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NOTICES REQUIRED BY LAW
The following is a brief summary of the laws applicable to this solicitation of information.
Paperwork Reduction Act (44 U.S.C. Chapter 35)

SBA is collecting the information on this form to make a character and credit eligibility decision to fund or deny you
a loan or other form of assistance. The information is required in order for SBA to have sufficient information to
determine whether to provide you with the requested assistance. The information collected may be checked
against criminal history indices of the Federal Bureau of Investigation.

Privacy Act (5 U.S.C. § 552a)

Any person can request to see or get copies of any personal information that SBA has in his or her file, when that
file is retrieved by individual identifiers, such as name or social security numbers. Requests for information about
another party may be denied unless SBA has the written permission of the individual to release the information to
the requestor or unless the information is subject to disclosure under the Freedom of Information Act.

Under the provisions of the Privacy Act, you are not required to provide your social security number. Failure to
provide your social security number may not affect any right, benefit or privilege to which you are entitled.
Disclosures of name and other personal identifiers are, however, required for a benefit, as SBA requires an
individual seeking assistance from SBA to provide it with sufficient information for it to make a character
determination. In determining whether an individual is of good character, SBA considers the person's integrity,
candor, and disposition toward criminal actions. In making loans pursuant to section 7(a)(6) the Small Business
Act (the Act), 15 USC § 636 (a)(6), SBA is required to have reasonable assurance that the loan is of sound value
and will be repaid or that it is in the best interest of the Government to grant the assistance requested.
Additionally, SBA is specifically authorized to verify your criminal history, or lack thereof, pursuant to section
7(a)(1)(B), 15 USC § 636(a)(1)(B). Further, for all forms of assistance, SBA is authorized to make all
investigations necessary to ensure that a person has not engaged in acts that violate or will violate the Act or the
Small Business Investment Act,15 USC §§ 634(b)(11) and 687b(a). For these purposes, you are asked to
voluntarily provide your social security number to assist SBA in making a character determination and to
distinguish you from other individuals with the same or similar name or other personal identifier.

When the information collected on this form indicates a violation or potential violation of law, whether civil,
criminal, or administrative in nature, SBA may refer it to the appropriate agency, whether Federal, State, local, or
foreign, charged with responsibility for or otherwise involved in investigation, prosecution, enforcement or
prevention of such violations. See 74 Fed. Reg. 14890 (2009) for other published routine uses.
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SUGGESTED “BUSINESS PLAN” OUTLINE

- NEw BUSINESSES (LESS THAN 2 YEARS OPERATING) -

Purposes:

= To help in obtaining commercial credit

= To serve as “Measuring Scale” of operation
= To assist managerial planning

Cover Sheet: Business name and address, names of principals, and business phone number

1. The Business

Description

Brief history

Type of organization, date organized, and principals

Management, including a brief background on each principal (If management differs from
owners, include background of both managers and owners.)

Location

Market

oow>

usiness Activity

Type of business

Product

Volume (by sections)

Number of Employees

Sales policies and distribution methods
Territories covered

Prospects and expectations

Credit Terms

Competition

TIOGMMOOW>m | mm

3. Facilities
A. Description of plant and equipment, and whether facility is owned or leased.
B. Adequacy or plans for expansion

4. Financial Data
A. Historical financial reports for existing business (if operating but less than 2 years old)
= Current balance sheet
= Balance sheet and income statements for last three years
= Accounts receivable and payable
= Schedule of existing debts
= Historical (3 Year) Business Tax Returns
B. Balance sheet and income statement projections
=  Three year summary
= Explanation
Pro-forma cash flow for three years
Break-even analysis
Collateral available

moo

5. Personal Information
A. Financial information.
B. Income.
C. References.
D. Historical (3 Year) Personal Tax Returns.

6. Supporting Information and Documents
A. Leases
B. Contracts







EXPLANATION OF THE BUSINESS PLAN

COVER SHEET

This is simply a sheet of paper with the name and address of the business, the name of the owner(s), and
contact information such as, telephone number, fax number (if any) and e-mail address (if any). You
should also type or stamp the word CONFIDENTIAL on the bottom hand corner of the page.

STATEMENT OF PURPOSE

Tell the reader exactly why you wrote the plan. “The company is seeking a loan in the amount of
B t0 De USEd 10 PUICNASE ..oceiiiiiiieiiiiceie e as part of an
expansion (or start up) Of the COMPANY'S ......ooiiiiiiiii e business.” This
sentence can be used as your opening line on your Executive Summary if it is short enough.

