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The Business Plan is a written summary of what you hope to accomplish by being in business and how you intend to organize your resources to meet your goals. It is the road map for operating your business and measuring progress along the way. 

1. A properly written business plan is essential for a lender or investor to assess your proposal and qualify you as a business manager. 

2. The business plan identifies the amount of funding required to start, operate and grow your business.

3. By committing your plans to paper, your overall ability to manage the business will improve. You will be better able to identify the obstacles in advance, build in strategies and assess the risks to prevent wipe out or failure.

4. It helps you to be more real and objective.

5. It clarifies your customers, their wants and needs, your pricing strategy and your competition.

6. Your research analyzes your market, your customers and helps you create and effective strategy for reaching and selling to it.

7. Your business plan is a live dynamic document that serves you Three or four hours spent each month updating your plan will save you time and money in the long run and may even save your business. Resolve now to make planning a part of your management style.

Fact: A business success study concluded that businesses that had a business plan and followed it were twice as likely to succeed. So “plan the work and work the plan”.

Executive Summary
(Complete this section when the entire plan is complete)


The executive summary describes the highlights of the business plan. Even though your entire business is well described later on, a crisp, one or two page introduction helps to capture the immediate attention of the potential investor or lender. 

Purpose:

- Introduction, summaries and conclusions.

- Creates a lasting impression.

- Explains, guides and directs the reader.

- Grabs attention.

- Show financial viability.

- Connects the research with marketing plan with the financial's.

- 3-5 pages maximum. 1-2 pages for simple businesses is usually sufficient.

Typical Layout:

- Business description with mission statement.

- Ownership, management profiles and location.

- Key goals and objectives.

- Competitive advantage.

- Marketing opportunities (plan) and costs.

- Financial projections. (3 years)

- Securities offered to investors (preferred shares, common shares, debentures, etc.) 

- Business loans sought (term loan, operating line of credit) 

- Highlights of Business Plan (your project, competitive advantage and "bottom line" in a nutshell. Preferably one page maximum) 

*** This summary page is extremely important in capturing the reader's attention. Make sure it sells your idea so the reader will retain interest and continue reading
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Business Concept

The business concept is a brief overview of your business idea. Who you are, what it is, who will be doing it and what are its unique characteristics. Why would this business succeed. What are the basic characteristics.


- company name and information


- legal description and location


- hours of operation

Key Characteristics


- what to you offer the market


- business tracking methods (accounting software and/or accountant)


- you may include pictures of a building or proto type.


- 

Tip:
Business Name:


Try to choose a name that best describes your business and lets people know something about you, what you do or who your are, especially if you are going to market or promote on the Internet.  Your URL or domains will be critical to much of your search criteria and search engine listing.

- descriptive

- memorable

- short

- how are you going to advertise

* consider your target market and what may be meaningful to them. (the culture, the gender if specific, etc.)

Background of Product/Service

Simply state what lead to the development of this business idea and other contributing factors and back ground information.

Mission & Vision

Mission Statement  

Considering your core values, your answers to the questions regarding your mission statement and the samples given try to write a statement that best describes the heart and soul of your purpose. You may want to write several statements and collaborate with as many stake holders as necessary and then record your final statement below. Then check your statement against Steven Covey's questions.

From Steven Covey's book Principle Centered Leadership I believe renamed The 4 Roles of Leadership a final set of questions that may help fine tune your statement into something that is more than just words. Use your mission statement proudly, display it in your business, at your home, in all your business literature, websites, etc., etc., etc., and be sure to live by it.

Ÿ Does the mission statement show the means to an end.

Ÿ Does the mission statement recognize everybody the company deals with. (All stake holders)

Ÿ Does the mission statement come from within the organization. (Hearts and values of the people)

Ÿ Does the mission statement meet the basic needs of people. (Social, economical, spiritual, mental)

Example statements:
Starbucks Coffee

“To continue to be the Premier Coffee Service Company by providing our customers with unsurpassed quality in products and service that assure total satisfaction”

Crown Packaging Ltd.

Our mission is to continually improve our people, products, quality and service in conformance with our customers requirements, allowing us to mutually grow and prosper”

Toastmasters International Mission

Through its member clubs, T.I., helps men & women learn the arts of speaking, listening & thinking. Vital skills that promote self-actualization, enhance leadership potential, foster human understanding and contribute to the betterment of mankind. It is basic to its mission that T.I. continually expand its worldwide network of clubs, thereby offering ever greater numbers of people the opportunity to benefit from its programs.

Core Values

It is very empowering to choose a set of values that you promise to live by and allow to be part of a guiding governing philosophy and ultimately part of your personal, family or corporate mission statement. The results from this exercise will be used to help create our mission statement.
Vision Statement
This is simply a well thought through statement that can further empower all stakeholders and provide more purpose and direction for the company.

