Chapter 3 Preparing a Comprehensive Business Plan
5

[image: image1.wmf]PD

M

&

[image: image2.bmp]Source:
Used by permission of RD. (Pat) Holiday, Product Development & Marketing Co. in cooperation with
The Business Resource Center, Waco, TX.

TABLE OF CONTENTS

I.
Executive Summary 
 1


A.
General Summary 
 1


B.
Resource Requirements 
 1

II.
Description of Business 
 1


A.
Company Objectives 
 1


B.
Product/Service 
 2


C.
Product/Service Development Plans 
 2

Ill.
Marketing 
 3


A.
Market Analysis 
 3


B.
Industry Analysis 
 3


C.
Customer Analysis 
 4


D.
Competitive Analysis 
 4


E.
Advertising and Promotion 
 4

IV.
Strategic Planning 
 5


A.
Long-Term Goals 
 5


B.
Critical Risks and Problems 
 5

V.
Management and Organization 
 5


A.
Key Management 
 5

VI.
Operations 
 6


A.
Location Decision Factors 
 6


B.
Regulatory Issues 
 6

Vll.
Financial Information 
 6


A.
Use of Funds 
 6


B.
Pro forma Monthly Income Statement 
 7


C.
Pro forma Monthly Cash Flow Statement 
 7


D.
Pro forma Yearly Income Statement 
 8


E.
Actual Balance Sheet 
 9


F.
Pro forma Balance Sheet 
 10

VIll.
Appendices and Exhibits 
 A1

Executive Summary

A. General Summary

Product Development & Marketing Co. (PD&M) is a consulting firm that assists inventors, entrepreneurs, and small businesses. With an emphasis on marketing, we offer our clients a commitment that includes prospecting for ideas, product development, market research, and assistance in obtaining patents or preparing a business plan. We also offer assistance with strategic planning, business expansion plans, and special projects. At PD&M we are committed to getting your product/service successfully to the market.

Our primary market is the Waco-McLennan County metropolitan area. Within the next three years we plan to expand to cities such as Temple, Killeen, Bryan College Station, Hillsboro, and Mexia.

At this time there are no other firms offering these services in the Waco area. This is advantageous from a marketing and promotion viewpoint, since most of our potential clients prefer to work with local businesses.

The focus of PD&M during early development is on assisting inventors and entrepreneurs. Long range plans are to include small businesses in the Waco metropolitan area with an emphasis on strategic planning, market research, business expansion plans, and special projects.

B. Resource Requirements

Initially, no outside financing is required. The owner’s investment of $10,000 will cover the capital required for the start‑up phase.

Description of Business

A. Company Objectives

Product Development & Marketing Company offers marketing services to inventors, entrepreneurs, and small businesses. Our principal service for inventors includes protecting their ideas and then proceeding with development and marketing. In essence, all necessary services are made available to got an inventor’s product or service successfully to market. Our principal service for entrepreneurs encompasses product development, determining the “cost of goods,” writing business plans, market research, and assistance in obtaining capital. Small businesses will receive assistance in areas such as writing business expansion plans, new product introduction, telemarketing, market research, and marketing strategy.

Initially, Product Development & Marketing Co. was organized as a sole proprietorship. Plans for incorporation in the near future may be forthcoming, depending on legal and tax advantages.

Every client has a unique product, service, or need. As a result every solution should be tailored to the customer, and this presents interesting challenges. I find this type of work to be very interesting and rewarding. I also enjoy working with inventors and marketing people. With my educational background, business experience, success in marketing, and adequate cash flow there is an excellent chance of success. It is the type of business that would be a natural for me to pursue.

To launch this business successfully, a working knowledge of patent law, trademarks, and copyrights is needed. It will also be necessary to generate interest and local support for this type of service. If necessary, I have plans to expand the customer base outside McLennan County and include key cities such as Temple as well as other large cities in Bell County.

In order for this business to be profitable, it will be necessary to draw adequate clientele and to organize most of the routine work for processing by people trained in this type of business. This can be accomplished by continual modernization of our methods and systems, and will require emphasis in the areas of training, special computer software, and market research.

B. Product/Service

The following is a breakdown, by client group, of the services PD&M provides:

Inventors


Document Disclosure


Inventor’s Journal


Product Development


Patent Search


Patentability Opinion


Patent Application


Market Research


Manufacturing Sourcing


Market Invention (Technology Transfer)

Entrepreneurs

Market Research


Business Plans


Product Development

Businesses

Market Research


Strategic Planning


Telemarketing


Product Development


Sales Support


State-of-the-Art Patent Search


Special Projects


Business

Business Expansion Plans

Our services are important to inventors because of their need to protect their intellectual property (invention). We do this through the patent process. The typical patent process includes a Disclosure Document or Inventor’s Journal, Patent Search with a Patentability Opinion from a registered patent attorney and finally a patent application. Once protected, the idea needs to be developed and made ready to market The most common practice is to license the product on a royalty basis. Entrepreneurs have the need for market research, business plans, and venture capital. In order to remain competitive, companies need to constantly improve and/or add to their product line. This may require product development market research, market planning, and business expansion plans. In some cases, an alternative is to locate a patent for a business that is compatible with their product line and market strategy. This is a very cost effective way product extension to increase sales and profit for a business.

