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To provide professional guidance and
information to maximize the success of
America’s existing and emerging small
businesses.

We create Success Stories...

SCORE #% ‘ Greater Los Angeles

losangeles.score.org
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AP

IDr. Stephanie Ardrey, DBA

CEO, BLU DIAMOND GROUP, INC.
Blu Diamond Advisory | Blu Diamond Capital
Entrepreneur | Executfive | Educator

« Solutions:
« customers — acquisiion + retenfion
« capacity - leadership development +
organizational management

« capifal - debt + equity solufions
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SCORE®

Counselors to America’s Small Businesses

* Over 320 Chapters nationwide

* Over 11,000 Volunteers
» Serving over 360,000 Clients

» 75+ Volunteers in Los Angeles
County
» Over 13,000 interactions

» Active & Retired Entrepreneurs and
Executives

SCORE 2z ‘ Greater Los Angeles losangeles.score.org
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Strategic Fiscal Planning Process

R
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usiness/Product Lifecycle

Sales

Sales and Profits ($)

Introduction ~ Growth Maturity Decline
Time
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Agenda

I » Learning Objectives
« Funding Goals
« Situational Analysis
« SWOT
« Vision + Mission
» Funding
« Debt
« Equity
- Q&A
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COMPANY VALUE CHAIN
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THE RELATIONSHIP BETWEEN STRATEGY
AND BUSINESS MODEL

Business
Model

Value
Proposition
Profit Formula

Competitive
Initiatives

Business
Approaches
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Financing a Business

m Enfrepreneurs must cast
a wide net to capture
the financing they
need to launch their
businesses.

m Layered financing —
piecing together
capital from multiple
sources.
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Strategies for Funding Success

Funding
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| = Means that an entrepreneur
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The Importance of Cash

“Everything is about cash — raising
it, conserving it, collecting it.”
Guy Kawasaki

Common cause of
business failure:

Cash crisis!

Blu Diamond Group, Inc. (c) 2020

Three Types of Capital

Capital is any form of wealth employed
to produce more wealth for a firm.

1. Fixed -

1. Used to purchase the permanent or
fixed assets of the business (e.g.,
buildings, land, equipment, and
others).

1. Working —

1. Used to support the small company's
normal short-term operations (e.g.,
buy inventory, pay bills, wages, or
salaries, and others).

3. Growth -

1. Used to help the small business
expand or change its primary
direction.

Equity Capital

= Represents the personal
investment of the owner(s) in the
business.

m |s called risk capital because
investors assume the risk of losing
their money if the business fails.

= Does nof have to be repaid _
with interest like a loan does. | PadY

must give up some ownership
in the company to outside
investors.
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Strategies for Funding Success

mEqQuity

sOwner’s
uFFF's
mAngels, HNW,

Family Offices, VCs,
and/or Institutional
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eDebft
mLoans
mCollateral
mDividends
mRoyalties/401K
mlnsurance
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.. Must be repaid with interest.
= Is carried as a liability on the

e
9 3:

10/20/2020

Debt Capital

company’s balance sheet.

im Can be just as difficulf fo secure
as equity financing, even though
sources of debft financing are
more NUMerous.

Im Can be expensive, especially for
small companies, because of the
risk/return tradeoff.
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The “Secrets” to
Successful Financing

1. Choosing the right sources
of capitalis a decision that
willinfluence a company
for a lifetime.

2. The money is out there; the
key is knowing where to
look.

3. Raising money fakes time

The “Secrets” to
Successful Financing

4. Creativity counts.

The “Secrets” to
Successful Financing

6. Be thoroughly prepared

7
19
5
7
21
7
23

Entrepreneurs must be as
creative in their searches for
capital as they are in
developing their business
ideas.

. The Internet puts at

entrepreneur’s fingertips vast
resources of information that
can lead to financing.

20
D
v and effort.
22
i)
3
24

before approaching lenders
and investors.

7. Entrepreneurs should not
underestimate the
importance of making sure
that the “chemistry” among
themselves, their companies,
and their funding sources
is good.
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Raising Seed Capital Raising Capital

m Raising capital to launch or
expand a businessis a
challenge.

= “Out of 3,000 entrepreneurs
pitching to raise capital 9%

of them are not evenready = Many entrepreneurs are

for the funding.” <« caughtin a “credit crunch.”
{m Financing needs in the
Tim Williamson, cofounder, The \g,/ $100,000 to $3 million
Idea Village incubator - range may be the most E==

o
B

challenging to fill.
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Angels

= An estimated 258,000 angels
across the U.S. invest $26 billion a
yearin 57,000 small companies.
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Strategies for Funding Success
m Start-Up — friends and family
e Initial cash infusion
e Usually cheap, easy and fast
e Based upon personal assets and
credit profile
= Angel
o Individual/group HNW investors
o Will require equity interest in firm
e Must be high growth industry
o Exit strategies must be determined

m Theirinvestments exceed those of
venture capital firms, providing
more capital fo 15 times as
many small companies.

= Angels fill a gap in the seed
capital market, specifically in the
$10,000 to $2 millionrange.
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Angels Angels
= Average angel investment = .
$50,000. https://gust.com/
(e B e T st~ ~*
= Typical angel investsin one
company per year, and the 4
average time to close a deal is 67 gust

days.