Description of Industry

This section will contain:

- Industry outlook and growth potential (industry trends, new products and developments. State your sources of information) 

- National and economic trends (population shifts, consumer trends, relevant economic indicators)


Ultimately your research must answer the following question: is there or will there be sufficient demand for the product or service you will supply? Your research must demonstrate support for your belief there is a share for you in the marketplace. It is important for you to gain an understanding of the general economic conditions that will affect your chosen business. This will require an examination of the INDUSTRY your product or service falls into, and the MARKET you will access. All business within the general economy is described within at least one INDUSTRY classification, and is called an industry sector. Once you have determined your sector you can undertake SECTOR ANALYSIS. This will provide information ranging from the Performance of this sector within the overall economy, as well as information on the kinds of Products/Services that are extracted, manufactured, imported/exported, etc. You can also research current industry CONDITIONS, including overall Market analysis, Forecasts and Growth trends. This kind of information will give you a broad understanding of how your business may fit into the economy in general over time. It can also give you a sense of how developed or populated the business market might be that you are preparing to enter.

Trends:

Seek out business and consumer trends. What are the top selling products and services. Example: Profit Magazine article, Best Businesses To Go Into Now 2003 by Susanne Baillie, Dee Van Dyk and Kali Pearson. December 2002 / January 2003

Best Bets 2003: PROFIT's top 10 business opportunities. 

1. Organics: smart foods for health-conscious consumers.

2. Consulting: selling your business acumen.

3. Wireless world: devices and software enabling businesses to profit from wireless technologies.

4. Green power: helping businesses and consumers cut energy costs and pollution.

5. Fountain of youth: keeping boomers young.

6. Computer interfaces: efficient ways to input information.

7."Seniorizing" the home: devices to help the aging live in their own homes.

8. Explaining technology: helping people deal with ever more complex technologies in their daily lives.

9. Many worlds: helping businesses sell to diverse cultures.

10. Living slim: selling ways to lose weight — or to live with it.

Product/Service Description
Detailed Description of Product:

Describe your product with a good brief detailed overview and explanation of its features, functions and construction. If there is a large amount of technical specs then appendix it at the back.

Product Cost Analysis:

Break down the cost of your product into precise detail.

· How much does each individual component cost.

· What are the buying level price breaks.

Product Pricing:
Pricing (costing, markups, margins, break-even)

Pricing Techniques.

The importance of pricing can not be underestimated as incorrect pricing can often result in the failure of a business. New businesses often make the mistake of either charging too little or too much for their product or service. So to help you avoid making one of these mistakes, the following section will outline some of the guiding principles of price determination.

Setting Prices.

Prices for products and services can be set by pricing to the market, pricing to your costs, and rule of thumb pricing. New business people with little experience may set an initial price based on the market, and then as experience grows, re-set prices according to costs. These two aspects of price--what is acceptable to the market, and what costs are--must both be considered. In addition, effective pricing depends on the business goals of your company: do you want to maximize profits or are you aiming for high growth in sales? The choices that a business ultimately makes about its markets and sales make a big difference in pricing. For example, a business may make an early choice about where to position themselves in the market--the "good value," low end of the market, or the "quality conscious," upscale market. In pricing, as in everything else in business, the customer is the reference point.

Pricing to the Market

Compare prices with your competitors for similar products and services. Set the price range that customers will expect. You can use that market price range--what is acceptable to the market--as a guide to set your prices. Businesses or people to whom you sell may also price to the market by telling you what they will pay for your product or service. As you keep records of actual costs, the cost approach to pricing will help you make sure all your costs are covered, which may not be true in a market approach to pricing.

"Rules of Thumb" in Setting Prices

Some types of businesses charge prices according to certain "rules of thumb". For example: The price is always twice labor plus materials, or twice materials plus labor depending on which is higher; price is always materials and labor plus 20% for fixed costs, plus 25% for profits.  Calculating actual costs is the only proven way to make sure your prices cover your costs. Labor/time charges are to be covered partly in the costs of production and partly as a salary in the fixed/operating or overhead costs. In summary, key points to consider in setting prices are:

- marketing strategy and your immediate goals; 

- competitors' prices, and the market; 

- market demand for the product and consumer buying trends; 

- need to cover costs and provide an adequate profit.

Product Packaging:
How is the product packaged? Describe, attach photo and or illustrations. 

