Page 1 of 13

User Guide for Financial Plan for a Small Business

Welcome to your customized ModelSheet Templateldedelighted that you have chosen ModelSheetttthge
most out of your spreadsheet models. In ordergéoyosr ModelSheet template effectively, we urge ywtake a few
minutes to read the description of what the teneptaintains and the tips for using the template.
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1 What the Financial Plan for a Small Business Cont  ains

1.1 Financial Statements

This workbook contains your customized (and custable!) Financial Plan for a Small Business. Thgomautputs
of the Model are the following Financial Statemehtsome StatemerBalance SheeCash Flow Statemenand
Financial Ratio Report

Note: Tthe “Financial Plan for a Small Business” will keferred to as the “Business Plan Model” or simply
the “Model”.

In addition to these Financial Statements, the Mat#® generateGraphsand detailed reports of the major line item
groupings in the Financial Statements: Sales, MargDperating Expenses, Assets, Liabilities, anditiq

Each of these outputs (financial statements, @getagports and graphs) has a worksheet devotédvou access
these worksheets by clicking on the appropriai@beled tab at the bottom of the workbook, as shovirigure 1.

Figure 1: Financial Statements Worksheet Tabs

IncStmt | BalSht - CFStmit RatioRpt " Graphs

Clicking on the BalSht" tab opens up the Balance Sheet Worksheet.
1.2 The Business Plan Model Is Made Up of Sub-Models

The Business Plan Model can be viewed as being myadé smaller models ("Sub-Models") that genethge
detailed reports (mentioned above ) of the majw ifem groupings of the financial statements:,dReres, Margins
Operating Expenses, Assets, Liabilities, Equityl an on.

Note: The Standard version of the Business Plan Modelplae has less detailed versions of these line item
Sub-Models.

These Sub-Models include the following features.

1.2.1 Sales Sub-Model

The Sales Sub-Model includes revenue and unit selgsented by products and product families, anshlss
channels / geographic locations. It may also haneeay more of the followingptionalfeatures:

ScenariosYou can specify three scenarios (typically lovedium, and high) for sales. These scenarios are
useful for exploring the impacts of different saledumes on profitability, cash flow, and financing
requirements.

1.2.2 Cost of Goods Sold (COGS) Sub-Model

The COGS Sub-Model computes production units aistl @ogoods based on projected sales and desivedtiory
levels. The Sub-Model tracks direct material, ditabor, and purchased services.

1.2.3 Operating Expense Sub-Model

The Operating Expense Sub-Model includes operatipgnses like Development, Selling Expense, Margeti
Expense, Administrative Expenses (Legal, Human &ess, Accounting, and Treasury), Facilities Expeasid so
forth. The wage and salary portion of operatingesges is computed from employee headcount and caaipen
data.

1.2.4 Headcount and Employee Salary Sub-Model

The Headcount and Employee Salary Sub-Model inglimidirect employee headcount and salaries andsvage
specified by department, job level and time perlodhe early time periods, you can specify headtdirectly. In
later periods you can specify headcount as a fomaf revenue—a percent of revenue formulation. ¥aw also
include scale effects using tbptional Scale Formula:
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1.2.5 Interest Income/Expense and Income Tax Sub-Model

This Sub-Model computes interest expense on shdrtang-term debt, interest earned on cash balabeesdebt
expense, income taxes, and tax losses carried fdrwa

1.2.6 Asset and Depreciation Sub-Model

The Asset Sub-Model computes cash, accounts rdaleivinventory units and value by product (LIF@amting),
long-term assets like property, plant, and equigmeerd office furniture, along with depreciatiordaammortization.
Long-term assets can inclutiggedassets with various depreciation schedules (fgomassets like plant and
equipment), andntaggedassets (for numerous small assets such as de$l&Ca). Long-term assets optionally
include capitalized product development expensagware amortized over the lifetime unit saleshef product.

1.2.7 Liabilities Sub-Model
The Liabilities Sub-Model includes accounts payablert-term debt, and long-term debt.

1.2.8 Equity Sub-Model
The Equity Sub-Model includes paid-in capital, re¢al earnings, and dividends.

1.2.9 Valuation Sub-Model

This Sub-Model values the business based on #sept value of the business's cash flow to equoiyens. You can
specify the discount rate to be used as a fundidime period. The Sub-Model also computes thegmevalue of
cash flows occurring after the end of the Busirllas Model’'s time horizon using a simple net incdmased model.

