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Developing Your Big Idea's 
Financial Plan



How Would You Develop A 
Personal Budget?  What Do You 

Need To Know?
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Personal Budget
• How Much Are You Paid Every Month?

–Payroll and Taxes

• Living Essentials

–Rent & Utilities & Phone/Internet

– Food

– Insurance

– Transportation

–Clothes

– Entertainment

–Retirement Savings
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Pay – Expenses = 
Disposable Income
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How Does That Work With A 
Company?

Revenue

- Costs To Make Product

Gross Profit

- Costs Other Than Production

Operating Income

- Taxes

What You Put In Your Pocket
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Getting To Positive Cash Flow

• Have More Coming In Than Going Out.

• No Flow, Won’t Go.

• Making The Most By Spending The Least.

• If You Are Filling Your Bank Account, 
What’s The Point!



Helpful Hint # 1
Start With Expenses, Not Revenue

• Fixed Costs/Overhead

–Rent, Utility Bills, Phone 
Bills/Communication Costs, 
Accounting, Legal/Insurance/Licensing 
Fees, Postage, Technology, Advertising 
& Marketing, Salaries
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Helpful Hint # 1
Start With Expenses, Not Revenue

• Costs of Goods Sold

–Materials & Labor

–Supplies

–Packaging
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Helpful Hint # 1
Start With Expenses, Not Revenue

• Direct Labor Costs

–Customer Service, Direct Sales, & 
Direct Marketing

• Double Your Estimates For Advertising

• Triple Your Estimates For Legal, 
Insurance.

• Track Direct Sales And Service Even If You 
Are Doing Them Yourself.
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Helpful Hint # 2
Forecast Revenues Using Both A 
Conservative & Aggressive Case

• Embrace Audacious Optimism

• Force Yourself To Make Conservative 
Assumptions

• Relax Some Assumptions For Your 
Aggressive Case
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Let’s Get Started
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Key Facts You Need To Know NOW!

• How Much Does It Costs To 
Make 1 Unit of My Product or 
Service?

• How Many Will You Sell Every 
Day, Week, Month & Year?

• What Bills Do I Need To Pay 
Every Month OTHER Than Parts 
& Labor?

• What Am I Going To Need To 
Spend To Get Started?

12



Define The Market

Determine The Total Addressable Market

What Percentage of Potential 
Customers/Clients Can You Get!
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How Big Is The Market?
How Much Will You Capture Over 

5 Years?
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Estimating Revenue

• First You Need To Hone In On 
Your Unit Price.

• What % of The Market Will You 
Capture?

• How Many Will You Sell Every 
Week?

• Multiply Times 4 Weeks?

• Multiply Times 12 Months?
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Top Down Revenue

• Assume Your Total Market Is $100 
Million.

• Assume You Will Capture 5% of The 
Market or $5 Million.

• Divide That By 5 Years.

• Revenue Is $1 Million Per Year.
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Example: Online Guidance Counselor

• 50.7 Million High School Students

• 250:1 Optimal Guidance Counselors Per 
Student

• 50 Million ÷ 250 = 200,000 Licenses

• Get 5% of Market 

–200,000 × .05 = 10,000 Licenses

• 10,000 x $250 Each = $2,500,000

• $2,500,000 ÷ 5 = $500,000 Per Year
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Example: Memory Assist Device

• Leapfrog Leapad Sells For $79.99

• CDC Says 5 Million Americans With 
Alzheimer’s Disease

• Total Market Is 5 Million × $79.99 = 
$399,750,000

• 5% of Market = $19,987,750 ÷ 5 Years

• $3.9 Million Annual Revenue 
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CyberSecurity Software
For Small Businesses
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Example: Cybersecurity Software For 
Small Business

• 37 Million Small Businesses

• Prices $19.99 to $300

• 37 Million X $50 = $1.8 Billion

–$1.8 Billion × .01 = $18,500,000

• $18,500,000 ÷ 5 = $3.7 Million Per Year
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Autism
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Example: Autism Assist Device

• 74.2 Million Children

• 1 in 52 or $1.3 Million

• Leapfrog Leapad Sells For $79.99

• Total Market Is 1.3 Million × $79.99 = 
$109,912,000

• 5% of Market = $5,400,000 ÷ 5 Years

• $1.09 Million Annual Revenue 
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Notice:
My Company’s Revenue Growth
Clearly Was Not A “Hockey Stick”
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After Revenue, You Need To Determine 
Startup Costs and Monthly Operating Costs
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Calculate Start Up Costs

39
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Typical Startup Costs

• Land and building
-rent
-leasehold 
improvements/signage

• Equipment and tools

• Furniture, fixtures, display 
cases

• Vehicles

• Beginning inventory

• Raw materials for 
production

• Research and development

• Installation fees 
(equipment, phones, etc.)