Detailed Description of Service:

Service Cost Analysis:

Production Analysis
Production Process & Production Plan: 
(Manufacturing) 

This section will contain:

- Brief description of production process (technical details can be in appendix) 

- Physical plant requirements (building, utility requirements, expansion capability, layout) 

- Machinery and equipment (new or used, lease or purchase, capacity) 

- Raw materials (readily available, quality, sources) 

- Inventory requirements (seasonal levels, turnover rates, method of control) 

- Suppliers, who do you have accounts with and choose them with care and business consideration.  (volume discounts, multiple sources) 

- Personnel required (full-time, part-time, skill level, availability, training required) 

- Cost of facilities, equipment and materials (estimates and quotations) 

(Retail or Service) 

This section will contain:

- Purchasing plans (volume discounts, multiple sources, quality, price) 

- Inventory system (seasonal variation, turnover rates, method of control) 

- Space requirements (floor and office space, improvement required, expansion capability) 

- Staff and equipment required (personnel by skill level, fixtures, office equipment)

Market Analysis
“We do precision guess work based on vague assumptions and unreliable data of dubious accuracy provided by persons of questionable intellectual capacity.”

Focusing available information to make better business decisions:
Six Basic Steps to Market Research.

1. Define the need for the information. 


- what do you need to know

2. Plan your research.


- determine information to be research


- select key words and phrases to search


- identify possible sources


- document the plan

3. Conduct the research.


- data bases and Government websites to research.


- library


- Internet

4. Gather and record the information.


- the evidence doesn’t lie but let the research lead you not you lead the research

5. Evaluate the information.


- create descriptive paragraphs of this information.

6. Document the information.


- make sure to quote your sources and add that to the research you include in your business plan.

Research the:

- Business opportunity.

- Business Environment. (Industry & Competitors)

- Market Analysis. (Target market, media & price analysis)

- Financial Analysis. (Break even, sales projections, expenses)

- Management Analysis. (Supplies, systems)

Types of Research: 

(primary & secondary research)

1. Survey.


- test marketing and asking people.

2. General research.


- Internet, libraries, Government agencies and associations.

3. Statistical research.


- the larger the sample the better the statistics.

4. Observation.


- purchase the competitors product or service if viable.

5. Experimentation.

The 8 basic questions:

1. Who is the target set of buyers? (who)

2. What satisfactions does the target buyer seek?  (what do they want to get)

3. Which “key purchase criteria’s” are least satisfied by current products and what are those sources? (what aren’t they getting)

4. How are these satisfactions obtained? (what do they get)

5. How well does your product fit into the current systems & perceptions? (how will they perceive it)

6. How does the buyer obtain your product? (where do they get it)

7. When does the buyer buy? (when do they get it)

8. What is the basis of the choice between yours and other products? (why buy it from you)

The Market:
Markets and customers (size of total market, new requirements and market trends)

- identifying your specific market segments

My Customers:

Who is Your Customer? In order to tailor your marketing and advertising strategies to appeal to the tastes and interests of your market, you must first identify your customer. In order to do this, it is necessary to conduct thorough research of the consumer marketplace. Keep in mind, the more information you have about your target market, the better able you will be to develop a successful marketing plan..

Market Segmenting:

Using Gerber's model try to determine your Central Demographic Model & Flanker Model:

Draw a line across a paper with dots every one inch then label each dot with basic demographic information (age, sex) and place a dot for every sale made or gathered research by each dot to see who is your most probable customer.

female   30-40 - *********************************************

female   40-50 - *********

female   50-60
- **

male      30-40 - ******************

male      40-50 - **

male      50-60 -

The above was results from 35 feed back forms on the web site. This small study revealed my Central Demographic model is Female 30-40 and the Flanker is Male 30-40.

Demographic information: 
Information that makes up the social profiles of the people in your target market is called demographic information, and includes: 

- age, usually given in a range (20-35 years) 

- sex 

- marriage/partner status 

- location of household 

- family size and description 

- income, especially disposable income (money available to spend) 

- education level, usually to last level completed 

- occupation  interests, purchasing profile (what are consumers known to want?) 

- cultural, ethnic, racial background

Psyhcographic information: 


Understanding that we want to appeal to the unconscious mind through the conscious mind. The unconscious makes its decision based on the sensory package and the conscious mind goes through a rationalizing process to justify the purchase. His perception is his reality.

- Why do they buy? 

- What need does the commodity fill? 

- How am I going to fill that perceived need?

Key Purchase Criteria: Why do people buy what they buy.

Value = price + quality (generally)

Price
It has been estimated that 30% of people buy on price alone and 70% on quality & value.