Our business structure is inherently stable, since intellectual property is governed by patent law. Although there will be some changes required, these changes will come along with the need to develop patent law that is internationally focused as opposed to unique in the U.S.A. and each country. Marketing is an extremely dynamic field, and constant reading and information gathering will be required to stay current and abreast of the changes.

This type of consulting service does not require licensing or approval from state agencies. We will apply for company trademarks and copyrights in the future as may be deemed appropriate for PD&M Co. No patents or royalty agreements are involved during the initial startup phase.

C. Product/Service Development Plans

Most of the critical areas of the business will be developed and operational when we start business. Additional forms, procedures and many refinements will be developed and implemented during the first six months. These will be added to and enhanced substantially during the first two years. Resources such as How To Make Money In Your Own Business by E. Joseph Cossman, Start Your Own Consulting Business by James S. Pepitone, The Inventor’s Desktop Companion by Richard C. Levy, and Patent It Yourself by David Pressman will be used. We also plan to investigate networking with other invention marketing companies. This will be beneficial to PD&M and our clients as well.

As with most businesses today, the need exists for conscious awareness of potential legal implications. There are many areas in which legal opinion would be desirable. It is impractical to have a lawyer on staff or to consult an attorney on every issue. However, the book Patent It Yourself by David Pressman is excellent and will be very helpful. An additional resource will be information by other firms along with forms and guidelines from the U.S. Government Printing Office.

Marketing

A. Market Analysis

Our market will include McLennan County and some towns outside this area. Most of our customers will come from within a 30 mile driving distance. We will also have occasional customers from cities such as Austin, Dallas, etc. Recently, there has been a trend for invention firms to expand nationally to increase their market.

Our primary customers will be inventors, entrepreneurs, and small businesses in the Waco metropolitan area. We also have an agreement to do engineering and development work, on a consulting basis, for the Speed Queen Co. in Ripon, Wisconsin. Our fastest growth will occur during the first three years as inventors hear about us and get to know about our services. With this foundation built, future growth will be based on increasing our market share and expanding beyond Waco into other major Texas cities. A potential market of 49 states is possible with national advertising. This will not be considered during the first 5 years.

Based on patent applications in the past two years there is a market potential of 2.4 clients per week from McLennan County alone. This can be doubled by including Bell County. Based on our initial staffing, it would be difficult to support a 10% market share, especially if we include all services.

In terms of primary market research, I spoke with Dr. Flynn Bucy of Baylor University and Chris Schmitz of the Waco Chamber of Commerce & Business Resource Center. Both indicated there is a need for this type service, especially in the area of marketing. I also discussed the need to assist entrepreneurs starting a new business with officers at M‑Bank and Texas National Bank. Banks are now requiring business plans before a loan request is considered.

We feel it is important to offer all the services a client may need to get from the “idea stage” to obtaining a patent and successfully marketing the patent. No one provides this service in Waco, and no patent lawyers or patent agents serve in the Waco area. This is important, since most inventors prefer to work with local firms if the quality and cost of service is competitive.

B. Industry Analysis

One of the first patents in the U.S.A. was filed by Abraham Lincoln in 1849. Today, there are over 5 million patents filed at the U.S. Patent and Trademark Office. In recent years over 150,000 patent applications were filed per year with an approval rate exceeding 60%. Over 40% of these patents were issued to foreign countries.

There are approximately four national firms and one firm in Dallas that will compete for market share in the Waco area. The largest national firm is the Invention Submission Corp (ISC). They have been successful in attracting inventors but have not been effective in obtaining results. Kessler Sales Corp is a reputable firm that specializes in marketing inventions. They will attract a limited number of investors in this area. Synergy Consultants is the largest competitor, located in Dallas. This could turn out to be beneficial as we are looking at the possibility of networking together. The Affiliated Inventors Foundation, Inc. is located in Colorado and makes its services available to all states. Although Kessler Sales Corp and Affiliated Inventors Foundation, Inc. are formidable, they do not advertise extensively in the Waco area. Their services are also limited compared to what we are able to offer.