EXECUTIVE SUMMARY

This is your most important section of the business plan. It should be written last because you'll be pulling
the best information from the other sections to create highlights of your plan. This is the only section
where you'll be able to share your vision of the business, tell why you're the person or team to implement
the plan, and why you will be successful. If your executive summary doesn't capture the attention of your
reader, he or she may never read the nuts and bolts of the rest of your plan. Try not to go over two pages
unless you have some extraordinary information that needs to be shown.

TABLE OF CONTENTS
This is simply the sections of the business plan (the outline) listed with the page numbers after each
section to make it easier for people to turn to specific places in the plan.

THE BUSINESS

Description of the Business

This section describes your business and the industry. It should include the current status of the business
(start-up, existing, and acquisition), the business structure (sole-proprietor, partnership, limited liability
company corporation) and the ownership structure (Are you the only owner? If not, list all owners and
their percentage ownership in the business.)

Location and hours of the business
Where is your business located and what hours will you be opened? If location is important to the
business, explain the advantages and the benefits of the location (foot traffic; closeness to highways.)

Products and Services

Tell the reader about the products and services that your business provides. The reader should be able to
easily understand your business. Tell which of your products are most profitable and which have special
or unique features.

Marketing Analysis and Competition

This section is one of the most important. You must demonstrate that you are knowledgeable not only
about your business but also the industry in general. First, describe the industry and any trends in the
industry. You will need to research this info in trade publications, on the Internet, or from your experience.
Secondly, discuss your target customers. Who are they? Who'll be the most likely to buy from you?
Thirdly, what is the size of your market area and how many potential customers do you think are in it.
Lastly, identify your competitors, explain why you are better or how you are different, and tell why you
think their customers will do business with you.





EXPLANATION OF THE BUSINESS PLAN

Marketing Plan

Now that you've identified your market, you need to explain how you can get these customers to buy from
you. Write about how you will reach these customers. Will you use advertising brochures that you send to
them (direct mail)? Will you use radio, telemarketing, newspapers, e-commerce, or something else? How
much will it cost? How many customers do you think you'll be able to reach? Are there special customers
(niche markets) that you're looking to reach? Will this advertising reach them?

Management and Personnel

A business is only as strong as the people running it. You need to show who will be running the business,
their qualifications (background and experience), and their responsibilities. Include the resumes of owners
and key personnel. If you have other employees, list their responsibilities and cost to you. You will also
want to include those professionals who will be helping you. Attorneys, Accountants, Counselors, etc. are
people that you should identify as part of your team.

THE FINANCIAL DATA

This is the most important part of your business plan. This section will show how your business is going to
perform. This can be the most difficult part of your plan to do well. If you are so inclined, you can have
your accountant help you do this (but the key word is help. You must understand the financial aspects of
your business to be successful). It takes a lot of thought about your business and honest evaluation of
your sales and expenses. The finished product will show you whether you'll have enough money to run
your business and whether you can make enough money to make a living. Remember; don't let this
section overwhelm you. You can do it.

Sources and Uses of Funds

This section is brief, simply list where monies are coming from to fund the project or start-up of the
business (“Sources”) and how you will spend the Sources to complete the Project or start up the business
(“Uses”). This package includes a worksheet (“Financing Information”) that can be used to detail the
sources and uses of funds.

Pro-Forma Income Projections (profit and loss statement)

This section requires you to project (estimate) future sales/income and expenses based on the business
plan going forward. Existing businesses can use their historical financial information as a starting point to
project future sales and expenses. If you are a start-up, you won't have any prior numbers to work from.
You'll have to give your best estimates on what they will be. You have to be realistic. Do some research
to support your estimates! Get quotes for expense items to make sure your estimates are reasonable.
This is a guideline for your business’s ability to be profitable.

The business may not show profitability in its first year. However, it should be profitable within a
reasonable amount of time or it may be showing you that the business can’t support you.

Use the attached Projected Profit and Loss Worksheet to help you calculate your first year. Other years
do not need to be broken down month by month. They can be done in a single column listing the same
categories that were used on the worksheet.

Pro-Forma Cash Flow Projections

This section is the most important for you. (Its’ importance can not be stressed enough). Cash Flow
Projections tell you whether you’'ll have enough cash to allow your business to continue running during
the critical beginning stages or heavy growth stages. The government estimates that most small
businesses that file for bankruptcy are actually profitable when they file. These businesses just run out of
money needed to run day-to-day operations.