Quality  (has many aspects)

- the physical product

- promotion

- place

- people

Physical Product:  (what’s important to the customer about the product they purchase)

Example:

- new technology that is effective, efficient

- the software is reliable (doesn’t crash)

- supported (technical support)

- flexible to accommodate different scripts

- simple and not complex 

- it produces a professional product

- quick email responses

- fully guaranteed

- multiple formats available

Promotion:  (what’s types of promotion is important to your customer)

Example:

- creditable endorsement, references, testimonies available

- write ups/press releases in magazines, journals and newspapers/groups

- 1-800# available

- online tech support

- customer chat forum with tips and ideas, solutions

- big box stores offer it

- personal & professional development companies online or offline offer it

- business card (physical and electronic)

- multimedia explanation presentation

- promotional literature that describes, explains

Place: (what’s important to the customer about the place they purchase)

Example:

- easily navigated websites

- secure online transactions

- assurance that their information gathered will not be misused

- security, security, security

- available through big box stores

People: (what’s important to the customer about the people they deal with)

Example:

- skilled (support)

- professional (appearance and attitudes)

- knowledgeable (in industry, with product)

- dedicated (to meet their needs)

- friendly (pleasant to deal with)

- forth giving (willing to provide any available knowledge)

- efficient & effective (don’t waste time, get to the point or solution)

Competition:
Competitive companies (market share, strengths and weaknesses, profitability)

Who exactly are your competitors and why do customers buy from them. What are their strengths and weaknesses & compare that to your strengths and weaknesses. (see your SWOT analysis)

S.W.O.T. Analysis:
SWOT Analysis: Understanding Your Strengths, Weaknesses, Opportunities and Threats

Why use the tool? 


SWOT Analysis is a very effective way of identifying your Strengths and Weaknesses, and of examining the Opportunities and Threats you face. Carrying out an analysis using the SWOT framework will help you to focus your activities into areas where you are strong, and where the greatest opportunities lie.

How to use tool: 

To carry out a SWOT Analysis write down answers to the following questions. Where appropriate, use similar questions:

Strengths: 
Ÿ What are your advantages? 

Ÿ What do you do well? 

Ÿ What do other people see as your strengths? 


Consider this from your own point of view and from the point of view of the people you deal with. Don't be modest - be realistic. If you are having any difficulty with this, try writing down a list of your characteristics. Some of these will hopefully be strengths!

Weaknesses: 

Ÿ What could you improve? 

Ÿ What do you do badly? 

Ÿ What should you avoid? 


Again, consider this from an internal and external basis - do other people seem to perceive weaknesses that you do not see? Are your competitors doing any better than you? It is best to be realistic now, and face any unpleasant truths as soon as possible.

Opportunities:
Ÿ Where are the good opportunities facing you? 

Ÿ What are the interesting trends you are aware of? 

Useful opportunities can come from such things as: 

Ÿ Changes in technology and markets on both a broad and narrow scale 

Ÿ Changes in government policy related to your field 

Ÿ Changes in social patterns, population profiles, lifestyle changes, etc. Local Events 

Threats: 
Ÿ What obstacles do you face? 

Ÿ What is your competition doing? 

Ÿ Are the required specifications for your job, products or services changing? 

Ÿ Is changing technology threatening your position? 

Ÿ Do you have bad debt or cash-flow problems? 


Carrying out this analysis will often be illuminating - both in terms of pointing out what needs to be done, and in putting problems into perspective. You can also apply SWOT analysis to your competitors, this may produce some interesting insights!

Example: 

A start-up small consultancy business might carry out the following SWOT analysis:

Strengths:

Ÿ We are able to respond very quickly as we have no red tape, no need for higher management approval, etc. 

Ÿ We are able to give really good customer care, as the current small amount of work means we have plenty of time to devote to customers.

Ÿ Our lead consultant has strong reputation within the market.

Ÿ We can change direction quickly if we find that our marketing is not working.

Ÿ We have small overheads, so can offer good value to customers.

Weaknesses:

Ÿ Our company has no market presence or reputation.

Ÿ We have a small staff with a shallow skills base in many areas.

Ÿ We are vulnerable to vital staff being sick, leaving, etc. 

Ÿ Our cash flow will be unreliable in the early stages.

Opportunities:

Ÿ Our business sector is expanding, with many future opportunities for success 

Ÿ Our local council wants to encourage local businesses with work where possible 

Ÿ Our competitors may be slow to adopt new technologies 

Threats:

Ÿ Will developments in technology change this market beyond our ability to adapt? 

Ÿ A small change in focus of a large competitor might wipe out any market position we achieve. 


The consultancy might therefore decide to specialize in rapid response, good value services to local businesses. Marketing would be in selected local publications, to get the greatest possible market presence for a set advertising budget. The consultancy should keep up-to-date with changes in technology where possible.

Key points: 

SWOT analysis is a framework for analyzing your strengths and weaknesses, and the opportunities and threats you face. This will help you to focus on your strengths, minimize weaknesses, and take the greatest possible advantage of opportunities available.