• Deposits

• Licenses and permits

• Legal fees

• Accounting and other 
professional fees

• Business insurance

• Supplies (office supplies, 
postage, etc.) 

• Marketing materials 
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Typical Startup Costs

• Logo

• Biz. cards, letterhead, 
envelopes

• Flyers or brochures

• Promotional info 
•promotional materials

• Web site 

• Marketing campaign

• Yellow Pages 

Advertising

• Direct mail

• Tradeshows, fairs, & 
convention

• Chambers of commerce

• Publicity and promotion

• Internet marketing 

• Pre-opening labor and 
training costs

• Miscellaneous

• Reserves 
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Ongoing Monthly Expenses
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Typical Monthly Expenses

• Rent or mortgage payment

• Utilities

• Phone lines landline

• Cell, FAX, Internet

• Phone charges

– toll-free, long dx, voice 
mail, cell, pager)

• Salaries
-payroll (taxes, payroll 
services, etc.)
-benefits (health insurance, 
retirement, etc.)

• Independent contractors

• Equipment 
(lease/purchase, maint., 
repairs, depreciation)

• Office supplies

• Postage, shipping & 
courier services

• Licenses and permits

• Legal fees

• Accounting and other 
professional fees

• Consulting or coaching 
fees/training
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Typical Monthly Expenses (Cont.)

• Membership dues and 
subscriptions

• Business insurance

• Bank charges

• Credit card processing 
fees

• Loan repayment 
(principal and interest)

• Bad debt/collection fees

• Travel and entertainment

• Vehicle expense

• Research and development
marketing 

• Advertising (direct mail, 
tradeshows, fairs, 
convention

• Chambers of commerce

• Publicity and promotion

– Website maintenance

– Internet marketing 
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Estimating Payroll

• Think of All of The Activities You Need To Do In 
Order To Design, Sell, Make and Deliver Your 
Product or Service.

• Determine How Many People You Will Do In 
Each Activity.

• Estimate The Salary of Each Person.

• Go On Google And Ask, For Example, How 
Much Does An Engineer Make, Etc. 
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Estimating Payroll

• Search On Internet

–Find The Average Salaries For Specific Job 
Types

• Need To Factor In Benefits

–1.25 to 1.4 Times Salary

–$80,000 Engineer x 1.3 = $104,000
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Typical Startup Salaries

• CEO - $150K

• CFO - $150K

• VP, Engineering - $150K

• VP, Sales - $160K

• Controller - $78K

• SW Developer - $83K

• Sales Person - $70K Plus 
Commission

• Marketing - $64K

• Business Dev. – $60K

• Account Manager - $72K

• Product Manager - $91K

• Sales Manager - $77K

• Social Media - $70K

• QA Manager - $67K
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Website Development
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Cost To Develop Web App
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Average Cost To Develop An App
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Annual App Maintenance
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Marketing Spend As % of Sales
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Where Do Marketing Dollars Go?
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Calculating Office Space
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Office Space Per Employee
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Office Space Cost Calculation
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Cost of Office Equipment Per 
Employee
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Office Equipment
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Types of Insurances
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Liability Insurance
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Health Insurance
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Liability Insurance

63



Legal & Accounting
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Average Advertising Expenditure 
For Small Business
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Starting To Pull It All Together

• Make A Series of Excel Spread Sheets.

–Monthly Operating Expenses

–Monthly Payroll

–Monthly Revenue Estimates

–Monthly Costs of Good Sold
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Populate Income Statement 
Spread Sheet

• Bring All of Your Excel Information 
Together

• Fill In The Spreadsheet That Appears On 
Our Website.
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