Use the attached Cash Flow Budget Worksheet to calculate your cash flow. Since there are technically no
sales in your first month of business (there are sales but they don't get registered until month number
two), you'll start Month 1 Beginning Cash Balance with the Working Capital amount you calculated in the
Sources & Uses Section. Add the appropriate expenses underneath and you'll be able to calculate how
much money will be left for the start of month two.





EXPLANATION OF THE BUSINESS PLAN

Remember, you'll have to buy inventory or materials to replace what you sold in the previous month, so
that amount will have to be plugged into the next month. Keep doing each month’s calculation until you
finish the first year. Each month you’ll take the Available Cash Balance and subtract all the expenses
from it, which will give you the Beginning Cash Balance for the next month. This tells you if you have
enough cash on hand to keep your business running smoothly.

Break-even Analysis

This section will show you what level of sales will be needed to cover all of your fixed expenses. This will
tell you at what point you start to produce profits. It requires you to determine two numbers. The first is
your fixed cost. These are expenses you must pay every month regardless of your sales volume. Fixed
costs include rent, insurance, interest, office supplies, maintenance fees, administrative costs, etc. Total
your Fixed Costs and divide the total by your Average Gross Profit Margin, Simply put, your Gross Profit
is the amount of profit you make on a sale.

The Gross Profit Margin is your Gross Profit shown as a percentage of your total sales. For example, you
sell an item for $25.00. The item costs you $15.00. Your Gross Profit is $10.00 ($25.00 sale minus $15.00
cost). Your Gross Profit Margin is calculated by dividing Gross Profits by Sales Price. In this example, the
Gross Profit Margin is 40% ($10 div. by $25). Your Average Gross Profit Margin is the average estimated
gross Profit Margin on all sales of all products. This is also expressed as a percentage. Now that you
know your Fixed Costs and your Average Gross Profit Margin, you can complete your break-even
analysis. The formula is as follows:

Fixed Costs
Profit Margin

= Break-even Point

For example, if you have $1000 per month in Fixed Cost and your Average Gross Profit Margin is 40%,
then your Break-even point would be $1000 divided by .40 or $2500. This means that you have to sell
$2500.00 to break even for the month.

Financial Assumptions

This section explains how you came up with the numbers you used in your financial projections. The
numbers that you are using can't be just made up. They must come from your research. Any part of the
financial projections that is not obvious to the reader should be explained.

Here are some examples of assumptions you may make when creating financial projections.

GROSS SALES Projected sales are based on the sale of 20 (product) per week at $63
each as my research (copy enclosed) has indicated. The sales are
projected from industry research in markets with my demographic size.

COST OF GOODS SOLD The cost of goods sold is based on a 60% markup on inventory.

PAYROLL Payroll expense is calculated by the owners’ salary of $24,000 and 3 part
time people working 15 hours a week at $7.00 per hour.

At the end of your assumptions, discuss the potential risks that your business could face (new
technologies, new competitors, etc.) and how you plan to deal with it.

Supporting Documents

This section should contain any other relevant information regarding your business. Incorporation papers,
owner resumes and any letters of recommendation, copies of leases, or contracts, owners personal
financial statements, two years of owners tax returns, or anything else to support your business.






FINANCING INFORMATION

Business Name:

Business Address:

Business Telephone:

Business Website / Email:

Project Costs \ Project Financing

1. Purchase of Land / Building $ Bank (or private loan): $

2. Land Improvements $ PADD: $

3. Building Improvements $ Other: $

4.  New construction $ Other: $

5. Construction Contingencies $ Borrower Injections: $ 0.00

6. Equipment $ (must be at least 10% of line 10 **)

7. Furniture and Fixtures $ Total (must equal line 10) $ 0.00

8.  Professional Fees * $

9.  Other (specify) Desired Term of loan (years): s Oz
Other Term: Years |:| 10 |:| 20

Source of Borrower’s Injection:

R I I e A

10. Total Project Costs 0.00

*  Architectural fees, appraisal fees and other professional fees associated with this project may be included in this figure.