Each of these Sub-Models has a worksheet devoti t@ports it produces. You access these workshge
clicking on the appropriately labeled tab (the namerrespond to the names of the Sub-Models) didttem of the
workbook, as shown in the Figure 2.

Figure 2: Sub-Model Output Reports Worksheet Tabs

Pl
M4k M Sales  CogsGM .~ OpExp - FinTax . Assets . Liab .~ Equity | Value

2 How to Use the Financial Plan for a Small Busines s Template

2.1 How to Use the Worksheets

The Financial Plan for a Small Business Templatg#gganized as a series of worksheets, with eachsheet
containing a set of output reports generated bBtusness Plan Model or one of its Sub-Models. #ocess any of
these worksheets by clicking on the appropriat@heled tab at the bottom of the workbook as ilatstl in Figure 3.

Figure 3: Financial Plan for a Small Business Templ  ate Worksheet Tabs

i

Graphs Inputs IncStmt Balsht - CFStmt RatioRpt .~ Sales Cogs GM - OpExp -~ FinTax Assets - Liab . Equity | Value .~ Formulas Labels

= [|

Clicking on the "OpExp" tab, for example, openghp "Operating Expense" Worksheet, a portion ofchis shown
in Figure 4.
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Figure 4: Operating Expense Worksheet--Collapsed Vi  ew

You will note that the worksheet displays an ovewnior summary, report. This is the worksheet'dlapsed view".
Underneath the summary report is a list of titlesore detailed reports. These titles indicate tiogvcontents of the
Operating Expense worksheet are organized. Cliaimgny of the "+" signs to the left of each titkuses a more
detailed report to appear, with contents corresigni the title. For example, clicking the "+" sigext to “Detail”
causes the Department Detail Expense report toaapae shown in Figure 5.
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Figure 5: Operating Expense Worksheet—Detail by Dep  artment Opened

Note that the "+" sign next to the heading “Det&l'how a "-" sign, indicating that the Detail Exige report has been
opened. Clicking on the "-" sign will close the oepand return the worksheet to its "collapsedtesta

Most (though not all) of the worksheets in the Ritial Plan for a Small Business Template are sét tipis manner:
collapsed view with detailed reports that can benggl up. We recommend you open no more than otweoor
detailed reports at any given time.

2.2 Understanding How the Model Works: Variables and Fomulas Relating Variables

The Model underlying the Financial Plan for a SnBalsiness Template is powerful and flexible becausebuilt in
terms of named variables and formulas that refaise variables. In this context, a “named varialdesimply the
name of any particular business concept: “ProdeseRue” for example. A “Formula” is simply a wafydefining
the business concept by relating it to other bissm®ncepts. “Product Revenue” can be defined ghrthe formula
“Sales Price of a Product” times the number of tRiai Units” sold. “Sales Price of a Product” inrtus defined as
“List Price of a Product” less “Sales Discountf.tHese examples sound obvious, that is precibelypbint. We
usually think in terms of concepts and formulag tietate those concepts, and not in terms of oelitions (“H23”")
and cell location-based computational formulas @H2F23*E18"). You can save a lot of time and effond get the
greatest benefit from your template by understamtimw the Business Plan Model is driven by varislaled the
formulas that define those variables through otlagiables, rather than by cell locations and foaslwdased on cell
locations.

This template has a number of features to helpwmlerstand how the Business Plan Model works: tifiga Excel
Comments, a “Formulas Worksheet”, and a “Labels kstoeet”.
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2.2.1 How to Use Excel Comments

Each variable in the Model has an Excel Commeathéd to the worksheet cell that displays the naintleat
variable. Each Comment explains what the variabbnd often tells you how it is used in the Modelthe end, each
Comment displays the “formula name” of that varégli the formula name differs from the displayeane: The
presence of an Excel Comment is indicated by alsettriangle in the upper right corner of thel ceintaining the
variable display name. For example, the DepartrBetdil Expense Report shown in Figure 5 shows thege
triangles in the cells in leftmost column showihg wariable display names “Departmental Expendehgloyee
Expense”, and “Employee Rel Exp”.

