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[bookmark: _Toc192055506]Module Overview
In Module Four, we will continue to look at creating a business plan. We will learn about the financial section of a business plan, how to write an executive summary, and how to create a simple, brief business plan of our own.

[bookmark: _Toc192055507]Learning Objectives:
By the end of this module, you will: 
· Identify the key steps in conducting market research 
· Identify and apply strategies to improve listening comprehension
· Identify and practice using effective question form structures and strategies to conduct market research and communicate with potential partners, clients, and customers 
· Identify new fundamental vocabulary, and practice using that new vocabulary in their course activities 
· Read, watch, and listen to a variety of texts and multimedia sources. Demonstrate your understanding of these texts and key course concepts through comprehension check quizzes 


[bookmark: _Toc192055508]To-Do List
In order to successfully complete Module 4, please do the following:
1. Review: Module 4 Videos and / or Lessons
2. Check-In: score at least 70% on the following quizzes:
1. Financials Vocabulary
2. Income Statement Vocabulary
3. Interpreting Results
4. Module 4 Check


[bookmark: _Toc192055509]Module 4 Key Vocabulary
Module 4 will feature the following words. These words may appear in quizzes throughout the course.

cash flow forecast (n)
[image: a stack of cash with rotating arrows]
"money flow" by Vectors Market via the Noun Project is licensed under CC BY

A cash flow forecast is a plan of how much money a company expects to spend and receive over a particular period of time.



cost projection (n)
[image: a figure standing in front of a bar graph
]
cost projection by  joe pictos  via the Noun Project is licensed under CC BY

A cost projection is the amount of money a company expects to spend to start or run a business in the current year and in the future.
income (n)
[image: Coins and the dollar symbol dropping into an open hand]
rival by Nithinan Tatah  via the Noun Project is licensed under CC BY
Income is money earned by a person, company, government, etc. over a particular period of time.
an income statement (n) 
[image: a document with a dollar symbol and bar graph attached  to a clipboard, accompanied by a pencil]
income statement by Vectors Point via the Noun Project is licensed under CC BY

An income statement is a document that shows a company’s profit or loss in a particular period of time.  
loss (n)
[image: a descending bar graph with an arrow pointing down. In the upper right corner is a dollar sign in a circle]
"Loss" by Nawicon via the Noun Project is licensed under CC BY

A business has a loss when it spends more money than it earns. 
operating costs (n)
[image: a wrench and a dollar sign]
Cost by Eucalyp via the Noun Project is licensed under CC BY

Operating costs are the costs relating to producing a company’s goods or services, or to running a business day-to-day once it has started.


revenue (n)
 [image: a bag of money next to coins]
“revenue” by Komkrit Noenpempisut via the Noun Project is licensed under CC BY

Revenue is the money that a company received from selling goods or services.
sales projections (n)
[image: a bar graph with a dollar symbol]
Sales projections by Ben Davis via the Noun Project is licensed under CC BY

Sales projections reflect the expected sales of a product in the current year and in the future.
start-up costs (n)
[image: a small potted plant with a dollar symbol]
"Investment" by Millenials via the Noun Project is licensed under CC BY

Start-up costs are the amount of money needed to start an organization or business.


[bookmark: _Toc192055510]Lesson 1: Introduction to Financials
Welcome to Lesson 1 of Module 4. In this lesson, we will begin looking at the financial section of a business plan. The financials section has three important parts
· start-up costs
· operating costs
· sales projections.
[bookmark: _Toc192055511][image: ]Start-up Costs
This section shows start-up costs, the amount of money needed to start an organization or a business. Even when a business has a very simple design, there are some costs to getting started.
For example, a start-up taxi service would need at least one car, gasoline or petrol, and a driver. The driver has to wait while looking for customers. The car, the gasoline, and the driver's time are all start-up costs.Start-up Costs
"Investment" by Millenials via the Noun Project is licensed under CC BY


Example 1: A paperclip company (a good):
    Materials or supplies: This could be recycled metal for a paper clip.
    Manufacturing or production: A factory to make the paper clips.
    Employees: How many are needed to make the paper clips?
    Office rent and office supplies, computer, printer, paper.
Example 2:  A taxi company (service):
    Supplies: gasoline.
    Technology, machinery, vehicles, a car for the taxi service.
    Employees. Maybe the same number as the cars.
    Office rent and office supplies. Computer, printer, paper.
   
