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Introduction

This business plan has been developed in order to assist you plan and carry out your business project. It will allow you to anticipate the various steps towards launching your business and it will also give you a better understanding of the environment in which it will evolve.  Furthermore, this business plan will become a precious tool when it comes time to negotiate the financing of your project. 

The project manager who wishes to become a partner in an existing business can use the same document to plan his project. The project manager will complete the same sections and will follow the specific guidelines for a partnership project, if necessary. 

“My business project” is made up of two  interrelated parts.  This part, which is the "How to guide", provides guidelines by giving a point by point explanation of the elements which should appear in the second part, the “Business Plan”. 

This example adapts very well to either a manufacturing,  a commercial or a service business. Some subsections may not apply to your situation. In this case, just write “Does not apply”. 

To help you get a better understanding, many fictitious examples come with the explanations provided in this guide. You will probably ask yourself some questions while filling out certain sections. If need be, do not hesitate to consult a resource person in the field. What matters is that you write your business plan with as much precision and realism as  possible. 

COVER PAGE

In the space provided, write the name and the address of your business.

1.0
THE PROJECT

This first section aims at presenting and briefly describing the business project. 

1.1
Summary of the Project

Briefly describe your project. You should be able to answer the following questions: 

?
what?
he idea, the line of business, the target market, 
specific feature of the products (goods or services)

?
Who?
The project managers

?
Where?
The place of business

?
How much?
The cost of the project

?
When?
The expected date of start-up

If you are joining an existing business, join a brief background history of the business to the summary of the project.
1.2
Statement of Purpose

In one or two sentences, describe the mission (purpose) of your business. Here are some examples: 

High Quality Furniture Manufacturer:  

Create, produce and sell exclusively designed high quality furniture. 

Outdoor Clothing and Equipment Store:

Sell quality leisure clothing and equipment used in outdoor activities. Advise the clientele according to their needs. 

Accounting Software Designer: 

Design, produce and sell accounting software that is easy to use and adapted to the situation of the business.
1.3
Objectives

List the objectives you want to achieve, starting with short term objectives and ending with long term ones. 

Examples of objectives, in chronological order:

*
Make the business known to the clientele

*
Achieve break-even point before the end of first year of operation

*
Make a $ 12 000 profit in the first year

*
Achieve an annual turnover of $ 300 000 the second year

*
Reimburse my personal loans within the next three years

*
Develop an export market

*
etc.
If joining an existing business, describe your personal objectives. 

1.4
Progress schedule 

List the different steps you’ll have to take to carry out your project (incorporation or registration, space rental, purchase of equipment, publicity, expected date of start-up, etc.).

For a partnership, list the steps you’ll have to take to carry out expected projects by the current owners and relate your own integration. 

2.0
PROJECT MANAGERS

This section is to introduce the project managers and identify their personal contribution to the project (investment, experiences, education) and their part within the business. 

2.1 
Resume 

Complete the resume provided. Indicate your education and your professional experiences starting with the most recent ones. Mention any other relevant experiences that could be useful to the business.
2.2
Personal Balance Sheet

The personal balance sheet is the list of all possessions (assets) that belong to the project manager and of all that is owed (liabilities). Complete the  personal balance sheet provided, making sure to specify: 

For assets:

The market value (the price you would currently get) for your belongings, shares and bonds, and not their price of purchase.

For liabilities:

The outstanding balance of your loans, mortgages or other debts. Also, for each one, indicate the monthly payment in parenthesis. 

Example:
Loans (cash, bank, etc.)

Personal loan: $ 1 239 ($128 /month)  

At the end, determine your net worth using the following formula: 

	Net Worth = Assets – Liabilities


2.3
Organization Structure 

Work responsibility schedule

For each project manager, give a brief statement describing the responsibilities and tasks to be accomplished within the business. 

2.4
Legal Form

State the legal form (incorporation, registration or cooperation) chosen by the project managers and explain the reasons why this choice has been made.

For more information concerning legal forms, your can get «The Principal Forms of Enterprises in Quebec « which is sold in Les Publications du Quebec libraries.  