= 52% of angels’ investments lose
money, but 7% produce a return
more than 10 times their original

investment.

= Angels can be an excellent
source of "patient” money.

Over 518 Billion Invested in Startups Through Gust

a
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For Startups > e

=
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Angels

https://www.f6s.com,

=}
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= Business
Incubators/Accelerators

e Minimizes start-up costs
e Access to equity sources

e Access to private, state
and federal resources

e Equity and fees
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= Crowdfunding
o What
o Why
e How it works
= Crowdfunding
e Equity versus product
m Creating a campaign
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Angels

https://angel.co/
#AngelList
Join the world’s largest
startup community

Experience the startup ecosystem — invest in startups, research the
fastest-growing companies, and find  job you ove.

AngelList Taent @y AngollistVerture 1] st :

yand sty
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A Combinator

techstars @ Excelerate
.' LaunchBox |ﬂ%ﬁ'§&ﬂ, 'I'%.H.

DREAMIT
R

w

(._. SeedStart

Betaspring
Qrnoos BoomStartup
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= Microloans
e SBA program - guarantees
e Good for working capital,
inventory, supplies, etc.
m Bank Term

o Commercial loans with fixed
interest rates

e Credit based —short term
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Strategies for Funding Success
https://www.sba.gov/funding-programs

SBA(cov nosss
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http://www.cdfifund.gov/

COMMUNITY DEVELOPMENT
FINANCIAL INSTITUTIONS FUND

o we are
var we oo
IMPACT WE MAKE
NEWS & EVENTS
HOW TO APPLY
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Financial

Statements
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= CDFlIs

e Typically considered un-
bankable loans

e Modest pricing

e Credit based - yet not as strict
as traditional lending institutions
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= Private Guarantee
e Like SBA loan guarantee

e Individuals may require equity
stake

e Credit enhancement for a fee
m Equipment Leasing

e Financing against equipment

e Credit based

e Moderately priced
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Basic Financial Statements

Balance Sheet - “Snapshot.”
Estimates the firm's worth
on a given date;
built on the accounting
equation:

Assets = Liabilities +
Owner's Equity

Blu Diamond Group, Inc. (c) 2020


https://www.sba.gov/funding-programs
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410,540
631,610

—_—
e o 3 s S

2 326,068 300,260
13 46,764 52,500

72,891 52,760

TOTAL ASSETS 3,196,667 3,305,352
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Zappos Profit And Loss Statement

Zappos Profit And Los Statement: 2007 - 2008
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Strategies for Funding Success

Month 1 | Month2 | Month3 | Month4 | Month5 | Monthe

000 812,300 | $12,600

3,519 3519
320 320

=] = 860 | 860
]

1,800 = — = —
s 246 250 250 | 250 250 | 250
TOTAL §26,435 | $24,639 SI5.089 | $39.639| $25499 | $25499

DISBURSEMENTS
STARTING CASH 415,450 $0.021)
RECEIPTS 25,730 16,000
DISBURSEMENTS 26,435 499 | 254w
3 314,745 S11,120)

30,621
25499

24609
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Basic Financial Statements

Income Statement (P/L)-
“Moving picture.”
Compares the firm’s
expenses against its
revenue over a period to
show its net income (or loss):
Net Income = Sales
Revenue - Expenses
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Basic Financial Statements

Statement of Cash Flows —
Shows the change in  the
firm's working capital over
a period by listing the

sources and uses of funds.
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Notes to Financial

Statements

-Don'’t forget to include-
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Research Resources -

B WWW.CE0EXpress.com
B WWW.CEensus.gov

= WwWw.sba.gov

m http://www.cdfifund.gov/

% |m hifps://gust.com/
|m hitps://angel.co/

m hitps://www.fés.com/
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Calculating the
Breakeven Point

Step 1. Determine the expenses the business can
expect to incur.

Step 2. Categorize the expenses in step one into
fixed expenses and variable expenses.

Step 3. Calculate the ratio of variable expenses to
net sales. Then compute the
contribution margin:
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-
§ 2 Breakeven Point ($)
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The Numbers
Matter...breakeven

analysis

Blu Diamond Group, Inc. (c) 2020

Calculating the
Breakeven Point

Contribution Margin = 1 . Variable Expenses
Net Sales Estimate

Step 4. Compute the breakeven point:

Total Fixed Costs
Contribution Margin
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Deck: www.drmoneyfreegift.com
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+ Capital - strategies including assessing and recasting Con

« Capacity - process improvements, leadership and

Blu Diamond Group, Inc. BlubiamondCayita)
0:949.258.4341 | F: 949.200.8310
E: drardrey@bludiamondcapital.com

Blu Diamond Advisory Blu Diamond Capital
rcial Brokerage

fiscal policies ness - acquisition and dispositions
« Funding— commercial lending

innovation development « Real Estate  lease, purchase and dispositions

* Customers - acquisition and retention strategic

solutions
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THE END
THANK YOU FOR ATTENDING
N\ PLEASE COMPLETE
EVALUATION
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