Marketing Plan

Many people consider marketing to be promotion, advertising and all the selling techniques used to get someone to buy a product. However marketing is much more. A marketing approach to business begins with the customers needs and involves designing the entire enterprise around fulfilling those needs. Decisions about the product's design, sales outlets, the price, the service level and where to advertise are made with a solid understanding of who the customer is and what they are looking for.

Michael Gerber author of the E-myth has organized the fundamental principles which he believes form the foundation of every lasting business. That is for a business to succeed in a free market system the business must learn how to satisfy, better than its competitors the essential needs, unconscious expectations, and perceived preferences of the four most important groups in its universe.


1) The people who work for it. Employee's


2) The people who buy from it. Customers


3) The people who sell to it. Suppliers


4) the people who lend to it. Lenders

The Marketing of a product or service contains:

1. Discovering  needs and wants of your customers.

2. Producing a product with the appropriate features and quality.

3. Pricing the product. (it is understood that 30% of population is price sensitive)

4. Promoting the product.

5. Selling and delivering the product that fulfills those wants and needs.

Branding:

Positioning your Business

Positioning refers to the image customers have of your business. The goal is to create a business image that enables you to position your business in such a way that, in essence, it acts as a natural magnet for your intended customers. 

Your overall position should emphasize those areas that your customers value most, and those which make you different from your competition. Its designing and marketing a product to meet the needs of a target market. Creating the appropriate marketing appeals to make the product stand out from the competition in the minds of the target market.

Sensory Package:

This is the shapes, sounds, colors, logo’s. The look and feel of you business.  Your business literature package and the words you use. How you answer the telephone, etc... (review Michael Gerber's power point marketing)

- business cards

- stationary package

- telephone scripts

- greetings

Test marketing:
Test Market research is most powerful. Below are way to gather that data.

Observe Your Competition

Talk to your Suppliers 

Talk to your Customers 

Surveys and Focus Groups 

Hire Students to do a Survey 

More details on this information can be found at; http://www.smallbusinessbc.ca/workshop/research.html

Marketing Strategy: 
After you have determined your target market, next is to determine how to reach them. In this section outline the details and steps to:

- reach your potential customers

- convert them from interested to buying

Promotion:
Promotion (media advertising, promotions, publicity-appropriate to reach target market)

Sometimes called your Marketing Mix or the Marketing P’s. 

- Product (service)

- Place (distribution)

- Price 

- Promotion

- People

Promotion Channels
- advertising 

- publicity

- sales promotions

- personal selling

- networking

- packaging

Factors that Influence Promotional Strategy
- target market

- size of market

- location of market

- timing (what is peak season/time)

- stage of business cycle 

- coordination

Advertising.

Attention - Interest - Desire - Action AIDA

Distribution:
Distribution (direct to public, wholesale, retail, multiple outlets) How are you going to get your product or service to the customer. Forms of delivery.

Local

National 

International

Guarantees/Warranty:

Guarantees (product guarantees, service warranties)

Data Base & Tracking:

Your customer data base and tracking methods (method for confirming who your customers are and how they heard about you)

Marketing Tips:
Selling to the Government of Canada

The Basics of Selling to Government  - http://contractscanada.gc.ca/en/othersys-e.htm 

The Government of Canada buys approximately $14 billion worth of goods and services every year from thousands of suppliers. There are over 100 departments, agencies, Crown Corporations and Special Operating Agencies. Public Works and Government Services Canada (PWGSC) is the government's largest purchasing organization, averaging 50,000 contracts totaling eight billion dollars annually. While PWGSC buys goods for most departments of the federal government, the departments buy most services themselves. 

There are several ways of doing business with us: 

1. By selling directly to government departments and agencies via cash, acquisition card (credit card), local purchase order or contract. 

Goods: Departments have authority to buy up to $5,000 directly from suppliers. Over $5,000 they must go to PWGSC. 

Services: Departments can buy services directly (with a few exceptions).

2. By accessing MERX™, the electronic tendering service. http://www.merx.bmo.com

3. By registering on-line as a supplier for goods and services. http://contractscanada.gc.ca/en/regist-e.htm
The overall procurement and contracting policies of the Government of Canada are established by Treasury Board. The objective of government contracting is to acquire goods and services, and to carry out construction, in a manner that enhances access, competition and fairness and results in best value to the Canadian government. Government policy requires that contracting be conducted in a manner that will: stand the test of public scrutiny, increase access, encourage competition and reflect fairness; comply with Canada's trade obligations under the North American Free Trade Agreement (NAFTA), the World Trade Organization Agreement on Government Procurement (WTO-AGP), and the Agreement on Internal Trade.

Risk Analysis

List the critical risks that may occur to damage your business both external and internal.  Identify your contingency plans to deal with these possible setbacks. Some risks can be simply bought with insurance like external threats. Others need to be closely looked and calculated to reduce the risk as much as possible. 