2.5
Ownership division

Indicate ownership division and mention the type of participation for each project manager (financial or other). If the business is incorporated, indicate how different types of shares are divided. For a registered business with at least two partners, indicate share division.  In both cases, append a business agreement. This written contract should state the rights and commitments of each, and should also describe the way to solve conflicts, or the consequences of a partner or shareholders’ death. In the case of a partnership, describe ownership division before and after your association and append a business agreement. 

The business agreement is a contract between shareholders which establishes the rules that will lead to good business transactions, mode of financing, arrival of a new partner, departure or death of a shareholder and steps to take when there is profound disagreement on a subject or between shareholders, etc. It is therefore preferable to write out this agreement when all the members have the best intentions in the world, and this is before the start-up of the business. 

3.0
MARKETING

This section should show that a market segment with sufficient sales potential exists and that the marketing strategy will allow the business to position itself well against the competition.

3.1
Products/Services

Give a detailed description of your product (good or service) and of its characteristics (quality, durability, style, maintainability, packaging, guarantees, etc.).

*
Describe the nature of the products/services and give some physical characteristics (size, weight, packaging, colour, shape, etc.). If your product/service is not at a stage where it can be commercialized, indicate its stage of development. 

*
Describe the use of your product/service, what it is for.

*
Identify the advantages that distinguish your product/service from the competition’s. Does your product/service do more, or something better than the others, etc.? 

*
If you hold titles, patents, or trademarks, specify the terms and the advantages they impart. 

*
Can your product/service be subjected to future developments that would prolong its life cycle? Is there a risk that your product/service could be replaced by another more technologically advanced product?  

*
For each product/service, what objective are you aiming for?

*
What strategy will you use to enter the market, and then what growth strategy will you establish to reach your goals?
3.2
Market Analysis

Overall market

Using statistics from the past few years, assess the importance and the evolution of your industry for the targeted region (in dollars). Discuss market trends also.  

Target Market

Determine the group of customers which will be most likely to buy your product (age group, sex, income, occupation, etc.). Determine where the majority of this clientele is located (district, city, etc.) and what potential it represents (in number of people and dollars). Summarize the reasons why your potential customers buy  similar products (quality, price, originality, attractiveness of the product, etc.). Also describe their buying habits (bulk, speciality shop, at discount prices, etc.). 

Market analysis is one of the most important steps in the preparation of the business plan. It is at this stage that you will established if there is a market for the product/service you want to promote, considering overall demand and competition. The ultimate objective is to determine the appropriate sales figure and the strategy to reach it. 

Habits and purchase behaviour are not the same for all types of clientele. The nature of the clientele must be determined and segmented according to certain criteria that make them into homogenous groups, based on purchase behaviours (volume, demand rate, brand support), demographic and socio-economic characteristics (age, sex, income, etc.),  psychographic variables (lifestyle, personality) or psychological variables (motivations, attitudes, preferences, perceptions).  
*
Using available statistics and/or information drawn from a recent market study, determine what the amount of the actual aggregate demand is for your product/service and how this demand has evolved in the past.

*
Identify the nature of the clientele. Is it a consumer, corporate, institutional or a government clientele, or is it a combination of all of the above. After, you  can sort them out, based on the kind of criteria already identified and most relevant for your product/service. Thus, you will determine the actual demand for each market segment. 

*
Identify the success factor of the demand for each segment that you have previously identified and determine their future evaluation for the next 3 to 5 years, in order to determine overall demand for the future. For example, if you operate a store which sells wedding dresses, the evolution of the number of marriages in the future will be a success factor of the demand. 
Competition

Using the chart provided, list your most important competitors, in order of importance, stating their strengths and weaknesses. Do the same for your own business.  
Examples of strengths and weaknesses

Strengths:
Superior quality, good location, exemplary customer service, good product presentation, etc.

Weaknesses:
mediocre quality, no product guarantee, etc. 
Here are some sources of information to help you carry out your market analysis:

Consult the Statistics Publications from the Bureau de la Statistique du Québec and Statistics Canada. They are available in several public or university libraries. 

For more information about these statistics publications, you can communicate with: 

Bureau de la Statistique du Québec :  (418) 643‑5116 or 1-800-463-4090

Statistics Canada Regional Reference Centre  

Montreal:  (514) 283‑5725 or 1‑800‑361‑2831.

