Entrepreneurship I

VOSG II

Due 11/15/02 (Friday by 5pm)

The focus of VOSG II is about financial analysis of your venture. You will create pro forma financial statements, and provide me with a text analysis of your pricing, revenues and expenses.  The deliverable is both text and spreadsheets. During this time period, you need to finish your market research and analysis that you started for VOSG I, including competitive analysis, in preparation for VOSG III, which begins immediately after VOSG II is handed in. 

Please observe the following for VOSG II:

Maximum of 10 pages. There will be text and spreadsheets. If you need to go over this because of the spreadsheets, that’s ok, but don’t make it too long.

Number your pages. 

Hard copy only is the deliverable for this project.

Use charts, tables and graphs wherever possible.

Start with a brief paragraph describing your venture (to remind the reader of your concept), and a summary of the financial analysis which you present in the paper.

Then, provide an analysis of the following:

· What is your pricing strategy? (show me how you arrived at this)

· Analyze the cost/margin structure of your product or service.  What are your gross and net margins? How do they compare with your competition? What are your expenses? How do they compare with the competition?

· What kind of overhead do you anticipate?

· What about sales and marketing costs? Do they equate to your marketing and sales strategy?

· What management and operations skills are needed? What will they cost and when do they begin? What is your role and what are your costs?

· How large could this business be in 3 years?

· What is your breakeven point, beyond which all sales represent profit?

· How much investment will you need to start and grow your business. Where will you get this capital?

For spreadsheets, you must include the following for a three year period, the first year by month, the second year by quarter and the final year as a year, PLUS an annual summary of all three years.

· Revenue projections and how you arrived at them. If you have multiple revenue streams, I need to see all sources of revenue represented.

· Expense projections presented as schedules:

· Cost of goods sold breakdown (what it takes to directly make the project or provide the service, including relevant personnel)

· Overhead

· Sales and Marketing

· Personnel

· Income statement that summarizes all the information listed in the separate schedules.

· Capital expenditures (not listed in income statement)

· Include a cash flow statement that indicates how much investment you will need.

· Include a breakeven analysis:

variable costs + fixed costs = total costs

revenues vary depending upon volume and price

Create your financial statements before any assumptions about how much investment is needed to start and grow your company.  Come up with those assumptions – how much investment it will take, the source(s) of that investment, and the timing of when you will need the cash – after you know your cash troughs. 

See example below of income statement, along with simplified cash model allowing for necessary capital investment.

In addition, I would like a summary of any additional market research you have done since turning in VOSG I.  In addition, add a summary of legal issues facing you that you realize as a result of FJ’s visit as guest speaker. Add what type of legal entity you intend to be.

VOSG II Sample

Summary Annual Income Statement/Cash Flow
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[image: image2.wmf]Year 1

Year 2

Year 3

Year 4

Year 5

Revenues

  Product 1

1,000

        

 

1,500

        

 

  Product 2

2,000

        

 

2,100

        

 

Total Revenues

3,000

        

 

3,600

        

 

Cost of Sales

1,000

        

 

1,500

        

 

Gross Profit

2,000

        

 

2,100

        

 

Margin

67%

58%

Operating Expenses

SG&A

1,000

        

 

1,200

        

 

Other

500

           

 

100

           

 

Net Profit/Loss

500

           

 

800

           

 

Margin

17%

22%

Capital Expenses

10,000

      

 

5,000

        

 

Start Up Costs

5,000

        

 

-

           

 

Other 

500

           

 

100

           

 

Net Cash Flow

(15,000)

    

 

(4,300)

      

 

Cumulative Cash Flow

(15,000)

    

 

(19,300)

    

 

Expected Investment

20,000

      

 

25,000

      

 

Cash

5,000

        

 

5,700
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