There are no national trade associations but there are many regional organizations that sponsor inventors’ trade shows, lectures, and informative literature. The two largest annual trade shows offered for inventors are the Inventors Congress in California and New York. Many states have passed laws requiring marketing firms to provide their clients with information on their company when they offer their services. A typical requirement is to provide information on the percentage of clients receiving more money from their invention than they paid for the marketing service.

C. Customer Analysis

Our target customers are inventors, entrepreneurs, and small business. Our main customers during the first two years will be inventors.

Most inventors are skeptical and wary. They also lack the funds and skills necessary to develop and market their idea. A typical inventor has many ideas, is conceptual, and doesn’t like paper work. Inventors will seek our service as they understand the need to protect their idea. Their main problem is lack of adequate funds to develop their idea in a complete and timely matter.

Entrepreneurs are also potential clients. Their average age is in the late 30s. Since many do not believe they need a business plan, they are more reluctant to secure our service. Many also lack funds to have a business plan professionally prepared. They usually secure this service as a result of the banker requiring a business plan prior to considering a loan request.

Most of our small business clients have a small staff and no marketing specialist. Small businesses will use our services to solve a current problem or to get a special project done on a timely basis without hiring additional help. We also offer experience, expertise, and objectivity that would not otherwise be available.

D. Competitive Analysis

As a result of my research, I have been able to estimate the competition’s current market share, their strengths and their weaknesses. This information is recapped as follows:

Major
Market

Competitors
Share
Strengths
Weaknesses

ISC
40%
Marketing,
Credibility,



Advertising
Providing value to client,




Expensive

Synergy
25%
Advertising,
Expensive

 Consultants

Located in TX

Kessler Sales
10%
Marketing of
Lack of total service

 Corp.

inventions

Affiliated
 5%
Inexpensive
No personal attention

 Inventors Corp.

Other National Firms
20%
Marketing,
Creditability,



Advertising
Providing value to client,




Expensive

Since Product Development & Marketing Co. is a local company, I can take advantage of my reputation and use local advertising to reach my primary market. Clients from the Waco area will come to my office and I will have the opportunity to meet them and work with them on a personal basis. It should be noted their primary need is typically marketing, which is our strength. I also plan to conduct inventors’ seminars and teach at McLennan Community College. Successful exposure will provide a basis for referrals through “word of mouth” advertising.

E. Advertising and Promotion

Our primary plans for advertising include the yellow pages, invention magazines, radio, and newspaper. I plan to conduct inventors’ seminars, accept speaking engagements at various society meetings, and attend trade shows. Other possibilities include networking with firms like Synergy Consultants and obtaining clients through “word of mouth” advertising. I plan to conduct an average of 2–4 inventors’ seminars per year. Our advertising budget will be over 10% of the first year and 6% of sales the following 2–3 years. Advertising will be based on response. Our fees are competitive and based on the amount of time and expense normally required to provide a specific service. A fee schedule is in the appendix. Special projects will be quoted on an estimated time and expense basis. We are estimating our sales to be $40,000 the first year and increasing at an average of 10–20% per year the following three years.

Strategic Planning

A. Long-Term Goals

During our first three years we intend to fully develop our service for inventors while at the same time establishing a networking relationship with similar companies. We also plan to expand into large cities like Temple, Marlin, Hillsboro, and Killeen. We will investigate the possibility of introducing a special course for inventors at colleges and universities offering continuing education.

During the second and third year I plan to develop and introduce a specialized direct mail system to promote a marketing service for small business. This is the basic marketing plan for consultants as outlined in Start Your Own Consulting Business by James Pepitone.

The remaining two years of our five year plan will include additional emphasis on inventors’ seminars and possible classes at colleges, as well as the expansion of our marketing services to small businesses. Additional skilled help and possibly an associate will be added as needed. We will also experiment with the possibility of actively pursuing clientele from surrounding cities such as Austin and Waxahachie while limiting the distance to less than 100 miles from Waco.

B. Critical Risks and Problems

It is important to develop an adequate clientele, but the main concern is developing a clientele base that can afford our professional services. Without this it would be impossible to make a reasonable profit.

Another concern is the cost of Errors and Omissions (E&O) liability insurance. This type of insurance is difficult to obtain and the cost is excessive when available. Currently the minimum cost is $5,000 per year. We will investigate insurance and incorporating as an alternative.

Although the time frame for receiving a financial return is long, our greatest profit potential would come through royalties we would receive in licensing (marketing) patents for our clients. This work includes negotiating a licensing agreement between our client and a manufacturer who is interested in licensing the patent and paying a royalty. We will also place emphasis on working with small business in the area of primary and secondary marketing research. This is a much needed and potentially profitable service.