You should be able to obtain detailed information concerning different districts and areas (number of people, average income, age, etc.) at your municipality’s city hall. 

The industrial commissioner’s offices and the ministry of Industry, Commerce and Technology has made available a list of manufacturing, commercial and service companies. 

Other common sources of information:

‑ yellow pages

‑ your region’s business directory 

‑ local and regional newspapers

‑ trade journals 

‑ chambers of commerce

‑ manufacturer and retailer associations

‑ suppliers

3.3
Marketing Strategies

Distribution or location

In the case of a manufacture, explain how your products will be forwarded to the consumers (personalized and/or direct sale, through retailers or wholesalers). For a service business, determine the location of your business and explain the reasons why you made this choice (clientele, cost, easy access, closeness of public services such as sewers, water, electricity, etc.).  If a delivery service is needed to ship your product, explain how this service will work (delays, costs, etc.). 

Promotion

State your advertising goals, and the budget allocated for each of the means chosen to reach the clientele (newspaper advertising, brochure,   promotional item, grand opening, Yellow pages, etc.).  If you are planning to use representatives, indicate their sales objectives and their territory. Establish a plan of action for promotional activities. 

Pricing

Determine your products’ general pricing policy.  Explain how your policy will allow your business to penetrate the market and stay in it while generating profits.  Establish your credit policy. 

4.0
OPERATIONS

This section will generally allow you to plan main operations of your business and its labour needs.  It is possible that one of the following sub-section may be more or less relevant if you are becoming a partner in an already existing business.   
4.1
Production

This sub-section applies to manufacturing businesses. 

Describe the fabrication process of your product and list the main equipments that will be required. Mention the raw materials that will be used. Determine the production capacity with the following parameters: square meters required, number of employees for production, number of hours worked.

Example of production capacity: In our 500 square meter space, we will be able to produce 150 office chairs per day with our equipments and a production team of 7 employees that work 8 hours a day. This capacity of production will permit us to reach annual sales of about $ 750 000. 
4.2
Supplies

This section applies to manufacturing and commercial businesses. 

List your main suppliers. Mention their ship delays, their credit policies.  For a manufacture, explain how you will control stocking of raw materials and for a commercial business, how you will control inventory of merchandise (permanent inventory system, manual or computerized, weekly physical inventory, etc.). 

4.3
Layout

Explain the changes that will have to be made to make the space operational and provide, if available, a layout plan and a schedule of the work to be done. 
4.4 
Labour

Mention the number of jobs that will be created, excluding those of the project managers. Briefly explain what the labour needs will be and what the average earnings of the employees will be (wages, commissions, seasonal jobs, etc.). Discuss availability of the labour in your area. 

5.0
FINANCIAL FORECASTS

This last section will help you reflect your business project in terms of money. It will evaluate the profitability, the cost and will recommend means of financing.

5.1
Required start–up funds 

List all your start-up costs detailing each of the following items: 

Fixed Assets
‑ Land 

‑ Building 

‑ Automotive equipment 

‑ Equipments 

‑ Furniture 

‑ Leasehold Improvements 

‑ Others (patent, incorporation costs, etc.)

Beginning inventory 
If you plan on becoming a partner in an existing business, ignore this section and append the financial statements of the last three years for this business. 

5.2
Cash Flow Budget

Cash flow budget is a management tool that helps you plan your monetary transactions. It lets you determine the level of cash on hand required to make sure operations run smoothly. Moreover, it will help you determine your working capital needs  for the first few months of operation. 

Using Appendix A, determine your forecasted sales and purchases. Then, with the help of the example, draw-up your cash flow budget for the first two years of operation. At the end of Appendix A, explain all other hypothesis related to your income and disbursement. Be realistic in your previsions.
Cash on hand at the beginning of the month. For the first month of operation, assume that the amount is equal to zero. For the other months, take the cash on hand from the previous month and carry it forward to the beginning of the following month. 