Risk management is a clear picture of what the risk is all about and how are you going to respond to it.

External Threats:

- acts of God, flood, fire, earthquake

- changes in Governing policies

- health problems

- computer crashes, etc...

Internal Threats:

- employee problems or loss

- failure to anticipate market changes 

- supplier changes

Business Goals
Make sure your stated business goals are compatible with your personal goals, your own management ability and family considerations.

This section will contain:

- One year (specific goals, such as gross sales, profit margins, share of market, opening new store, plant or office, introducing new product, etc.) 

- 3 - 5 year (goals, projections the best you can)

- Over the longer term (return on investment, business net worth, sale of business)

Financial Plan:
Microsoft Excel also has all the blank templates ready for you to fill in the numbers. All the formulas have already been programmed in but it is highly recommended that you have these totals double checked.


The financial plan outlines the level of present financing and identifies the financing sought. This section should be kept concise with supporting material supplied only when requested. The Financial Plan contains pro-forma financial forecasts. In carrying out your action plan for the coming year, these operating forecasts are your guide to business survival and profitability. Resolve now to refer to them often and, if circumstances dictate, rework them as necessary. Before presenting your Business Plan to a lender or investor, review your financial statements with your accountant. This familiarity will increase your credibility and at the same time provide you with a good understanding of what the financial statements reveal about the viability of your business. 

(Write a paragraph or two explaining how I came to these financial decisions. Put it in context and where I am coming from.)

Break Even Point Analysis:

Create a simple chart (graphical or mathematical) that shows what your minimum sales would need to be to break even. An annual projection that tells someone how many sales to you have to make to cover your expenses.

(Write a paragraph or two explaining how I came to these financial decisions. Put it in context and where I am coming from.)
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[image: image2.wmf]BEP = fixed expenses div. by   1-   variable exp. div. by gross sales.

Example:

G.S. = $80,000.00

F.E. = $10,000.00

V.E. = $40,000.00

BEP =    10,000

1- 40,000

80,000

divided

by

BEP = 10,000

=

0.50

0.50

= $20,000

$20,000 dolars of sales is required to break even. 

BEP = 10,000 divided 

by

1 - .50

BEP =    Fixed Exp. divided 

by

1  -  Variable Exp.

Gross Sales


Start Up Costs:  

Detail the expenses associated with the start up of your business.

- equipment

- expenses, supplies

- licensing & registration

There are two types of start up expenses.

- one time costs. (tools, computers, furniture, vehicles, etc..)

- operating expenses. (costs that need to be covered while the business is operating until it develops enough profit to pay for these expenses. Fuel, supplies, hydro, telephone, etc...)

Sales Forecasts/Projections:

This section will contain:

- Assumptions (one never has all the necessary information, so state all the assumptions made in developing the forecast) 

- Monthly forecast for coming year (sales volume in units and dollars) 

- Annual forecast for following 2-4 years (sales volume in dollars)
(Write a paragraph or two explaining how I came to these financial decisions. Put it in context and where I am coming from.)
Tips for Sales Forecasting:

Sales Forecasting for a New Business tips by BC Business Service Centre. (http://www.smallbusinessbc.ca)

These steps for developing a sales forecast can be applied to most kinds of businesses: 

Step 1: Develop a customer profile and determine the trends in your industry. Make some basic assumptions about the customers in your target market. Experienced business people will tell you that a good rule of thumb is that 20% of your customers account for 80% of your sales. If you can identify this 20% you can begin to develop a profile of your principal markets. 

Sample customer profiles: 

Male, ages 20-34, professional, middle income, fitness conscious. 

Young families, parents 25 to 39, middle income, home owners.

Small to medium sized magazine and book publishers with sales from $500,000 to $2,000,000.

Determine trends by talking to trade suppliers about what is selling well and what is not. Check out recent copies of your industry's trade magazines. Search the Business Periodicals Index (found in larger libraries) for articles related to your type of business. 

Step 2: Establish the approximate size and location of your planned trading area. Use available statistics to determine the general characteristics of this area. Use local sources to determine unique characteristics about your trading area. How far will your average customer travel to buy from your shop? Where do you intend to distribute or promote your product? This is your trading area.  Estimating the number of individuals or households can be done with little difficulty using Statistics Canada census data. Statistics Canada's Family Expenditure Survey can identify what the average household spends on goods and services. BC Stats has population forecasts for areas in British Columbia. Information on planned construction is available from a variety of sources. Directories like Contacts Target Marketing, BC Manufacturers Directory, or the Yellow Pages can help identify names of companies located in your trading area. Neighborhood business owners, the local Chamber of Commerce, the Government Agent and the community newspaper are some sources that can give you insight into unique characteristics of your area.