Management and Organization

A. Key Management

RD. (Pat) Holiday is manager and owner of Product Development and Marketing Co. He has a bachelor of Electrical Engineering degree with 5 years of staff management, 17 years of manufacturing experience including sales and marketing, and 8 years as president and CEO of Holiday-Hammond Corp. While at Holiday-Hammond Corp., he developed two new commercial dryers while adding various product improvements to the existing dryer line. While at Holiday-Hammond Corp. Pat was responsible for increasing the distributor network from 1 to 76 distributors, including 4 international distributors. Holiday-Hammond Corp. also expanded into the business of custom metal fabrication. This allowed HHC to take advantage of employee skills and the excess equipment capacity available. A resume is included in the Appendix.

Operations

A. Location Decision Factors

Initially PD&M will locate at the Business Resource Center. This is a new venture sponsored by the city of Waco, Baylor University, and MCC. Networking through the Business Resource Center will provide a mutually beneficial relationship. It is a natural place to obtain clients although most of the clientele coming to the Business Resource Center are there to visit the Small Business Development Center (SBDC). However, many of these clientele can use the professional services I provide. The visibility is not good but I would not expect many “walk‑in” customers. The cost for space and services are reasonable at the Business Resource Center and it should be an excellent place to network with other businesses.

B. Regulatory Issues

We will be using a legal firm in Virginia to conduct our patent searches and file our patent applications. For this reason, it will not be necessary to have any permits or to be registered with the state or federal government. We have filed and registered with the county and state as a sole proprietorship. In the near future, we will consider incorporating.

Financial Information

A. Use of Funds

Initially, no outside financing is required. The owner’s investment of $10,000 will provide adequate capital to purchase the necessary office furniture, computer equipment, forms, and promotional materials and provide for adequate cash flow. A PD&M pro forma income statement, cash flow analysis, and balance sheet follow.

Product Development & Marketing Co.: 
Pro Forma Monthly Income Statement—2002

	
	Jan-02
	Feb-02
	Mar-02
	Apr-02
	May-02
	Jun-02
	Jul-02
	Aug-02
	Sep-02
	Oct-02
	Nov-02
	Dec-02

	Revenues
	$ 1,500
	$1,800
	$2,200
	$2,600
	$3,000
	$3,400
	$3,800
	$4,200
	$4,500
	$4,800
	$4,300
	$3,900

	Sales allowances 
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Not revenues
	1,500
	1,800
	2,200
	2,600
	3,000
	3,400
	3,800
	4,200
	4,500
	4,800
	4,300
	3,900

	Cost of goods sold
	     75
	    90
	    10
	   130
	   150
	   170
	   190
	   210
	   225
	   240
	   215
	   195

	Gross margin
	$ 1,425
	$1,710
	$2,090
	$2,470
	$2,850
	$3,230
	$3,610
	$3,990
	$4,275
	$4,560
	$4,085
	$3,705

	
	
	
	
	
	
	
	
	
	
	
	
	

	Expenses
	
	
	
	
	
	
	
	
	
	
	
	

	
Selling
	
	
	
	
	
	
	
	
	
	
	
	

	

Salaries
	$     0
	$    0
	$    0
	$    0
	$    0
	$    0
	$    0
	$    0
	$    0
	$    0
	$    0
	$    0

	

Advertising
	1,000
	800
	600
	250
	0
	250
	0
	250
	500
	250
	250
	0

	

Other
	    125
	   140
	   160
	   180
	   200
	   220
	   240
	   260
	   275
	   290
	   265
	   245

	

Total selling expense
	$ 1,125
	$  940
	$  760
	$  430
	$  200
	$  470
	$  240
	$  510
	$  775
	$  540
	$  515
	$  245

	
	
	
	
	
	
	
	
	
	
	
	
	

	General/Administrative
	
	
	
	
	
	
	
	
	
	
	
	

	

Salaries
	$   250
	$  250
	$  250
	$  750
	$  950
	$1,275
	$1,275
	$1,475
	$1,475
	$1,675
	$1,675
	$1,775

	

Employee benefits
	30
	30
	30
	90
	114
	153
	153
	177
	177
	201
	201
	213

	

Legal & accounting
	400
	300
	50
	50
	50
	50
	50
	50
	50
	50
	50
	50

	

Rent
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275

	

Insurance 
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300

	

Depreciation
	50
	50
	50
	50
	50
	50
	50
	50
	50
	50
	50
	50

	

Telephone
	125
	125
	125
	125
	125
	125
	125
	125
	125
	125
	125
	125

	

Office supplies
	250
	50
	50
	50
	50
	50
	50
	50
	50
	50
	50
	50

	

Interest
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	

Utilities
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	

Bad debts
	33
	25
	25
	25
	25
	25
	25
	25
	25
	25
	25
	25

	

Other
	    150
	   100
	    75
	    75
	    75
	    75
	    75
	    75
	    75
	    75
	    75
	    75

