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Introduction


It isn’t enough to just say it, it is necessary to write it
You are certainly able to "say" what your business project is. You have thought about it for some time now; you talk about it with family, friends and colleagues… you even see yourself set-up and ready for business.

This project visualisation is excellent; it is the first step towards success. The launching or expansion of your business requires many hours of work, in addition to the desire and determination to achieve your objectives. You, therefore, must write your project in detail. Do not forget that the secret to success is the planning stage.
Why a business plan?

To ensure your project’s success, the reflection, research and drafting that you devote to your business plan will make the difference between your success and your failure. The realization of this document will allow you to validate the reality of your project, as well as confirm or negate its viability.
The business plan is also a tool to improve your management skills. It must become your best friend. The business world is dynamic and perpetually changing. Your business plan should accompany you throughout the existence of your business. You will need to make ceaseless returns, additions, and corrections.
The business plan also informs financial backers of your business so to persuade them to participate in its financing. The latter wants to sell an idea, a project. We, therefore, must assure ourselves from the onset, to incorporate the sales language.
Finally, the realization of your business plan requires hundreds of hours of work.  However, rest assured knowing that the benefits gained from this exercise fully justify the time devoted to it.
Guide to a good business plan

1. The business plan must be clear and straight to the point.  It must also be coherent (coherence among the sections);

2. As it is used as a communications tool, it must quickly hook the reader. A dynamic writing style should be used as well as writing in the third person;
3. The business plan should be realistic, and each proposed hypothesis must be documented;

4. Also, the sponsor should know his/her project and business plan like the back of their hand. It is important to memorize its contents if you wish to receive financing;

5. Finally, the business plan should be up-to-date. It acts as a dynamic management tool that needs revising and updating each year.
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Executive Summary


A summary must contain, on one or two pages, all the necessary information for quick analysis of the business plan. What is the product or service being offered and what does your company resemble like as a whole. Even though the summary appears at the beginning of the presentation, it is prepared at the end of the process, and as meticulously as possible. The summary must be attractive, while remaining unrestrained. Appraisers devote little time on the evaluation of files and the different criteria among them.  It is therefore important that the summary be modified and adapted to each appraiser, such as by including a letter of introduction. Here are some subjects that should be covered in your summary:  
· Company history and set up (or project);
· A description of the project and its financing;
· Expected starting date and localization;
· Marketing strategy (target market and its potential);
· Operations (process);
· Human resources;
· External environment and local relevance;
· Financing requested, guarantees offered as well as the proposed use of funds.
1.
The Project
1.1 Business corporate name
Business name

Address

City (QC) Postal code

Telephone: (450)

Fax: (450)

Email:

Website:
1.2
History
In a few words, explain how you came about wanting to start a business. What elements incited or motivated you to start your project.

1.3
Industry
Define the type of business that you operate, your industry and your specialty.


1.4 Mission

In one sentence, summarize your business’ purpose or mission.


1.5 Objectives

List the primary objectives you wish to achieve. A good objective should be measurable, verifiable, and quantifiable. It must also comprise a time limit.

· Short term (less that 1 year): desired sales figure, the number of jobs,  profit margins, the opening of a new store, a new factory or office, the introduction of a new product, etc.

· Medium term (between 1 and 3 years): increase in sales figures, decrease in production costs, etc.

· Long term (more than 3 years): return on investment, export project, product diversification, etc.

1.6 Goals calendar

List the principle steps in achieving your goal, keeping in mind delays in obtaining certain permits, credit line authorization, etc. It is just as important to list the accomplished steps and the people encountered to date, as it is the steps to come.

Note that for this table and others in this document,
 you may add or remove lines as needed.

	Month
	Steps
	People contacted

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


1.7 Legal aspect

State the legal form chosen and explain the reasons behind this choice. You can make the request yourself by visiting “Le registraire des enterprises” at www.req.gouv.qc.ca or at your local courthouse. Given the legal consequences of this choice, it is recommended that you consult a lawyer and an accountant so that you get started on the right foot. In order to clarify your choice, here is a brief explanation of the different legal forms taken from the book “Accounting I, a necessary decision making instrument” by Meigs Mc Mahon.
Sole proprietorship (registered)

“A non joint stock company belonging to only one person is known under the name of the individual. This type of business is convenient, particularly for small retail stores, service companies, farmers, lawyers, doctors, self-employed public accountants, etc.  The person who establishes a sole proprietorship is not subject to legal formalities.  They must, however, obtain an operating permit and pay the required amounts to the public authorities. The owner of a sole proprietorship, where the commercial name is different from their name, must register that name.