Step 3: List and profile competitors selling in your trading area. Get out on the street and study your competitors. Visit their stores or the locations where their product is offered. Analyze the location, customer volumes, traffic patterns, hours of operation, busy periods, prices, quality of their goods and services, product lines carried, promotional techniques, positioning, product catalogues and other handouts. If feasible, talk to customers and sales staff. 

Step 4: Use your research to estimate your sales on a monthly basis for your first year. The basis for your sales forecast can be the average monthly sales of a similar-sized competitor's operations who is operating in a similar market. It is recommended that you make adjustments for this year's predicted trend for the industry. Be sure to reduce your figures by a startup year factor of about 50% a month for the startup months.  Consider how well your competition satisfies the needs of potential customers in your trading area. Determine how you fit into this picture and what niche you plan to fill. Will you offer a better location, convenience, a better price, later hours, better quality, better service?  Consider population and economic growth in your trading area. Using your research, make an educated guess at your market share. If possible, express this as the number of customers you can hope to attract. You may want to keep it conservative and reduce your figure by approximately 15%. Prepare sales estimates month by month. Be sure to assess how seasonal your business is and consider your start up months.
Cash flow:

Cash flow forecast. Budget of cash inflow and outflow on a monthly basis for next year of operation. (Start up businesses I recommend 3 statements - best case, worst case and projected goal)

· cash flow should have your estimate and actual columns so you can evaluate your progress.

Balance Sheet:

Opening balance sheet for a new business.  Balance sheet should start with the title Balance Sheet or Opening Balance Sheet then “As of __date____”, the date you start your business. 

Income Statement:

Profit and loss statement. 

- Projected income statements 

- detailed operating forecast for next year of operation and less detailed forecast for following two years. Use sales forecast as starting point.

Financing:

Financing and Capitalization. This section will contain:

- Term loan applied for (amount, term, when required)

- Purpose of term loan (attach detailed description of assets to be financed with cost quotations)

- Owners' equity (your level of commitment to the program) 

- Summary of term loan requirements

In Canada banks are very resistant to new business start ups but many do offer programs that you can apply for. Credit Unions and Trust companies are usually a little more small business friendly. For example Van City in BC has a “Self Reliance” loan that will loan up to $35,000 based on a business plan and character. 

Use of Loan Money:

If you are starting a business and giving this plan to the loan company, be sure to include information about how you intend to use the loan money: equipment, inventory, salaries, rent, facilities, and so on.

Sources and Uses of Funds.

	Sources

- owners contributions (fair market value of assets, equipment, etc.) 

- you. (credit cards, personal loans, love money.)

- other peoples money. (investors)

- banks.

- grants.
	Uses
- computer equipment

- furniture

- vehicle

- capitol (operating expenses)


Ÿ For a loan show the ability to repay the loan.

Ÿ For an investor show the opportunity to make a profit.

Financial Ratio’s
Liquidity Ratio’s

Ÿ Current Ratio is Current Assets divided by Current Liabilities = _______ :1 

(a good ratio is $1.5:1 - $3:1 but check your industries ratio’s to compare)

Ÿ Quick Ratio (acid test) current assets (minus inventory) divided by current liabilities = ______ :1

Ÿ Debt to net worth ratio = liabilities divided by equity  _____ (3:1 is what we want)

Profitability Ratio’s

Ÿ Gross Profit to Sales = $gross profit * net sales x 100 = __________ %

Ÿ Net Profit to Sales = $net operating income

Stability Ratio’s

Operational Ratio’s

Working Capitol  = current assets minus short term liabilities ______.

Company Structure:
This section will contain lists of contracts and agreements. (management contract, shareholder or partnership agreement, franchiser service agreement, service contract) 

- Contract professionals/consultants (possible outside assistance in specialized or deficient areas)

Corporate Structure:


There are three general types of companies one can consider. The Sole Proprietorship, The Partnership and the Corporation. Brief details and advantages and disadvantages are described below.

- Legal form (proprietorship, partnership, corporation) 

- Share distribution (list of principal shareholders)

Management:

- Directors and officers (names and addresses and role in company)

- Background of key management personnel (brief biography of active owners and key employees. Do not submit a resume, list your skills and achievements, demonstrate that you are the one to fulfill the role)

- Duties and responsibilities of key personnel (brief job descriptions--who is responsible for what?)

Organizational Chart:

- list departments and divisions

- number of employee's and responsibilities
Types of Companies:
Advantages and Disadvantages of Proprietorship

Starting a proprietorship is the simplest way to set up a business. A sole proprietor is fully responsible for all debts and obligations related to his or her business. A creditor with a claim against a sole proprietor would normally have a right against all of his or her assets, whether business or personal. This is known as unlimited liability.  In a proprietorship, one person performs all the functions required for the successful operation of the business. The proprietor secures the capital, establishes and operates the business, assumes all risks, accepts all profits and losses, and pays all taxes. The proprietor is said to be self-employed. 