	

Total Gen./Admin.
	$ 1,863
	$1,505
	$1,230
	$1,790
	$2,014
	$2,378
	$2,378
	$2,602
	$2,602
	$2,826
	$2,826
	$2,938

	
	
	
	
	
	
	
	
	
	
	
	
	

	
Total expenses
	$ 2,988
	$2,445
	$1,990
	$2,220
	$2,214
	$2,848
	$2,618
	$3,112
	$3,377
	$3,366
	$3,341
	$3,183

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income before taxes
	$(1,563)
	$ (735)
	$  100
	$  250
	$  636
	$  382
	$  992
	$  878
	$  898
	$1,194
	$  744
	$  522


Product Development & Marketing Co.: 
Pro Forma Monthly Cash Flow Statement

Starting Jan 1, 2002

	
	Jan-02
	Feb-02
	Mar-02
	Apr-02
	May-02
	Jun-02
	Jul-02
	Aug-02
	Sep-02
	Oct-02
	Nov-02
	Dec-02

	Receipts
	
	
	
	
	
	
	
	
	
	
	
	

	
Cash sales
	$     0
	$1,500
	$1,800
	$2,200
	$2,600
	$3,000
	$3,400
	$3,800
	$4,200
	$4,500
	$4,800
	$4,300

	
Loans
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0


	
Owner’s Injection
	 10,000
	     0
	     0
	     0
	     0
	     0
	     0
	     0
	     0
	     0
	     0
	     0

	Total receipts
	$10,000
	$1,500
	$1,800
	$2,200
	$2,600
	$3,000
	$3,400
	$3,800
	$4,200
	$4,500
	$4,800
	$4,300

	
	
	
	
	
	
	
	
	
	
	
	
	

	Disbursements
	
	
	
	
	
	
	
	
	
	
	
	

	
Direct materials
	$    75
	$   90
	$  110
	$  130
	$  150
	$  170
	$  190
	$  210
	$  225
	$  240
	$  215
	$  195

	
Direct labor
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	
Equipment
	5,000
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	
Salaries
	250
	250
	250
	750
	950
	1,275
	1,275
	1,475
	1,475
	1,675
	1,675
	1,775

	
Rent
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275

	
Insurance
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300
	300

	
Advertising
	1,000
	800
	600
	250
	0
	250
	0
	250
	500
	250
	250
	0

	
Taxes
	0
	0
	0
	441
	0
	441
	0
	0
	441
	0
	0
	441

	
Loan payments
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	
Other
	    955
	   620
	   365
	   445
	   489
	   548
	   568
	   612
	   627
	   666
	   641
	   633

	Total disbursements
	$ 7,855
	$2,335
	$1,900
	$2,591
	$2,164
	$3,259
	$2,608
	$3,122
	$3,843
	$3,406
	$3,356
	$3,619

	Total cash flow
	$ 2,145
	$ (835)
	$ (100)
	$ (391)
	$  436
	$ (259)
	$  792
	$  678
	$  357
	$1,094
	$1,444
	$  681

	Beginning balance
	      0
	 2,145
	 1,310
	 1,210
	   819
	 1,255
	   997
	 1,789
	 2,467
	 2,824
	 3,918
	 5,362

	Ending balance
	$ 2,145
	$1,310
	$1,210
	$  819
	$1,255
	$  997
	$1,789
	$2,467
	$2,824
	$3,918
	$5,362
	$6,044


Product Development & Marketing Co.: 
Pro Forma Yearly Income Statement

	
	2002
	Percent
	2003
	Percent
	2004
	Percent
	2005
	Percent
	2006
	Percent

	Revenues
	$40,000
	
	$45,600
	
	$51,984
	
	$59,262
	
	$67,558
	

	Less: Sales allowances
	      0
	
	    456
	
	    520
	
	    593
	
	    676
	

	Net Revenues
	$40,000
	100.0% 
	$45,144
	100.0% 
	$51,464
	100.0%
	$58,669
	100.0%
	$66,883
	100.0%

	Cost of goods sold
	  2,000
	  5.0%
	  2,250
	  5.0%
	  2,531
	  4.9%
	  2,848
	  4.9%
	  3,204
	  4.8%

	Gross Margin
	$38,000
	95.0%
	$42,894
	95.0%
	$48,933
	95.1%
	$55,821
	95.1%
	$63,679
	95.2%

	
	
	
	
	
	
	
	
	
	
	

	Expenses
	
	
	
	
	
	
	
	
	
	

	
Selling
	
	
	
	
	
	
	
	
	
	

	

Salaries
	$     0
	0.0%
	$     0
	0.0%
	$     0
	0.0%
	$     0
	0.0%
	$     0
	0.0%