“From a legal stand point, a sole proprietorship does not constitute its owner’s distinct entity. The owner is personally responsible for his/her business debts. If these debts become insolvable, creditors may force the owner to sell his personal assets in order to reimburse his business debts. On the other hand, from an accounting point of view, a sole proprietorship is an entity where business affairs must be treated separately from the owner’s personal affairs in virtue of the businesses principle personality.”


General Partnership

“A general partnership or partnership is an established business for the mutual benefit of its associates and to which each contributes by bringing in assets, credit, skills, and industry. A general partnership exists in accordance with a contract between partners. The contract may be oral or written, but is preferable in written form so to reduce any possibilities of disagreements between partners. Usually small businesses constitute a partnership; however, it is the business type under which exist large offices of chartered accountants. As with a sole proprietorship the general partnership does not constitute a distinct legal entity from its associates, and for this reason, the associates are personally responsible for the company’s debt. From an accounting point of view, a general partnership is an entity in which business affairs must be distinguished from those of the associates.”

Joint stock company, moral person or company with profit goals (Inc.)

“A joint stock company, also called a capital company, is a distinct legal entity independent from its shareholders. In the eyes of the law, a joint stock company is a moral person who enjoys all rights and assumes the responsibilities of a real person, with the exception of the rights that only a physical person can exercise. The owners of a joint stock company are the shareholders, in other words those who hold capital business shares.”

“A major advantage of a capital company resides in the fact that the shareholders are not personally responsible for the business debts. If a capital company becomes insolvable, creditors have rights only to the company’s shares. A shareholder can’t loose more than an amount equal to their investment.”

You must also know the laws and regulations to which your business is subject to, and more so at the federal and provincial levels, than at the municipal level. Here are some areas where Quebec laws touch you:

-Consumption taxes
-Collective agreement standards
-Tax withholdings on salaries


-Labor standards
-Income taxes




-Operating permit
-Quebec pension plan



-Opening hours
-On the job health and security

-Civil liabilities
It is possible that your industry is governed by a decree, like in the construction industry.  You have to conform to certain laws or regulations (example: video stores are required to conform to the régie du cinema). Find out!

1.8 Insurance

When it comes to insurance, there is not only fire, theft or civil liability insurance. If you have partners, you should find out from your insurance company about the advantages of partnership insurance. If one of the associates becomes sick or dies, you should be protected against the loss of his services or have the necessary funds to buy back his share of the business from his/her heirs. There equally exists insurance against business interruptions or against bad credit.

More so, you can contact a notary or a lawyer concerning an agreement between partners.  They will inform you of the advantages to having this type of document should a critical situation arise. Your CLD representative can also provide you with a model of a partnership agreement.
1.9 Property structure

Are you the only promoter of your business? If not, annex your business convention to your business plan. More so, you should indicate the division of the business capital-shares if it is incorporated or the division of profits (losses) between partners if not incorporated.
	Shareholder’s or associate’s name
	% of shares

	
	

	
	

	
	


2.
Promoters

2.1
Introduction of the promoter (s)

Here you must introduce yourself as promoter. It is important to put into evidence your experience pertinent to the project, your academic training, as well as your personal and professional accomplishments. It is equally essential to annex your CV to your business plan.

This section will enable you to become familiar with your business partners, while identifying their personal contribution to the project (experience, training) as well as their role at the heart of the company.
2.2
Business sponsor
If your project is sponsored, briefly introduce the sponsor. It is essential to underline their expertise and implication in your business. Attach their CV as an annex (A sponsor is not essential to a business, but can often be of great help). 
2.3 Personal balance sheet
Your personal balance sheet is a reflection of your personal financial situation. You must be aware of your financial capabilities as well as those of your associates in case you ever need to reinvest in the business. Make a list of all your possessions and make sure you write your shares’ market value, in other words the price you would currently get; the same applies to liabilities. Write down the actual balance of your loans or debts. You must also analyze your personal monthly financial needs. See the balance sheet model at the end of this document.