** - 15% equity injection if business is less than 2 years old or special use building
- 20% if new business and special use building

Participating Bank:

Loan Officer / Phone / email address:

Date financing needed: Referred by:

Projected Employment Impact
# NEW jobs to be created within the next two years as a result of this project:

# Presently employed by your company:

Applicant Signature Date
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COLLATERAL 101

PURCHASE AREA DEVELOPMENT DISTRICT (PADD)
1002 Medical Drive
Mayfield, KY 42066

Collateral is used to secure a loan by some asset(s) you own. You promise to hand the asset(s)
over to the lender if you cannot repay the loan as agreed. By using collateral, the lender
compensates for risks it enters to provide you with the loan in the first place.

getting a loan. If you don't repay the loan as agreed, the lender can take your

:L. _ Collateral is something of value - an asset or property - that you pledge when
W Iy
/ collateral and sell it.

Assets for Collateral Loans

When using collateral, you give the bank the right to take your asset if you can't repay. What
assets can you use?

= Automobiles

* Real Estate

= Equipment, fixtures and furniture

= Cash accounts

= Investments

= |nsurance policies

= Valuables and collectibles

= Future payments / Accounts Receivable
= Assignment of rent and leases

= Corporate or personal guarantees

Collateral to Loan Valuation

To further limit their risks, lenders usually discount the value of the collateral so that they are not
extending 100 percent of the collateral's highest market value. Some assets will be more
discounted than others. For example, a lender might only recognize 50% of your investment
portfolio for a collateral loan. The same goes for equipment and fixtures. That way, they improve
their chances of getting all their money back in case the collateral loses value throughout the life
of the loan. It also accounts for loss of value due to normal wear and tear (for equipment,
fixtures, furniture, etc.).

Be prepared to offer and provide more collateral than just the items you are
planning to finance with the loan proceeds because due to the discounts applied
by the lender, the financed objects value will not be sufficient enough to cover the
loan amount.

This relationship between the amounts of money the bank lends to the value of the collateral is
called the loan-to-value ratio. The type of collateral used to secure the loan will affect the bank's
acceptable loan-to-value ratio.





For example, unimproved real estate will yield a lower ratio than improved, occupied real estate.
These ratios can vary between lenders and the ratio may also be influenced by lending criteria
other than the value of the collateral; e.g., a healthy cash flow may allow for more leeway in the
loan-to-value ratio.

Of course, if there are mitigating factors that affect the value of your collateral and could bring a
lender to accept a higher loan-to-value ratio, you should make the lender aware of those factors.
Don't assume that lenders always know the actual value of collateral that is provided or offered
to them. When in doubt, lenders will assign a lower ratio just to be on the safe side.

The following information is generic and differs from lender to lender. Specific information about
the ratios used by PADD is given at the end of each category.

Real Estate: If the real estate is occupied, the lender might provide between
75% to 85% of the appraised value. If the property is improved, but not
occupied (e.g., a planned new residential subdivision with sewer and water,
but no homes yet), up to 50 percent. For vacant and unimproved property,
30 percent.

PADD will not assign more than 80% of appraised value.

Equipment / Fixtures / Furniture: If the equipment is brand new, the bank
might agree to lend 75 percent of the purchase price; if the equipment is
used, then a lesser percentage of the appraised liquidation value might be
advanced. However, some lenders apply a reverse approach to discounting
of equipment: They assume that new equipment is significantly devalued as
soon as it goes out the seller's door (e.g., a new car is worth much less after
it's driven off the lot).

If the collateral's value is already significantly depreciated by the borrower,
loaning 75 percent of the purchase price may be an overvaluation of the
equipment. Instead, these lenders would require an appraisal of the
equipment and use a higher percentage loan-to-value ratio for used goods
because a recent appraisal value would give a relatively accurate
assessment of the current market value of that property. For example, if a
three-year-old vehicle is appraised at $15,000, that's probably very close to
its immediate liquidation value.

PADD does not assign more than 50% of appraised value as collateral.

Securities: Marketable stocks and bonds can be used as collateral to obtain
up to 75 percent of their market value. Depending on the kind of security, the
percentage might be much lower if there is a high volatility to the securities
value. Note that the loan proceeds cannot be used to purchase additional
stock.

PADD assigns a ratio depending upon the kind and marketability of the
provided securities.





Inventory: A lender may advance anywhere from 60% up to 80% percent of
value for ready-to-go retail inventory. A manufacturer's inventory, consisting
of component parts and other unfinished materials, might be only 30 percent.
The key factor is the merchantability of the inventory — how quickly and for
how much money could the inventory be sold.

PADD usually does not accept inventory as collateral.