	

Advertising
	4,150
	10.4%
	4,773
	10.6%
	5,488
	10.7%
	6,312
	10.8%
	7,258
	10.9%

	

Other
	  2,600
	 6.5%
	  2,990
	 6.6%
	 3,439
	 6.7%
	  3,954
	 6.7%
	  4,547
	 6.8%

	

Total selling expenses
	$ 6,750
	16.9% 
	$ 7,763
	17.2%
	$ 8,927
	17.3%
	$10,266
	17.5%
	$11,806
	17.7%

	
General/Administrative
	
	
	
	
	
	
	
	
	
	

	

Salaries
	$13,075
	32.7%
	$14,383
	31.9%
	$15,821
	30.7%
	$17,403
	29.7%
	$19,143
	28.6%

	

Employee benefits
	1,569
	3.9%
	1,765
	3.9%
	1,986
	3.9%
	2,234
	3.8%
	2,513
	3.8%

	

Professional services
	1,200
	3.0%
	1,260
	2.8%
	1,323
	2.6%
	1,389
	2.4%
	1,459
	2.2%

	

Rent
	3,300
	8.3%
	3,548
	7.9%
	3,814
	7.4%
	4,100
	7.0%
	4,407
	6.6%

	

Insurance
	3,600
	9.0%
	3,960
	8.8%
	4,356
	8.5%
	4,792
	8.2%
	5,271
	7.9%

	

Depreciation
	600
	1.5%
	675
	1.5%
	759
	1.5%
	854
	1.5%
	961
	1.4%

	

Amortization
	1,500
	3.8%
	1,688
	3.7%
	1,898
	3.7%
	2,136
	3.6%
	2,403
	3.6%

	

Office supplies
	800
	2.0%
	880
	1.9%
	968
	1.9%
	1,065
	1.8%
	1,171
	1.8%

	

Interest
	0
	0.0%
	0
	0.0%
	0
	0.0%
	0
	0.0%
	0
	0.0%

	

Utilities
	0
	0.0%
	0
	0.0%
	0
	0.0%
	0
	0.0%
	0
	0.0%

	

Bad debts/doubtful accounts
	308
	0.8%
	355
	0.8%
	408
	0.8%
	469
	0.8%
	539
	0.8%

	

Other
	  1,000
	 2.5%
	  1,150
	 2.5%
	  1,323
	 2.6%
	  1,521
	 2.6%
	  1,749
	 2.6%

	

Total General/Administrative
	$26,952
	67.4%
	$29,662
	65.7%
	$32,655
	63.5%
	$35,962
	61.3%
	$39,616
	59.2%

	Total Expenses
	$33,702
	84.3%
	$37,425
	82.9%
	$41,582
	80.8%
	$46,228
	78.8%
	$51,422
	76.9%

	
	
	
	
	
	
	
	
	
	
	

	Net income before Taxes
	$ 4,298
	10.7%
	$ 5,469
	12.1%
	$ 7,351
	14.3%
	$ 9,594
	16.4%
	$12,257
	18.3%


	Provision for taxes
	  1,762
	 4.4%
	  2,242
	 5.0%
	  3,014
	 5.9%
	  3,933
	 6.7% 
	  5,025
	 7.5%

	Net Income after taxes
	$ 2,536
	6.3%
	$ 3,227
	7.1%
	$ 4,337
	8.4%
	$ 5,660
	9.6% 
	$ 7,232
	10.8%

	Prior period adjustment
	      0
	0.0%
	      0
	0.0%
	      0
	0.0%
	      0
	0.0%
	      0
	0.0%

	Net Increase/(Decrease) to Retain
	$ 2,536
	6.3% 
	$ 3,227
	 7.1%
	$ 4,337
	8.4%
	$ 5,660
	9.6% 
	$ 7,232
	10.8%


Product Development & Marketing Co.: 
Actual Balance Sheet

Year Starting Jan. 1, 2002

ASSETS


LIABILITIES

Current Assets


Current Liabilities

Cash

$10,000
Accounts Payable
$0

Accounts Receivable
$0

Short-term Notes
$0


Less allowance for


Current Portion


doubtful accounts
$0


of Long-term Debt
$0


Net realizable value

$0
Interest Payable
$0

Inventory

$0
Taxes Payable
$0

Temporary Investments

$0
Accrued Payroll
$0

Prepaid Expenses

$0
Total Current Liabilities
$0


Total Current Assets

$10,000





Long-term Liabilities
$0

Long-term Investments

$0





Equity

Fixed Assets


[Form depends on

Land

$0
type of business

Buildings $0 at


establishment.