Note that the promoter must provide a copy of his credit file for all CLD financial requests. Contact Equifax Canada Inc. at, 1-800-465-7166.
3. The Market
Moving on now to market analysis. It is on this analysis that your business strategy will be based. It is because you believe there is a market for your product or service that you want to start your own business. You finally have two objectives: satisfying the customers’ needs and making a profit.

You must, therefore, know which needs you want to fulfill, whose needs, how you will do so, at what price and who else is already doing the same thing. To do so, it is essential to have knowledge of the market. You must put together the largest data possible. Here are some sources of information that can help you achieve your market analysis:

· Statistical publications from the Statistical Institute of Quebec and Statistics Canada, available in various public libraries, universities or on the internet
· Business or trade journals
· Your city hall
· Individuals already established in this market, such as retailers associations, wholesalers, representatives, etc.
It is important that you conduct your own research. Do not hesitate to put in the time required and don’t make the mistake of taking this section lightly. Optimism and euphoria must make room for reality.
3.1

Environment
3.1.1 Products and services 
You should describe, in detail, your product or service and its characteristics. Evaluate your strengths and weaknesses honestly. Explain precisely how your product or service is unique.

Describe how you intend to protect what distinguishes you from the others. Have you taken legal protection measures through patent applications, trademarks, or royalties? 

3.1.2 Industry 

Describe the industry’s perspectives and growth potential: tendencies, new products and developments. You can specify the tendencies by speaking with suppliers regarding what sells and what does not. Browse through trade magazines concerning your industry. Tell us about your industry as a whole (setting). It is imperative that you know the characteristics of the industry being targeted; its strengths and weaknesses. Provide your sources of information.
3.1.3. Targeted clientele
It is important to properly target your clientele. You must know to whom you need to address your product or service. Your target clientele includes all the current and potential buyers of your product.
If your target market consists of consumers, you must identify the age group, (Ex: 15-25 years of age, children, 55 years old and over), gender, income, and buying habits. For example, you should know if it is important for your business to be close to residential areas or the type of store visited in order to purchase this type of product or service, etc.
If you are serving an industrial market, you must know the principle activities for this type of customer, their geographical position, sales figures, number of employees, their particular needs, sales methods, etc.

You should also know the purchasing criteria and the importance attached to the product or service, buying frequency and the price this clientele is willing to pay.
3.1.3 Target Market
There exist three types of markets based on the product or service offered:

The domestic consumer market:  Consists of all individuals or families who buy or who can buy a manufactured product. Ex: In-line skate sales
The domestic industrial market: This market regroups businesses and/or institutions buying goods or services with the intention of converting them in order to produce other goods and services. Ex: Newspaper sales
International markets: In contrast to the domestic market, this type of market consists of all other countries interested in our products or services, whether be it for consumption or industrial use.  Ex: Pork sales in Japan.

Determine your market type and geographical zone that you wish to serve. Will you be addressing all the metal industries in Quebec? Only pastry cook in the region? Will you be taking contracts out of Montreal? Will your restaurant attract a local clientele?

3.2 Competition
Who are your competitors and which part of the market are they in? What is your company’s position in comparison to theirs? What is your competitive advantage? What are their weak points and strong points? What are the industry’s entrance barriers? Is it easy for your competitors to copy your product or service?

Do not forget that to lie to oneself is to harm oneself, we all have competitors!
You must comparatively establish the difference between each of your products or services and those of your competitors, and this for both direct and indirect competitors.  By doing this, you are helping yourself answer the following question: Why would a customer buy from you instead of from one of your competitors? You must know your competitors and their strategies. Do not play down their strengths or capabilities.  Analyze their strengths and weaknesses regarding their products, distribution, suppliers, financial situation, customers, publicity, pricing policy, services offered and the quality of their products or services.
You must understand the difference between a direct competitor and an indirect one.  There is direct competition when a company sells the same product or service as you do and is situated in the same economic environment as you are. We refer to competitors as indirect when they offer other types of products, and who satisfy the same needs as your company.

For example, if you start-up a bakery and you sell cakes, pies and bread, your direct competitor is the bakery in your area. However, your indirect competitors are the food distributors and corner stores who sell cakes, pies and bread. Another example would be if you manufactured waterbeds. The retail store is your primary customer. Your direct competitor would be those who also manufacture waterbeds and your indirect competitor could be the mattress manufacturer.
Here are examples of criterion to analyse.  It is up to you to define your own.