[bookmark: _Toc192055512]Operating Costs
[image: ]Operating costs are the costs to produce a company's goods and services. This means the cost needed to run the day to day operations of a business once it has started.
Cash is important to a business because it's used to pay for operating expenses. For example, to pay employees and suppliers. Without cash, a business cannot operate.Operating Costs
Cost by Eucalyp via the Noun Project is licensed under CC BY


Normally, a business plan would include a cash flow forecast in this section. To show that there will be enough cash to pay for day-to-day operations. A cash flow forecast is a plan of how much money a business expects to spend and receive during a specific period.
We do not have time to review how to create a cash flow forecast in this course. But, it is important to remember that cash is very important to operations. An entrepreneur needs to consider this important part of a business plan.
[bookmark: _Toc192055513]Sales Projections
[image: ]Sales projections show how many products the business expects to sell this year and two to four years in the future. Sales projections are an important part of a business plan. They show how quickly the business is expected to grow.  If sales grow, then the business operation will need to grow too.  For example, a taxi service becomes more popular. The business will need to buy more cars and gasoline and hire more drivers.Sales Projections
Sales projections by Ben Davis via the Noun Project is licensed under CC BY


These projections, therefore, are also used in financial calculations. They help forecast or predict how costs will change in the future.
 

[bookmark: _Toc192055514]Summary
· The financials section of a business plan contains three important parts: start-up costs, operating costs, and sales projections.
· These help the entrepreneur show the expected current and future financial situation of a new business.
 
[bookmark: _Toc192055515]Quiz: Financials Vocabulary
Read each description of a company's financials. Each description has information about startup costs, operating costs, and sales projections. Select the vocabulary items that correspond to each numbered blank in the description.

>>>> Please note that this quiz can only be completed in Canvas. <<<<


[bookmark: _Toc192055516]Lesson 2: The Income Statement
In this lesson, we will look at the next important part of the financial section of a business plan:  a simple income statement. An income statement is a document that shows a company's profit or loss in a particular period of time. 
Entrepreneurs want to show that they have a thoughtful plan for the business' expected finances. First, they will identify projected costs, operating expenses, and projected sales. Then, they will combine this information to create an income statement.
[bookmark: _Toc192055517]What is an income statement?
[image: ]An income statement combines costs and sales into one financial analysis. It shows when a business expects to make a profit. It also shows how much profit that business expects to make over the next three to five years.
Profit is money that a business earns above what it costs to produce and sell goods and services. In other words, profit is when the company earns more from sales than it pays for costs.income statement
income statement by Vectors Point via the Noun Project is licensed under CC BY


Loss means that a business or organization spends more money than it earns. When a company pays more money in costs than it earns for sales, we say they have a loss.
[bookmark: _Toc192055518]What does a simple income statement include?
· Revenue
· Costs
· Income
Revenue
Revenue is the money that a company receives from selling goods and services. To calculate revenue, multiply the total number of goods and services sold by the price of each good or service.
For example, if an entrepreneur sells 100 pencils for $1 each, the revenue would be $100.
Costs
Costs are the money that the company must spend to buy, do, or make something.Businesses have two types of cost: start-up costs and operating costs. Start-up costs only happen in the first year. We will calculate sample costs for a start-up in the next lesson. Operating costs are the money that has to be paid for day-to-day operations. These costs depend on the product and whether it is a good or a service.
Income
[image: ]Income is the money earned by a person, company, or government during a particular period of time.  Profit has a very similar meaning but is not during a particular period of time. Income always refers to a particular period of time.
Revenue - Costs = Income.
For example, an entrepreneur sells 100 pencils for $100 in one week. The revenue is $100. The cost of producing the pencils is $60.income
income by Anagaja Design via the Noun Project is licensed under CC BY


The revenue ($100) - the cost ($60) = the income ($40)
The income for the week is 40 dollars.
Formal income statements usually include a calculation of net income as well. Net income is the total income of a company after taxes and other costs have been paid. "Other costs" often refers to interest charges on borrowed money. It does not refer to the operating cost like materials and supplies.  Formal income statements usually include many details about revenue, cost, and net income. For this course, we will be using a very simple income statement.
When income is negative (less than zero) over a period of time, the business has a loss. Many start-ups have losses for the first 1 to 3 years and, in some cases, even longer.  Longer periods of losses often happen when there are extra costs. Extra costs can include buying big purchases such as machines, cars, or trucks. They can include high marketing costs. This is especially true if the product is something new or different. Extra Costs can include further product development to better meet customer needs.
When income is positive (more than zero) for a period of time, the company has a profit. An income statement that shows income growing over time, shows a company with a positive future.
[bookmark: _Toc192055519]Summary
The financial section of a business plan often includes four important parts: start-up costs, operating costs, sales projection and an income statement.
An income statement includes information about revenue, costs, and income.
Income equals revenue minus cost during a period of time


[bookmark: _Toc192055520]Quiz: Income Statement Vocabulary
Read each company's income statement. Each income statement has information about revenue, costs, and income. Match the vocabulary items to the correct sentence for each numbered description.