Cost, less accumulated


depreciation of $0


A proprietorship


Net book value

$0
lists owner’s equity

Equipment $0 at


Cost, less accumulated


A partnership


depreciation of $0


lists each partner’s


Net book value

$0
and total partners’

Furniture/fixtures $0 at


equity.


Cost, less accumulated


depreciation of $0


A corporation


Net book value

$0
shows capital stock,





paid‑in capital,

Total Net Fixed Assets

$0
etc.]
$10,000

Other Assets

$0





TOTAL LIABILITIES

TOTAL ASSETS

$10,000

AND EQUITY
$10,000

Product Development & Marketing Co.: 
Pro Forma Balance Sheet

Year Ending Dec. 31, 2002

ASSETS


LIABILITIES

Current Assets


Current Liabilities

Cash

$522
Accounts Payable
$2,550

Accounts receivable
$3,900

Short-term Notes
$0


Less Allowance for


Current Portion


doubtful accounts
$25


of long-term Debt
$0


Net realizable value

$3,875
Interest Payable
$0

Inventory

$0
Taxes Payable
$146

Temporary Investments

$0
Accrued Payroll
$900

Prepaid Expenses

$225
Total Current Liabilities
$3,596


Total Current Assets

$4,622





Long-term Liabilities
$0

Long-term Investments

$0





Equity

Fixed Assets


[Form depends on

Land

$0
type of business

Buildings $0 at


establishment.


Cost, less accumulated


depreciation of $0


A proprietorship


Net book value

$0
lists owner’s equity.

Equipment $0 at


Cost, less accumulated


A partnership


depreciation of $0


lists each partner’s


Net book value

$0
and total partners’

Furniture/fixtures $5,000 at


equity.


Cost, less accumulated


depreciation of
$625

A corporation


Net book value

$4,375
shows capital stock,





paid‑in capital,

Total Net Fixed Assets

$4,375
etc.]
$5,401

Other Assets

$0





TOTAL LIABILITIES

TOTAL ASSETS

$8,997

AND EQUITY
$8,997


PATRICK D. HOLIDAY

808 Cardinal Drive

Waco, TX 76712

(817) 776‑XXXX Hm

(817) 756‑XXXX Wk

EDUCATION

University of
B.E.E., June 12, 1973

Minnesota
5 year degree in Electrical Engineering with


a minor in Industrial Engineering/Management

McLennan Community
Various College courses in advertising,

College
marketing, business, and computers.

EXPERIENCE

1996–Present
Community College Instructor

1987–1996
Holiday-Hammond Corporation, Inc.--President/CEO

Manufactured and distributed commercial dryers to the hotel/motel industry, the health care industry, and various other industries. During this time, two new dryers were developed and marketed. our distributor network was increased from 1 national distributor in 1979 to 76 world-wide distributors in 1988. In 1988, the company was sold to Speed Queen Company.

1981–1987
Eco Lab, Inc.--Plant Manager

Responsible for manufacturing and quality of commercial washer and dryer production in Waco, TX. Production increased from an average of 10 units per month to over 150 units per month at peak production. Substantial improvements in quality were realized.

PROFESSIONAL

ASSOCIATIONS
Society of Mechanical Engineers (SME)


Institute of Electrical and Electronic Engineers


(IEEE)

MILITARY

SERVICE
U.S. Air Force, Honorable Discharge

REFERENCES
Available upon Request

Fee Schedule


1.
Preliminary Appraisal: We review your goals and discuss how they can be obtained and where PD&M can be of service. You choose the services you need. NO CHARGE for first visit.


2.
Invention Evaluation: $95—Over 30 areas are evaluated objectively to determine potential for commercial success. Evaluation includes recommendations on how to license your invention to industry.


3.
Disclosure Document: $39


4.
Inventor’s Journal: $39—Includes information with a sample entry to assist you in making your first entry, twelve suggestions for keeping a ledger, and “statements” to use for witness, notary, and drawings.


5.
Patent Search: $350. This fee includes copies of patents (prior art) that are similar to your invention. This fee also includes a written opinion as to the patentability of your invention from a registered patent attorney.


6.
Start Up Package: $495—Includes: Invention Evaluation, Disclosure Document, Drawings, Inventor’s Journal, Patent Search, and Patent Opinion.


7.
Patent Application, Preparation and Filing: Utility Patents ($2,000 for typical mechanical patent application.) A quote will be furnished on complicated or involved patents.

Design Patents—$650


8.
Copyright: $25 to fill out application—ready for your signature and submittal.


9.
Trademark: $45 to fill out application. Trademark Search (all 50 states and federal registers) = $195, Drawing = $100 (typical)


10.
Engineering Services: Estimates are provided on NO CHARGE basis. We can work with you on an hourly rate or on a quoted fee based on the work we are requested to do.