Moving the mouse cursor over the cell, or leftking on the cell, causes the Excel Comment to appeaexample
of an Excel Comment is shown in Figure 6 for thealzle display name "Product List Price".

Figure 6: Excel Comment for the Variable Display Na  me "Product List Price"

In this example, the variable is explained in tlwn@hent and you are told how it is computed—in daise, through
direct data entry. The actual variable name, cahed'Formula name” (“Price_List"), is given in gathesis at the
end of the Comment.

Note: Each variable has a “Formula Name” (such as "PList") which the Model actually uses in
its calculations and a “Display Name" (such as tiaat List Price") which is the more "user-friendly
name that appears throughout the workbook. Seé8&tP.2How to Use the Formulas Worksheet
for more information about how the Model uses fodiamames of variables in its calculations rather
than cell addresses. See Section-22 to Edit Display Names, Model Start Date and Coients in
the “Labels Worksheet” for instruction on how to charngéable display names.

2.2.2 How to Use the Formulas Worksheet to Understandaygbas in the Model

This worksheet displays the formula for each vdeighrranged alphabetically by the Formula Namdbeivariables.
A small portion of the top of the “Formulas Workelt” is depicted in Figure 7.

! Display names are set to whatever is most heipfiile Excel workbook. The formula names must mique, descriptive, and
contain no spaces. Therefore each variable in thddVhas a display nhame that appears in Exceladadmula name that
appears in the underlying ModelSheet formulas.
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Figure 7: A Small Portion of the "Formulas Workshee  t”

For each variable:
The first column shows the variable's Formula Name.

The second column shows the variable’s Display Ndhtke meaning of a variable is unclear, you can
mouse over its display name and view the Excel Centrwhich defines it, as in the case of "Accts
Receivable Days," shown in Figure 7.

The third column shows the "Dimension Index" thefies in what parts of the domain of the varighke
formula applies.

Note: Dimensions in ModelSheet can best be understoadaasy of segmenting and organizing variables.
Revenue, for example, can be aggregated alongrtiendions of product, geographic area, and time. Se
Section 2.2.3How to Use the Labels Worksheet to Understand Vhhes and Dimensions in the Modébr
more information on the use of dimensions in thed®o

The fourth column shows the formulas that compligevialues of the variable ielation to other variables,
rather than in terms of cell addresses.

It is worthwhile to take a moment to ponder andigleer one of these formulas. In general, the foamalre less
formidable than they appear, and far easier to nstaed and grasp than formulas based on cell asle$o take the
formula for calculating Accounts Receivable asllustration, you can see that Accounts Receivabkxpressed as a
function of Initial Accounts Receivable, Accountsdeivable Days, and Revente:

ifm(Time<0.001, Accts_Receivable_Init, Accts_RecyB#®Revenue)*periods_per("day")

If you mouse on the Display Name “Initial AccouReceivable”, the Excel Comment gives the followdaginition:
“Initial value of accounts receivable at the bedgmgnof Model time.” Note that the “Formula/Data”lamn is blank
for this variable, as well as for the variable “#Ac&eceivable Days”, indicating that you have tteethe values
directly into the “Inputs Worksheet” for both ofetbe variables as shown in Figure 8.

Figure 8: Inputting Accounts Receivable Dataintot  he “Inputs Worksheet”

Note: The areas of the Worksheet in which you can etata are shadédue. See Section 3,

2 The function “ifm” in ModelSheet is a version‘iff that assumes its conditional never changeEsel, so Excel shows only

the result. For example, ifm(A, B, C) shows up kté as either B or C depending on whether A is for false.
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How to Enter and Edit Data irthe Business Plan Template, for instructions on twimput data into the
Model.)

Expressing variable calculations in terms of otlaaiables, and making the meaning of these varsaidmsparent
through the use of Excel Comments, help to makevtrkings of the Model more accessible and undedsthle,
notwithstanding its size and complexity.

2.2.3 How to Use the Labels Worksheet to Understand Wérsand Dimensions in the Model

The Labels Worksheet is divided into two parts: @aogd bottom. The top portion displays the Modedsables
arranged alphabetically by the variables' Formuanls; the bottom portion displays the Moddifeensions
arranged alphabetically by the dimensions' Formlames.

