
PREPARING A BUSINESS PLAN FOR THE BANK

Not sure how to create a business plan to get a bank loan? Here's how to simplify the planning process by breaking the
work into smaller chunks.

There are companies that provide this service, or you could do it informally by asking friends and family. List
your management team, with their bios, and your Board of Directors and Board of Advisers along with their
bios. Their natural tendency is to be conservative. And if you need a business plan for a bank loan, getting this
document right is absolutely essential. It needs to be fluid and flexible, reviewed and revised at regular
intervals throughout the year. Some key points to focus on are: 1. That way, you can focus on one section at a
time to make sure it's accurate. What should be in your business plan? Most lenders want to see that the total
liabilities or debt of a business is not more than four times the amount of equity. Production planâ€”Your
banker will want to know if you have the operational capacity to handle your projected sales. If you have a
board of directors, create a profile for each in order of their position, including how involved they are, their
history, how they have contributed thus far and will contribute in the future to your company. These
statements should not be more than 90 days old. It should lay out the need for the loan and what you intend to
do with the loan. Design it with that in mind. Bankers primarily provide debt financing. Describe the
experience, qualifications, and skills of each owner and key member of your management team. SWOT
Analysis â€” this is where you look at the Strengths and Weaknesses internal to your business and the
Opportunities and Threats coming from outside of your business. Don't forget the Executive Summary The
Executive Summary is the first section of your business plan, but we recommend you tackle it last. For
example: A taco stand might compete directly with another taco stand, but indirectly with a nearby hot dog
vendor. If your own capacity for taking on additional debt is shaky, a co-signer who's essentially lending you
their creditworthiness may make the difference. But most likely, it will need to focus on a specific market
segment to reach its full business potential. Naming your business The name you choose for your business
should reflect the image you want to project to your market. Also include any opportunities and threats that
may potentially affect your progress, as well as any rules and regulations your market has to follow. Provide
projected income and cash flow statements for at least one year or until positive cash flow can be shown.
There are many directions you could go, from original equipment manufacturers to an internal sales force to
established retailers. Never be afraid to show that one of your competitors is profitable; after all, potential
investors are going to want to know that your industry is a viable one and that success is not only possible, but
probable. But most importantly, you'll need to fully explain how you plan to reach your target market and
convert those people into customers. Create charts and graphs to demonstrate increases in sales or decreases in
costs. It is very important to be detailed and not merely one line on what the loan will be used for. What is
your client profile? It may make sense to you to get a loan to expand, augment existing infrastructure or
anything else, but it must make sense for your lender to be a part of this. Include third-party reports, market
research, competition analysis, sector analysis, etc. Profits and losses. Describe in detail how much money you
need, what you will do with that money and how it will affect your company. If you need help writing your
plan Not everyone feels confident writing a business plan themselves, especially if it's needed to secure a bank
loan. Describe the terms you hope to receive interest rate, term, etc. List all your products, services and any
other ways your business will generate income. What should I pay them and does it match with the pay
offered for similar roles in the area? So here's what we recommend: simplify the planning process by breaking
the work up into manageable, biteâ€”sized steps. Briefly tell what each person brings to benefit your company.
Also detail where all your financing is coming from. Loan covenants may require you to do all sorts of things,
from setting a minimum amount of working capital you must maintain to prohibiting you from making certain
purchases or signing leases without bank approval. Equity can be built up through retained earnings or by the
injection of cash from the owner.


