cost to cover 
overhead and generate profit.

Selling Price
The final price your customer pays, yielding your 
gross margin.

For example, if your product costs $20 to make, you should aim to sell it for $40-50 to achieve a healthy 50-60% gross margin. Higher margins give you more 
flexibility for future discounts, increased marketing efforts, and ultimately, greater profit retention within your business.

Products
Target Gross Margin: 50-70%

Services
Target Gross Margin: 60-80%

Retail
Target Gross Margin: 30-50%

Warning: Pricing your offerings too low is a common mistake. It not only leaves money on the table but can also undervalue your brand and make it 
difficult to cover operational costs or reinvest in growth.



Competitive Pricing Strategies
Beyond your internal costs, market dynamics significantly influence your optimal pricing. Understanding your competitors and your unique 
value proposition allows you to strategically position your offerings.

Research Competitor Pricing
Analyze how competitors price similar products or services. Look 
at their features, quality, target audience, and any perceived 
value. This helps you benchmark and identify gaps or 
opportunities in the market.

Define Your Market Position
Decide whether you want to be a premium (higher price, superior 
value), competitive (similar to peers, focus on differentiation), or 
value (lower price, higher volume) provider. This choice should 
align with your brand, costs, and target customers.

Leverage Your Value Proposition
If your product/service offers unique benefits or solves a 
customer problem more effectively, a premium price may be 
justified. If your offering is more standard, focus on efficiency or 
customer experience to maintain competitive pricing.

Balance Cost-Based with Market Realities
While costs set your pricing floor, market demand and 
competitor prices set the ceiling. Don't rely solely on cost-plus 
pricing; always consider what customers are willing to pay and 
how your price compares to perceived value. Be ready to adjust 
based on market conditions.



Funding Landscape: What Options Fit?
Picking the right funding is crucial for your business. Match the funding type to your specific needs and stage to thrive, not just survive.

Friends & Family
Often the first step. Keep it professional with clear terms.

Microloans & CDFIs
Smaller loans ($5K-$50K) with flexible terms for new businesses.

SBA Loans
Government-backed loans up to $5M. Good rates for established 
businesses.

Bank Loans
Best rates, but you'll need strong financials and collateral.



Your Funding Package: The Essential Checklist
Preparing a tidy funding package shows lenders you're serious. Get these key items ready to streamline your application process.

Financial Statements
Provide your business's Profit & Loss, Balance Sheets (or 
projections), and recent bank statements.

Tax & Personal Info
Include your last two years of business and personal tax returns, plus 
a personal financial statement.

Debts & Payables
Detail your current debts and show your accounts receivable (money 
owed to you) and accounts payable (money you owe).

Collateral & Plan
List any assets you're offering as collateral, provide a simple business 
plan, and explain how you'll use and repay the funds.

Presentation Tips

Organize all documents neatly in PDF format, using clear file names (e.g., BusinessName_PNL_2023.pdf). This makes a great impression!



Your Projections: Key Assumptions & What If?
Your projections are built on assumptions. Lenders and investors will check them, so be clear and test them.

Conversion Rates
How many leads become customers? Use real data.

Average Transaction
What's your typical sale amount? Track this.

Utilization Rate
For service businesses: how many hours can you 
actually bill?

Growth Rate
How fast can you grow? Be realistic, not optimistic.

Sensitivity Testing: The +/- 10% Rule

Model what happens if sales drop by 10%. Fixed costs stay, variable costs should 
decrease.

This shows your financial flexibility. If a small sales dip kills profit, your model is 
fragile. Aim for strong margins and cost flexibility.



Tell Your Story: The Lender's Narrative
Numbers are important, but lenders also want to hear your story in your own words. A clear, confident narrative that covers key points can make all the difference.

What You Need
Clearly state the exact amount you're asking for and the type of financing (e.g., a $75,000 term loan for new equipment).

How You'll Use It
Break down exactly how every dollar will be spent. Show specific items like equipment purchases, upgrades, or working capital.

How It Helps You Grow
Explain how this investment will boost revenue and cash flow. Focus on measurable outcomes, like increased capacity or new sales opportunities.

Your Repayment Plan
Outline how you'll pay back the loan. Show the math and demonstrate you have enough cash flow to cover the payments comfortably.

Risks & Solutions
Be honest about potential challenges and how you plan to overcome them. This shows you're realistic and prepared.

Your Own Investment
Mention how much of your own money you're putting into the business. It proves your commitment.

Keep it concise: Aim for a short, powerful narrative. Start with your request, explain the impact on growth, and end with repayment confidence. Clear and brief is best!



90-Second Financial Implementation Challenge!
What to Include in Your Presentation

Financial Tools for Implementation
Which financial tools do you have in place now and what other tools do you plan to implement and when (e.g., P&L tracking, 
budgeting, cash flow monitoring, Business Planning)

Goals & Metrics
What specific financial goals and metrics will you track to measure success?

Financial Habits Integration
What financial habits will you build into your daily/weekly business routine?
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