In the top portion of the worksheet, the first cotulists the variables alphabetically by Formularidathe second
column shows the corresponding variable Display &laand the third column shows the variables' didims (the
same definitions as in the Excel Comments). THisl&r presentation of variables and their defimisigrovides the
quickest way to get an overview of the Model's eotd. Figure 9 shows part of the top portion of thebels
Worksheet”.

Figure 9: Top (Variables) Portion of the “Labels Wo  rksheet”

The bottom Portion of the “Labels Worksheet” shakhesdimensionaised in the Business Plan Model. Dimensions
are a way of segmenting and organizing variablesekample, you can segment revenue by producteswdy
geographic area. This segmentation is illustratdeigure 10, which displays a small part of the Birsions section

of the “Labels Worksheet”. It shows how the var@aBlevenue is aggregated in the Model along therdifors of
Products andSales LocationsGoing from top to bottom, Products Revenue iseggted according to the hierarchy
Products> Product Family(ProdFamily 1, ProdFamily 2 . . . ProdFamily nProduct(Platform 1, Platform 2 . . .
Platform n). Territorial Revenue is similarly aggated according to the hierarctorld > Sales LocatiorfWest,

East . .. Location n). The result is a matrix @atlyy a cube, if you include the dimension of tiri@)which revenue is
broken out by sales location and product.
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Figure 10: Bottom (Dimensions) Portion of the “Labe Is Worksheet”

The product and geographical dimensions showngarEi10 partition the variable Revenue into segmant at the
same time arrange those segments into a hierdneligan be rolled up to various levels. If lookaighe Variables
portion of the “Labels Worksheet” is the best wayget an overview of the Model’s variables and vthayy mean,
examining the Dimensions portion of the “Labels Wébreet” is the best way to get an overview of hoase
variables are conceptually organized.

3 How to Enter and Edit Data in the Business Plan T  emplate

The Business Plan Template allows you to enter gaur data into the Model in order to further tailbe Model to
your requirements or simply to adapt it to changimgumstances. In order to minimize confusionyso don't have
to spend hours searching the entire workbook w diparticular cell), the template allows you téeemata in two
worksheets only: "Inputs" and "Labels". In all casthe cells that allow data entry are shaded, as shown in the
top portion of the "Inputs Worksheet” shown in Figd1.

Figure 11: Top Portion of the "Inputs Worksheet”

You can enter (or override) data in the cells simovthe Company Name or Scenario number. You ccuatige ABC
to Acme, for instance, or change the scenario nurab@.

3.1 How to Enter Data in the “Inputs Worksheet”: Data Entry Tips

Figure 12 shows the collapsed view of the “Inputsrigheet”, which lists the categories of Input Datlaese Input
categories correspond to the various categoriespafrts generated by the Business Plan Model’shNaudbel
worksheets which are accessed through the worktadiskat the bottom of each worksheet. (See Settiyihe
Business Plan Model Is Made Up of Sub-Modgfer information on these Sub-Models.)
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Figure 12: “Inputs Worksheet”: Collapsed View

Clicking on the "+" sign in the left margin nextaagiven Input Data category opens up that categdiowing data to
be entered for the values of specific variablesc&an Input Data category may contain over 103 rafndata, you
need to exercise care in opening these categasdsjs easy to be overwhelmed by informatiorgdéneral you
should only open one category at a time.

In general, you don't have to enter data in inglis¢hatalreadycontain Excel formulas, because the template
computes default (calculated) values for theses c¥lbu just enter your own values in cells when y@ntto change
things going forwardand the model will automatically propagate thenges. You don't have to change every cell.

Note that the Excel Comments often give specifinigos for entering data for a given variable. Example, in the
case of “Sales Units, Products, Scenario 2", theeE€omment suggests the direct entry of a nurmbté first
period for which units of that particular producta given sales location are greater than zereaeSinbsequent
values of unit sales for this product are a funttid previous units multiplied by a specific growtte, making one
entry is all you have to dprovided you assume a constant growth rate

If you want to vary the growth rate, you simply in@a new value in the time period when you wantrtite to change
for the variable “Product Sales Unit Gr Yr, Sc2helTnew growth rate will propagate forward and thi sales of
that product will change accordingly.
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Bear in mind that these tips are recommendatiofys Bryou want to, you can manually input what yiink are
appropriate product unit volumes for each period.