Accounts Receivable: For accounts that are less than 30 days old, you

might get something in the range of 50% to 75%. Accounts receivable are

typically "aged" by the borrower and lender before a value is assigned to

them. The older the account, the less value it has. Most lenders will refuse to
C finance accounts that are outstanding for more than 90 days.

Lenders often also apply a graduated scale to value the accounts so that, for
instance, accounts that are from 31-60 days old may have a loan-to-value
ratio of only 60 percent, and accounts from 61-90 days old are only 30
percent. Delinquencies in the accounts and the overall creditworthiness of
the account debtors may also affect the loan-to-value ratio.

PADD usually does not accept Accounts Receivable as collateral.

Why Use Collateral?

If you risk losing something, why pledge it as collateral? It may be because there’s no other way
to get a loan. Banks won'’t lend you enough money to buy a house unless they can take the
house back and sell it when things go bad (this is known as foreclosure). Lenders want you to
have some skin in the game. They're taking a risk so they want you to risk something too.
Lenders define collateral requirements; if you can’t meet them you may have to pay higher rates
or find another lender.

Personal Guarantee Basics

Lenders always evaluate borrowers to predict whether or not they'll repay. For consumer loans,
there are credit scores and a wealth of other information to help with the decision. However,
businesses - especially new businesses - may not have a credit history.

With limited information it's hard for lenders to make a decision. As a result, they usually require
a personal guarantee. By making business owner(s) - not just the business - personally
responsible, lenders improve the chances of getting paid. Without a personal guarantee, many
small businesses can't get loans. Lenders will wonder why they should take a risk if you're not
willing to put skin in the game.

When you provide a personal guarantee, you allow a lender to go after your

' personal assets if you can't repay a business loan. The business may be
incorporated to limit your liability, but that protection doesn’t help with a personal
guarantee.

PADD requires all individuals who own 20% or more of a business to provide an
unlimited full personal guaranty.
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U.S. SMALL BUSINESS ADMINISTRATION
SCHEDULE OF COLLATERAL

Exhibit A

Applicant

Street Address

City State

Zip Code

LIST ALL COLLATERAL TO BE USED AS SECURITY FOR THIS LOAN

Section 1 — REAL ESTATE

Attach a copy of the deed(s) containing a full legal description of the land and show the location
(street address) and city where the deed(s) is recorded. Following the address below, give a
brief description of the improvements, such as size, type of construction, use, number of stories,
and present condition (use additional sheet if more space is required).

LIST OF PARCELS OF REAL ESTATE

Year Original Market

Address

Amount

Name of

Acquired Cost Value

of Lien

Lienholder

B B BB BB BB
e I B s I A - ]
L R I A - ]

Description(s)

SBA Form 4, Schedule A (2-05) Previous Editions Obsolete
SUBMIT COMPLETED APPLICATION TO LENDER OF CHOICE






Section I1- PERSONAL PROPERTY

All items with an original value greater than $5,000 listed herein must show manufacturer or
make, model, year, and serial number. Items with no serial number must be clearly identified (use
additional sheet if more space is required).

Description-Show Current Lien

Manufacturer, Year acquired Original Cost = Market Value Name of Lienholder

Balance

Model, Serial No.

B PP P AP RSB PR DR B P AP P AP R DR AP AP
B R B| P AP RSB PR B R D| PR B P AP R DR AP AP
B PP PR B PO PR D| R B| P AP P AP R DR AP BB

All information contained herein it TRUE and CORRECT to the best of knowledge. If you knowingly make a false
statement or overvalue a security to obtain a guaranteed loan from SBA, you can be fined up to $10,000
and/or imprisoned for not more than five years under 18 USC 1001; if submitted to a Federally insured
institution, under 18 USC 1014 by Imprisonment of not more than twenty years and/or a fine of not more
than $1,000,000. | authorize the SBA’s Office of Inspector General to request criminal record information about me
from criminal justice agencies for the purpose of determining my eligibility for programs authorized by the Small
Business Act, as amended.

Name Date

Name Date

NOTE: The estimated burden for completing this form is 0.5 hours per response. You will not be required to respond to collection of information unless it displays a currently valid
OMB approval number. Comments on the burden should be sent to the U.S. Small Business Administration, Chief, AIB, 409 3. St., S.W. Washington, D.C., 20416 and Desk
Office for Small Business Administration, Office of Management and Budget, New Executive Office Building, Room 10202, Washington, D.C. 20503.

OMB Approval (3245-0016).

SBA Form 4, Schedule A (2-05) Previous Editions Obsolete
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