>>>> Please note that this quiz can only be completed in Canvas. <<<<


[bookmark: _Toc192055521]Lesson 3: Calculating Start-up Costs
In the next three lessons, we will review simple calculations for the following parts of the financial section of a business plan:
· start-up costs,
· sales and revenue projections,
· cost projections
· the income statement
We will think about and calculate the financial situation of a new product: the Best Bicycle Delivery Service. Here is a simple product description:
Best Bicycle Delivery Service is a delivery service that helps busy people quickly deliver goods in the local market.
[bookmark: _Toc192055522]Start-up Costs
Start-up costs show the amount of money needed to start the business. Even when a business has a very simple design, there are some costs to getting started.
Day-to-Day Operations at Best Bicycle Delivery Service: 
[image: ]A customer calls and schedules a delivery. A package is picked up and delivered. The customer pays in cash.
What would an entrepreneur need to start this business?
· One bicycle
· One backpack or basket to carry the delivery
· One smartphone to talk to customers, schedule times, locate businesses, and record payments.
If we assume that the business only has one bicycle to start, we can calculate the start-up costs. © 2020 by FHI 360. "Best Bicycle" for the Online Professional English Network (OPEN), sponsored by the U.S. Department of State with funding from the U.S. Government, and administered by FHI 360. This image is an adaptation of “bicycle courier” by We All Design  via the Noun Project under CC BY. This derivative is licensed CC BY-SA by FHI 360 for use in OPEN, sponsored by the U.S. Department of State

Best Bicycle Delivery Service Start-up Costs
1. A used bicycle with a basket, $75 dollars.
2. A backpack, $25 dollars.
3. A basic smartphone, $100 dollars.
Total start-up costs = $200.
 
[bookmark: _Toc192055523]Lesson 4: Calculating Sales and Revenue Projections

[image: ]Sales and revenue projections use sales projections to calculate expected revenue over a period of time.
[bookmark: _Toc192055524]Calculating Sales Projections
Sales projections represent the expected sales of a product in the current year and in the future.sales projections
Sales projections by Ben Davis via the Noun Project is licensed under CC BY

Best Bicycle Delivery Service Sales Projections - Year 1
[image: ]For Best Bicycle Delivery Service, each delivery is one sale. How many sales would we expect Best Bicycle Delivery to make in the first year?
An entrepreneur would use research to project or predict, these sales. Let's just make a good guess. If the service makes three deliveries a day, five days a week, for 52 weeks, that would be 780 deliveries in year one.
3 deliveries x 5 days x 52 weeks = 780 deliveries in Year One
Best Bicycle Delivery Service Sales Projections - Year 2
If we assume the service increases the number of deliveries in year two to five a day. The calculation would be five multiplied by five, multiplied by 52, which equals 1,300 deliveries in year two.© 2020 by FHI 360. "Best Bicycle" for the Online Professional English Network (OPEN), sponsored by the U.S. Department of State with funding from the U.S. Government, and administered by FHI 360. This image is an adaptation of “bicycle courier” by We All Design  via the Noun Project under CC BY. This derivative is licensed CC BY-SA by FHI 360 for use in OPEN, sponsored by the U.S. Department of State.