3.2 How to Edit Display Names, Model Start Date and Coments in the “Labels Worksheet”

You can change or edit the contents of any of tiaeled cells in the "Labels Worksheet” to facilitite overall
readability of the Model's worksheets and enhaheeunderstandability and accessibility of the Maated its
reports.

The display name of any variable, dimension or disien item: These changes will propagate through th
workbook automatically.

The model start date, located at the top of thekslmet. The new start date propagates through dlaelm
including formulas and date labels. This featueaty extends the useful life of your template.

We recommend that you change the model start gadendole number of the largest time periods inryou
model. For example, if the basic time grain of yoadel is quarters, then change the model stagtlzjat
whole number of quarters. If your model containsuat sums, then change the model start date byosewh
number of years, so the annual sums continue ttiumcorrectly.

The text of a comment associated with any variabldimension: These new changes will NOT propagate
through the workbook, so the "floating" Excel Conmisein the worksheets will remain the same as kefor
HOWEVER, you can submit the edited “Labels WorkshaeModelSheet and receive a new template in
which the altered comments ARE reflected in thedEx@omments. (The changes in the display namedwiill
reflected in the new template as well.)

Some examples:

Changing a variable display nam€onsider the variable display nantgales Units, Scenario'2 which
refers to the sales units in scenario 2. You miggntt to change the display name Rydduct Sales Units,
Scenario Z to make the meaning more apparent, as showngar€il3. (Of course, you would want to
change the display name for all three scenarios.)

Figure 13: “Labels Worksheet”: Variable Display Lab el Change

Result:The display name changes throughout the workbaols shown in Figure 14 for a portion of the
“Sales Units Input Data Worksheet”.

Figure 14: Sales Units Inputs Data Worksheet

Changing a dimension display nhanBippose you wan to change the job level dimensidisplay name
“Contributor” to “Professional, as shown in Figure.
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Figure 15: “Labels Worksheet”: Dimension Display La bel Change

Result:The dimension display name changes throughout trkheok, as is shown in Figure 16 for a portion
of the “Employment Input Data Worksheet”.

Figure 16: Employment Inputs Data Worksheet

Changing a variable display name to more closelycim#he variable formula nam@ften, you might want
to change the display name of a variable to marsety resemble its formula name. For example, yimhim
change the display name “Sources of Cash” to “Gamslrces” in order to more closely match the formula
name “Cash_Sources”. The rationale for the chamgaiple: provided the sacrifice in readability and
intuitiveness is small, the greater the congrudrete/een the display and the formula names, thewss to
understand the model. It is easier to locate foasioh the Formula Worksheet and far easier to statet
how the variables relate to and interact with eattier.

Being able to change the display names in one gladéhave the changes propagate throughout thelNoaeery
useful and desirable capability because it fatddaand enhances the understandability and ugadiilihe model.

3.3 Note on Times to Open Excel Workbooks

The first time you open a large Excel workbook gatedl by ModelSheet, it may take a few minutegolf save the
workbook in the native file format for your versiohExcel (xIs for Excel 2003, xIsx for Excel 208id 2010), then
the second time you open it, it usually opens nfaster.

3.4 Note on Excel Error Codes in Templates without Data

New Excel templates with blank or zero input vala#ien display Excel error codes in some cells dnatdue to the
blank or zero values in input cells. Entering redide nonzero data into the template input cellsusually make
these error codes disappear. If you have entessbnable data into your template, and the Excel eades persist,
then there could be a problem with your input datajou may have encountered a bug in the temgfatas occurs,
please check your data for obvious problem; ifghablem persists, please contact us at
customerservice@modelsheetsoft.com

4 License Terms

You may use this Model(s) or Template(s) and amywdgve works in the work of your firm, employen@one client
or associate. You may not use, sell or transfeMbdel(s) or Template(s) for the operation or asslpf an
organization that is not your firm, your clientyaur employer or your associates. For a full dgsiom of License
terms, see the license agreement on our website at:
http://templates.modelsheetsoft.com/ModelSheetTatepltemplate-end-user-license-agreement.pdf.aspx

Please address queriesdostomerservice @modelsheetsoft.com
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ModelSheet and the ModelSheet logo are registeagi@narks of ModelSheet Software, LLC.

Please visit our website alfittp://www.modelsheetsoft.com
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