Advantages:

- Low startup costs 

- Greatest freedom from regulation 

- Owner in direct control of decision making 

- Minimal working capital required 

- Tax advantages to owner 

- All profits to owner 

Disadvantages:

- Unlimited liability 

- Lack of continuity in business organization in absence of owner 

- Difficulty in raising capital

Advantages and Disadvantages of Partnership

A partnership is an agreement in which two or more persons combine their resources in a business with a view to making a profit. In order to establish the terms of the partnership and to protect partners in the event of a disagreement or dissolution of a partnership, a partnership agreement should be drawn up. Standard form partnership agreements can also be purchased at most stationery stores. Partners share in the profits according to the terms of the agreement. In a General Partnership, two or more owners share the management of a business, and each is personally liable for all the debts and obligations of the business. This means that each partner is responsible for, and must assume the consequences of the actions of the other partner(s). 

A second type of partnership is a Limited Partnership which involves limited partners who combine only capital. They are not involved in managing the business and cannot be liable for more than the amount of capital they have contributed. This is known as limited liability. A limited partnership also involves general partners, who are involved in management. They are fully liable for the debts and obligations of the business, but may be entitled to a greater share of the profits. 

Advantages:

- Ease of formation 

- Low startup costs 

- Additional sources of investment capital 

- Possible tax advantages 

- Limited regulation 

- Broader management base 

Disadvantages:

- Unlimited liability 

- Divided authority 

- Difficulty in raising additional capital 

- Hard to find suitable partners 

- Possible development of conflict between partners 

- Partners can legally bind each other without prior approval 

- Lack of continuity

Advantages and Disadvantages of Incorporating

A corporation, also known as a Limited Company, is a legal entity which is separate and distinct from its members (shareholders). Each shareholder has limited liability. A creditor with a claim against the assets of the company would normally have no rights against its shareholders, although in certain circumstances shareholders may be held liable. It is recommended that legal advice be sought. This type of business can be incorporated at either the federal or provincial level. 


Ownership interests in a corporation are usually easily changed. Shares may be transferred without affecting the corporations existence or continued operation. The following characteristics distinguish it from a partnership or proprietorship: 

Limited liability - normally no member can be held personally liable for the debts, obligations or acts of the corporation beyond the amount of share capital the members has subscribed; and  Perpetual succession - because the corporation is a separate legal entity, its existence does not depend on the continued membership of any of its members. 

Advantages

- Limited liability 

- Possible tax advantage (if you qualify for a small business tax rate) 

- Specialized management 

- Ownership is transferable 

- Continuous existence 

- Separate legal entity 

- Easier to raise capital 

Disadvantages

- Closely regulated 

- Most expensive form of business to organize 

- Charter restrictions 

- Extensive record keeping necessary 

- Possible double taxation of profits 

- Shareholders (directors) may be held legally responsible in certain circumstances 

- Personal guarantees undermine limited liability advantage

Appendices 


This section will contain documents may be requested by your banker or potential investor.  I suggest to keep file folders marked with appropriate Appendix letter. Use as many Appendices as you need to contain all the details of documentation that you reference in the business plan.

Appendix A: Miscellaneous Documents:

- Personal net worth statement (including personal property values, investments, cash, bank loans, charge accounts, mortgages, other liabilities. This will substantiate the value of your personal guarantee if required for security.) 

· Letters of intent (potential orders, customer commitments, letters of support) 

Appendix B: Assets
- List of inventory (type, age, value) 

- List of leasehold improvements (description, when made) 

- List of fixed assets (description, age, serial numbers) 

- Price lists (to support cost estimates) 

- Description of insurance coverage (insurance policies, amount of coverage) 

- Accounts receivable summary (include aging schedule) 

Appendix C: Legal
- Accounts payable summary (include schedule of payments) 

- Copies of legal agreements (contracts, lease, franchise agreement, mortgage, debenture) 

- Appraisals (property, equipment) 

- Financial statements for associated companies (where appropriate)

Appendix D: Research/Statistics:

Research will help you with a wide variety of business decisions, it will also give you the best possible look at the market and potential of the business.  Compile all of your research and summarize the key points for the section “Industry  & Market Analysis” then provide the detailed information here with sources. (you must have name, dates, titles, company's so readers can verify what you have said)

Test Market research is most powerful. Below are way to gather that data.

Observe Your Competition

Talk to your Suppliers 

Talk to your Customers 

Surveys and Focus Groups 

Hire Students to do a Survey 

Appendix E: References
- all quoted sources and references from within the plan.