5 deliveries x 5 days x 52 weeks = 1300 deliveries in Year 2
Best Bicycle Delivery Service Sales Projections - Year 3
Finally, for year three, we will assume seven deliveries a day.
7 deliveries x 5 days x 52 weeks = 1300 deliveries in Year 3


[bookmark: _Toc192055525]Calculating Revenue
Price per product is the price that customers pay for each product. Let's assume that cost for each delivery is $10 and we keep the price the same for all three years.
Revenue is the money a company receives from selling goods and services. Revenue can be calculated for best bicycle delivery service for years one, two, and three by multiplying expected sales by price per product.
[image: ]Best Bicycle Delivery Service Revenue Projections - Year 1
Year 1 would be 780 deliveries, multiplied by $10 for each delivery which equals $7,800 of revenue in year one.
780 deliveries X $10 for each delivery = $7,800 of revenue in Year 1revenue
“revenue” by Komkrit Noenpempisut  via the Noun Project  is licensed under CC BY

Best Bicycle Delivery Service Revenue Projections - Year 2
Year 2 would be 1,300 deliveries multiplied by $10 for each delivery, which equals $13,000.
1300 deliveries X $10 for each delivery = $13,000 of revenue in Year 2
Best Bicycle Delivery Service Revenue Projections - Year 3
Year 3, would be 1,820 multiplied by $10 which equals, $18,200.
1,820 deliveries X $10 for each delivery = $18,200 of revenue in Year 3


[bookmark: _Toc192055526]Lesson 5: Calculating Cost Projections
[image: ]Now, let's look at cost projections. These include both start-up costs and day-to-day operating costs.
[bookmark: _Toc192055527]Calculating Start-up Costs
We have already calculated start-up costs. These are only included in Year 1.
[bookmark: _Toc192055528]Calculating Operating CostsOperating costs
Cost by Eucalyp via the Noun Project is licensed under CC BY
 


What kinds of costs are part of day-to-day operation of the business in Year 1?
· Bicycle maintenance (keeping the bicycle working:  $50. 
· Smartphone Plan including phone and internet service: $600 a year
· Employee Wages:  5 (hours per day) x by 8 (dollars per hour) x 5 (days) x 52 (weeks) = $10,400 per year.
$50 (maintenance) + $600 (smartphone plan) + $10,400 (employee wages) = $11,050 (total operating costs for Year 1)
Total operating costs for Year 1 would be $11,050
[image: ]We will assume the same operating cost for Year 2 and Year 3.
[bookmark: _Toc192055529]Calculating the income statement
 An income statement is a document that shows a company's profit or loss in a particular period of time. In this case, we will be calculating the profit or loss for years 1, 2, and 3.
We can find the data for expected revenue in the sales and revenue projections. We can find the expected cost data in the cost projections.Income Statement
income statement by Vectors Point via the Noun Project  is licensed under CC BY


To calculate expected income, we subtract expected cost from expected revenue.
Expected revenue - expected cost = expected income
As you can see, income is expected to grow from a loss of -$3,250 in Year 1 to a profit of $7,150 in year three.
A quick vocabulary note. Income statements often show an income loss in red. Therefore, when we say a business is "in the red", that means it has a loss. 
When a business is "in the black", that means its income is positive and it has a profit.
Not surprisingly, Best Bicycle Delivery Service will not be profitable the first year. They will need to have enough cash to keep the business going and cover the costs that exceed revenue.


[bookmark: _Toc192055530]Lesson 6: Describing Financials
In the previous lessons, we discussed how to calculate the numbers an entrepreneur needs for a business plan. A business plan needs more than just numbers. It also needs sentences that describe these financial numbers. 
In this lesson, we will look at how to describe financial information in words. This lesson will review the vocabulary needed to discuss changes over time.
We will also look at how to use the passive voice with verbs in a business plan.
Let's look at an example sentence we might find in a business plan:
Revenues are expected to increase from 2015 to 2018.
Let's first look at that verb, increase. You probably know that this means revenue will get bigger. The business will make more money.
We can also say:
· Revenues will increase
· Revenues will grow
· Revenues will go up.
These verbs are synonyms. They all have the same meaning.
Now let's look at the opposite of these words. Maybe you expect costs to get smaller over time.
So, you could say:
· Costs will decrease.
· Costs will decline.
· Costs will go down.
These are all good ways to express this idea. There are others but these six phrases are enough to start writing sentences for your business plan. In addition to this special vocabulary, you can use a special grammar structure to write about financials. This is the passive voice.
Let's look at this sentence in the active voice.
Our company expects revenues to increase next year.
English speakers sometimes use the passive voice to focus attention on the most important noun in the sentence. In this sentence, that is revenues, not our company.  The reader will understand that your company is calculating this financial information. It's more important to focus on revenues. So you could write the following sentence:
Revenues are expected to increase next year.
The form "are expected" is called the passive voice. Notice "our company" is not in the sentence.
[bookmark: _Toc192055531]Forming the passive voice
Let's take a closer look at how to form passive verbs using the verb to expect.
Passive verbs have two parts, a form of to be, and a past participle of the verb. In this lesson, we will only look at the present tense as that is used to describe data in a business plan.
In the present simple tense, "be" becomes is or are.
The past participle of expect is expected.
So, we have "it is expected" or "they are expected".
For your business plan, choose is or are, depending on if a noun is plural or singular. So you would write:
· Revenue is expected
· Costs are expected. 
Try another example on your own. How would you change these sentences to use the passive voice?
1. I designed this product to help children with their homework.
2. I designed these products to help children with their homework.
 Which noun is the most important?  The most important noun is the product or products, not "I."  You can use the passive voice to focus the reader's attention on the product or products, not you. They already understand that you are the business owner.
Let's put it all together. If we look at this graph of costs, we can use special vocabulary and passive voice to write a description.
· Costs are expected to decline in the future.
· Costs are expected to decrease
· Costs are expected to go down.
In this lesson, we looked at describing financial information with special vocabulary for changes over time and the use of passive voice.