Income

Cashed in sales.  Considering your credit policy, write the sales at the moment where the business is paid for it.  If you make a $100 sale the first month and that according to your credit policy 50% is payable immediately and  50% is payable in 30 days, the amount of your sales will be distributed as follows: $50 in the cashed in sales of the first month and $50 in the cashed in sales of the second month.  

Short term loans, long term loans, investment, grant(s).  Determine how your start-up expenses (section 5.1) will be financed and indicate these hypothesis in Appendix A. 

Example:


The expenses required at start-up, which amount to $ 54 000, will be financed in this manner: 

Equipments ($ 22 000) and furniture ($6 000) will be financed with a 3 year long term loan at an annual rate of 14,5%.  50% of this loan will be secured with the equipment and furniture and 50% by the two project managers.  

One of the project managers will supply a $13 000 truck as an investment. The other project manager will invest $13 000 in money. This sum of money will pay for other expenses required to start-up (leasehold improvements, $3 200; incorporation fees $ 800; inventory $ 9 000). 

Taking these hypothesis into account, indicate the sums of money (loan(s), investment, grant(s)) at the moment they are cashed in.

Disbursement

Fixed Assets.  Indicate the disbursement brought on by the purchase of fixed assets.  For example, if you purchase $1 000 of office furniture during the first month of operation and that you have 30 days to pay it, the $1 000 amount will have to appear in the second month. 

Purchases.  Indicate the amounts spent for the purchase of your raw materials, merchandises or materials at the moment where they are paid.

Salaries and employee benefits.  For a manufacturing business, indicate the salaries and benefits of all persons affected directly to the production of your product.  For a business providing services, indicate the salaries and benefits of all persons affected directly to the execution of your service. Calculate the percentage of benefits taking the following elements into account: 

Employment insurance, Régie des rentes du Québec, Régime d'assurance‑maladie du Québec, Commission de la santé et de la sécurité au travail du Québec, Commission des normes du travail,  vacations, paid holidays, joint committe, etc. 

For the other disbursements, perform a monthly evaluation for each item suggested. Keep in mind that the amounts have to be entered at the moment when there is actual outflow. 
Monthly surplus (deficit) = total incomes – total 
disbursements

Working capital
To keep you business running smoothly, it is a good idea to determine the sums of money that will be needed for the business to meet its short terms obligations (disbursements) as a part of its daily operations. During the first few months, a business in start-up rarely meets its obligations simply with the funds generated from its sales. For example, before selling a product, the commercial business must first acquire an inventory of merchandise, which brings on an important cash outflow. Cash inflow will only come later. These discrepancies between cash inflows and outflows, combined with the whole start-up situation lead the business into temporary deficit. This gap between the liquid assets and the very short term obligations (one month) is what is identified here as the working capital.  So when the liquid assets of the business are higher than the obligations, the working capital is positive. Inversely, when the liquid assets are lower than the obligations, the working capital is negative. To figure out the working capital, add the cash on hand at the beginning of the month to the monthly surplus (deficit).

Because your working capital will probably be negative in the first months, it is necessary to finance it with a bank loan so it will at least equal to zero. Your total working capital needs will be determined by the highest cumulative deficit of the first few months of your cash flow budget (year 1). 

Note :
Your working capital needs will be indicated in section 5.4 (Working Capital).

The bottom part of your cash flow budget is where you will demonstrate how you will proceed to adjust your working capital (bank loan) to maintain a balance that will always be positive. 

Cash on hand at the end of the  month.  This amount can be determined by adding the working capital (before the loan) to the bank loan, if necessary. 
Do this for each month of the two years of your cash flow budget. For the first months of operation, you will probably have to adjust your working capital by getting a bank loan.  The loan will appear in “increase”. The reimbursement of the loan will appear in “reimbursement” and will include capital and interests. 

Note :
In the cash flow budget and the forecasted financial statements, the negative numbers must be written in parenthesis.

5.3
Forecasted financial statements

Forecasted income statements

The income statement allows you to measure the performance of your business by comparing the sales figures to the operating expenses for a determined period. The difference between the two is equal to a profit or a loss.  
Using the example provided, present the forecasted income statements of your business for the next two years of operation. 

Income

Sales.  Use the numbers from your forecasted annual sales that appear in Appendix A. 