	Company name
	Address
	Price
	Experience
	Comments

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


3.3 Market analysis
In order to support yourself, you must ensure that the target market represents a sufficient amount of potential sales. You should therefore answer the following question: What is the value (in dollars) of the total market for my product or service? This analysis will allow you to validate what you suspect already in connection with your potential sales turnover or on the contrary, will indicate to you that the market is simply not there.

Another possibility would be that the analysis brings you towards an avenue that you have not yet set your sites on, until now. For example, deciding to work at home instead of renting a space downtown. Ultimately, this allows you to plan all the company’s activities in terms of financial and human resource needs and production. 
One of the three analysis methods outlined below will be the best suited for your project.  If you offer numerous products or services, keep in mind that the analysis should be done for each range of products or services. You may therefore need to use more than one method.
3.3.1 Market value

1)
Statistics analysis

Using data compiled by The Statistical Institute of Quebec, Statistics Canada or data from the Minister of Economic Development, Innovation and Exportation, evaluate the market value for the entire industry. Approach the market trends by determining if the market is increasing, stable or declining.
For example, if we determine that our product (sporting goods) is aimed towards Quebec’s domestic consumption market, we would find through Statistics Canada that the annual request for sporting goods by a family in Quebec would be 202$. per year. By taking the number of families in Quebec, being 3,230,196, and multiplying that figure by the expense, we come out with the global market, that is to say:
202$. X 3,230,196 families = 652,499,592$. for Quebec.

The target market will always be smaller than the global market, because to capture the whole market upon coming into play is unthinkable, unless a real innovation exists.  Numerous factors may limit the target market such as geographical, production capacity, competition, etc.

Following the same example, let’s suppose the targeted territory is Brome-Missisquoi, we have already reduced the market. In the Brome-Missisquoi territory there are 22,500 families and expenditures equal 202$. per family. We now have the target market: 22,500 X 202$. = 4,545,000$. However, there are certainly competitors and not all of these families will spend 202$. each year.
You will need to also determine the average sales figure per company by dividing the target market (4,545,000$.) by the number of competitors (ex: 20 competitors); making, for the sake of this example, an average sales figure per company of 227,250$. (4,545,000$./20 companies). Here is your market potential according to the statistical analysis.
The Market Pyramid (example)




As you can probably see, the market study is presented in the form of a funnel. Because data is not always available for our specific target market, we must extrapolate from data available to a larger geographical territory. We can then apply the hypothesis that our potential market analysis will be the same for all the regions of Quebec (or Canada). Of course, you should keep in mind certain regional realities specific to your target market. Let us say, for example, you want to operate a vineyard in the region of Brome-Missisquoi. Using data on Quebec as a whole would only falsify your results, since the majority of vineyards in Quebec are found in the Eastern Townships.
2)
Survey (opinion poll)
If you do not know the average expenses for each household (family) and the data available is not enough to determine your target market, you can use the survey method to evaluate it. To make sure it is valid, the questionnaire must be well written. You can get information from your development agent on successfully writing your survey questionnaire. The follow-up process would be the same. The survey will uniquely serve the purpose of evaluating the average amount of expenses per family and will allow the gathering of useful information pertinent to your market analysis directly on site. If your project is manufacturing, the survey method would be applied to companies, potentially clients of your company.
3)
Comparative profile analysis

A third method of evaluating your market potential is a comparative analysis with other companies in your industry. To this effect, the section “Small business profile” on the MDEIE website would be useful.  The tool “Performance Plus” allows you to access the financial results from the years 2000 to 2002 of small Canadian and Quebec businesses.  You can search by industry or by industry type and post the available reports by using key words.  All the tables can be imported to an Excel file.
3.3.2
Conclusion

In this example, the forcasted sales are supported not only by statistics, but we have equally considered the competition and letters of intent currently in our possession. What you need to remember is that estimated provisional sales must be supported by solid facts. We cannot estimate based on our own instincts.