[bookmark: _Toc192055532]Lesson 7: The Executive Summary
In this lesson, we will explain the role of the executive summary and explore a sample structure.
An executive summary gives the main points of a detailed report. It is usually provided at the beginning of the report. The executive summary is brief. It provides a summary of important and persuasive information in a business plan. Business plan writers usually write the executive summary last. But the business plan readers read the executive summary first.
The executive summary should be brief, persuasive, and engaging. We learned about persuasive writing in Module Three. To make it engaging, we provide a mix of information that will interest the reader. If the reader is interested, they will want to continue reading to learn more.
[image: ]There are many ways to write an executive summary. Here is a simple example of an executive summary for the Best Bicycle Delivery Service:
Best Bicycle Delivery Service presents a very exciting opportunity in my local market with busy people. Best Bicycle will give customers faster delivery than the competition. Revenues are expected to grow from $7,800 to $18,200 in three years.
Notice that the first sentence includes the product name, persuasive language, and the target market. © 2020 by FHI 360. "Best Bicycle" for the Online Professional English Network (OPEN), sponsored by the U.S. Department of State with funding from the U.S. Government, and administered by FHI 360. This image is an adaptation of “bicycle courier” by We All Design  via the Noun Project under CC BY. This derivative is licensed CC BY-SA by FHI 360 for use in OPEN, sponsored by the U.S. Department of State.


Best Bicycle Delivery Service presents a very exciting opportunity in my local market with busy people.
Sentence 2 describes an advantage of the new product compared to the competition. 
Best Bicycle will give customers faster delivery than the competition.
Sentence three shares specific data in the passive voice about expected revenue growth. Revenues are expected to grow from $7,800 to $18,200 in three years.
Here is a sample sentence structure for an executive summary.
[Product Name] presents a [intensifier/compliment] opportunity in my local market with [the target market]. [Product Name] will [verb] customers [intensifier/compliment + noun] than the competition. Revenues [passive] to [verb] from [Year 1 revenue] to [Year 3 revenue] in three years
[bookmark: _Toc192055533]Summary
· The executive summary is a brief, but very powerful part of a business plan. It is the first thing a potential investor, supplier, or employee reads.
· If the executive summary is brief, persuasive, and engaging, the reader will be excited to read the rest of the business plan.
· If the executive summary is not brief, persuasive, and engaging, the reader may stop reading and therefore stop being interested in the entrepreneur's new product.
[bookmark: _Toc192055534]Quiz: Interpreting Results
1. Look at the financial information and interpret the results. (In other words, try to understand what the numbers are saying about each business over Years 1, 2, and 3.)
2. Then use the multiple-choice questions to finish the sentences that describe what the numbers are saying.

>>>> Please note that this quiz can only be completed in Canvas. <<<<

[bookmark: _Toc192055535]Module 4 Check

Please answer one question to verify that you have completed all activities in Module 4.  
You must choose "Yes" in order to move on in the course. 


This quiz will count as 1 point toward your grade.



>>>> Please note that this quiz can only be completed in Canvas. <<<<
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[image: ]

© 2025 by FHI 360. “Module 4: Creating a Business Plan (Part 2)” for the Online Professional English Network (OPEN), sponsored by the U.S. Department of State with funding provided by the U.S. government and administered by FHI 360. This work is licensed under the Creative Commons Attribution 4.0 License, except where noted. To view a copy of this license, visit http://creativecommons.org/licenses/by/4.0/
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