Cost of goods sold.  Use Appendix B to determine the amounts. 
Gross margin = Total incomes minus cost of goods sold. 
Marginal contribution = Gross margin minus salesperson’s commission.
Expenditure
Amortization.  Amortization is a method of depreciating the original investment in equipment over the estimated average service life of an asset. There are many ways to calculate amortization of a fixed asset.  It is important to take the income tax laws into account to determine eligible amortization expenditures. Because these laws change regularly, no example are provided here.  We recommend that you call on a resource person. A good planning of your amortization expenditures could make you save tax dollars. The amortization hypothesis calculations must appear in Appendix C. 

For more information concerning capital cost allowance and the general aspects of the tax system, you can get « Impôts et planification » published by the Sciences et Culture inc. editions. 

For other expenditures, use the numbers from your cash flow budget. 
Taxation.  For an incorporated business, verify your tax rate with the ministère du Revenu du Québec and Canada Customs and Revenue Agency. For a registered business, the net income is added to the owner’s personal income. 

Forecasted balance sheets
The balance sheet is the difference between the business’ assets and liabilities; it is the list of all its assets (possessions) and all its liabilities (what it owes), and of the business’s net value or owners’ assets. The balance sheet is sort of like a picture of the business taken at a certain date. 

Using the example provided, write out your business’ balance sheet for the end of year 1 and year 2. 

Assets
Cash on hand.  Take the cash balance of your cash flow budget at the end of the last month of the year. 

Accounts receivable. From your forecasted monthly sales (Appendix A) and your credit policy, determine the amount of sales that were done during the year but that will be paid the following year. 
Inventory.  Use Appendix D to evaluate your year-end stocktaking.

Fixed Assets. Indicate the total amount for fixed assets at cost price. 

Accumulated amortizations.  For year 1 of the balance sheet, this amount will be equal to the amortization expenditure appearing on the income statement of year 1. For year 2, this amount will be determined by adding the amortization expenditures from the income statements of the first two years. 

Liabilities
Bank loan. Based on your cash flow budget, determine the outstanding balance of your short term bank loan. 

Accounts payable.  Based on your forecasted monthly purchases and on your suppliers’ credit policies (Appendix A), determine the purchases that were purchased during the year and that will only be paid in the following year. 
Current maturity of the long term debt.  Indicate the portion of the long term obligation (capital) that is to be retired during the next twelve months. 
Long term debt.  Indicate the portion of the long term debt (capital) that is left to reimburse, excluding the current maturity of the long term debt. 
Equity
Capital.  Indicate amounts invested by project managers. 

Retained earnings. These are net profits that have not been divided amongst owners.  

Grant(s).  Indicate any amount that was obtained from a grant. 
Total Assets = total liabilities + equity 
5.4 
Cost and financing of the project at start-up

Using the example provided, determine the cost of your project and the way it will be financed.  As mentioned before, the need for working capital is equal to the highest cumulative deficit in the first months of start-up. As for the costs of the beginning inventory, they were evaluated in section 5.1  

Obviously, the total assets needed and the total from sources of financing must be equal. 

5.5 
Break-even point

The break-even point is the level of sales at which your gross profit covers your total fixed cost. The business only starts being profitable once it has passed that point. 

To calculate the break-even point, variable costs and fixed costs must be distinguished. Variable costs (direct costs) are costs that vary directly with the sales (raw materials, merchandises, materials, production labour, salespeople’s commissions).  Fixed costs are the costs that are relatively stable even if sales levels vary (rent, telephone, etc.).  
Break-even point can be calculated according to the following formula:  

 FC      =         S          (where S  is the sales number at break-even point)
                       

    1 ‑ (VC / TS)

 FC:
Fixed Costs

 VC:
Variable Costs

 TS:
Total Sales 

Example:

Suppose that a business predicts the following incomes according to its income statements of year 1:  
Fixed Costs 

= 
 $ 70 000 

Variable Costs 
= 
$  63 000 

Sales 


=
$140 000 
Break-even point would be:

$ 70 000

 =
$ 127 273 

1 ‑ ($ 63 000  /$ 140 000)

Using the example provided, determine your business’ break-even point. 