11.
Drafting: Most of our drafting is done on a CAD (Computer Aided Drafting) System. Typical prices are: 

$30–$50 for A size drawing


$50–$75 for B size drawing


$75–$150 for C size drawing



A typical price for a drawing addition/correction is $10–$20. If requested, an actual quote will be provided prior to starting work based on your sketch. A 5¼ inch diskette back-up can be provided for $5.


12.
Business Plan: $650–$1,900 depending on complexity, size of plan, and market research required.


13.
Market Research (Primary): $475–$1,250 for a simple market survey based on minimum sampling techniques. If more than 95% reliability is required, we suggest services such as A.C. Nielsen be considered.


14.
Target Company Search: $395–$675 to contact manufacturers of your type product and obtain information on potential marketability, possible interest, submittal policy, attitude, etc.


15.
Market Research (Focus-Group Study): $1,950 for a small independent group. There is an additional charge for video tape and supplemental evaluators.


16.
Market Research (Secondary): $100–$1,000 depending on complexity and amount of market and/or demographics information needed.


17.
Marketing Assistance: Assistance is provided in selling your invention and/or invention rights. A fee will be quoted based on the complexity and amount of involvement of Product Development and Marketing Co. This work can be done on an hourly basis or on a commission basis (typical rate is 25%). No fee is paid on a commission basis unless we are successful in selling or licensing the patent for the client.


18.
Seed Money Financing: $995. This is a practical way to obtain seed money to get your idea developed, patented, and ready to market. It includes documents to incorporate, issue stock, corporate notes, and stock certificates, etc.


19.
Venture Capital: This can be done on a fee basis or on a percentage basis (typical rate is 6 to 15%). No fee is paid on a commission basis unless we are successful in obtaining venture capital for the client.

NOTE: Prices are subject to change.

Inventors—Protect Your Idea

One of the greatest concerns an inventor has is protecting their idea. Product Development & Marketing Co. recommends the first step for every inventor is to record their idea. To accomplish this we recommend two alternatives. These are the Inventor’s Journal and the Disclosure Document.

When choosing an Inventor’s Journal, make sure that it is bound, lined, and the pages are numbered. After making your first (initial) entry describing your invention, it is recommended you have it witnessed and notarized. As you continue to work on your patent, make entries in the Inventor’s Journal, sign and date them. It is also very important that you have each page witnessed. Approximately every six months you should have your Inventor’s Journal notarized.

Recently the Disclosure Document has become a favorite way of recording the date of conception for an invention. This service is provided by the U.S. Patent and Trademark Off ice. Two copies of your invention with a cover letter are submitted as a Disclosure Document. They are both stamped with the same identification number and date of receipt. One of these copies is returned to you for future reference. Once the Disclosure Document is filed, you have the protection needed to develop your patent so application can be made. You have two years to apply for a patent. The Document Disclosure program does not take away from the value of a conventional witnessed and notarized Inventor’s Journal that includes evidence as conception of an invention. The Document Disclosure program provides a credible form of evidence including registration with the U.S. Patent and Trademark Office.

CAUTION: It is recommended that one of the above alternatives be used in place of mailing a disclosure letter to oneself or another person by registered mail.

CAUTION: Any public use or sale in the United States or publication of your invention anywhere in the world more than one year prior to the filing of a patent application on your invention will prohibit the granting of your patent.

RECOMMENDATION: Product Development and Marketing Co. offers a full range of services and would appreciate the opportunity to work with you on your invention. An initial consultation is offered at no charge. We would like to work with you in preparing and submitting a Disclosure Document or Inventor’s Journal. Our office has both of these available at $39 each which includes our assistance in filling them out. Once you have taken this step we are prepared to take you to the next phase of getting your product successfully to the market.

Confidentiality and Non-Use Statement

Product Development and Marketing Co. is in the business of assisting inventors and entrepreneurs in getting their product or service successfully to market. Our company’s integrity depends on maintaining the confidentiality of all products and services presented to it.

Product Development and Marketing Co. and/or its agents agree the idea, invention, product, or service you are disclosing, and which you believe to be your own original creation, shall not be disclosed without your permission. Product Development and Marketing Co. also agrees that any changes, modifications, and/or improvements suggested or made by our company will automatically become your property.

Product Development and Marketing Co. cannot assume any responsibility with respect to features of the invention which can be demonstrated to be already known to us or rightfully belong to another inventor.

In consideration of the above, you have approached Product Development and Marketing Co. for the purpose of discussing your idea, product, or service known (described) as:

to determine if the services offered by Product Development and Marketing Co. would be beneficial.

Agreed on this              day of                      , 2002.

                                                 

RD. (Pat) Holiday, President

Product Development & Marketing Co.

NOTE: This form is for your protection and should remain in your possession.
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