In this section, clearly indicate your sales target.  Use the results of your search in order to estimate your monthly sales figure during the first year of operations.  These numbers will be necessary for you to build your bank budget.
3.4 Marketing Strategy
Thanks to your market analysis; you now have available all the necessary information to define your marketing strategy. The first goal for this type of strategy is to determine how to reach a group of people susceptible to buying your product or service. This plan will also help you to establish your priorities. A good marketing strategy, just like a good game strategy, puts all the chances on your side for an “offensive” success, one that will allow you to break into the business world!
Note: From this point forward, your business plan should indicate each amount, fee and pertinent cost of your project and the same for each appropriate section of the document. 
3.4.1 The product

You must now define the products’ conditioning, in other words, its presentation (shape, packaging), the name, the brand under which it will be sold, the after-sale service and guarantee. You should study what will incite customers to use your products or services, the presentation, first glance, etc.
3.4.2
Pricing strategy

In your market analysis, you identified the price your customers are willing to pay for this type of product or service as well as the competitors’ price. We can determine the costs of products and services in accordance to the market, and with experience, establish a new price according to the costs. You must envision these two methods (according to the market, and in relation to the costs). The efficiency of the method depends on the company’s general objectives: Do we want to maximize the benefits or turnover growth? When it comes to its markets and sales, the company’s choices greatly influence price determination.
For example, the company can define the space that it wishes to occupy: the low-end market “good quality-price ratio” or the high-end market “quality at all costs”. As regards to establishing the prices, as with everything else in business, the point of reference is the customer.
A cost analysis (return on cost) is essential in order to fix a product’s cost in such a way to achieve a level of profitability. Cost analysis is equally important to determine your discount and credit policies.  If you grant 60 or 90 days of credit, make sure that you have the necessary funds to support your receivables during this period. If you can allow yourself a discount policy, this could be part of your promotion strategy.
3.4.2 Publicity and promotion
To reach your customers, you have numerous possibilities. It is important that you study the most appropriate method for your product, budget and the customers you wish to reach. For example, you can sell beauty products, door to door, insurance by mail, or through representatives. Here are some examples of promotional and publicity tools:
Business cards
Website

Telemarketing
Publipost

Personal sales
Media publicity

Brochures, samples





(newspapers, magazines, Yellow pages






radio, television)

Membership to certain networks



Commercial fairs
Study your environment, what are your customers’ listening habits. If the majority of your customers work and travel by car, they must listen to the radio early in the morning and in the evening between 5 p.m. and 6 p.m.  If your market is primarily industrial, find out what newspapers and journals are read the most. It is very important to properly target the type of publicity most appropriate for your market so to reach the largest percentage of your customers while respecting your budget.
Finally, establish a budget allocation for each of the means chosen as well as a promotional activities calendar.
3.4.3 Location
Here you need to know in which district you will install your business. Your choice criterion must take into account. The proximity of your customers, the area sought after, municipal laws and regulations, and costs related to this site (cost, taxes, transportation, etc.).
For example, you can set-up on the Route des vins in Brome-Missisquoi, a microbrewery. It consists of the principle “pole attraction”. If numerous companies respond to a similar need of the customers, it would be advantageous to regroup geographically. The customer would, therefore, be willing to travel further distances to get there and back.
If you are running a retail store, do not choose your location based on price alone, because if you are far away, the publicity expenses will be high rather than if you were situated in an area more visible or easier to get to.
Here are a few points taken from the Royal Bank brochure, “Your Business”, that you should consider when choosing your location:
· Make sure the chosen location is in accordance with the zoning regulations. Verify with municipal authorities that you are authorized to carry out commercial activities at this address
· Make sure that the chosen location corresponds to your material needs. You should have enough space to conveniently carry out your business and expand. It is not recommended to move during the first year of operations
· Make sure that the rent is reasonable and conforms to your operations budget. As much as your image is important, do not spend too much money on this item
· See to what extent your landlord is cooperative. It is advantageous that they grant you a certain latitude to cancel your lease if necessary
· If your company can get a profit from spontaneous consumer visits, install yourself close to complementary or comparable companies. Notice how fast food restaurant chains and car dealers have a tendency to regroup within the same neighborhood, and pharmacies in medical buildings
Make a list of potential areas and compare the advantages and disadvantages. Explain the motives that guided your choice (customs, easy access, parking, etc.). For example, if you decide to use a part of your residence, think about the family implications and the municipal regulations.
3.4.5 Distribution strategy
Identify by which means your products will reach (by direct sales, distributor, wholesaler, etc.) your customers. If you are a retail store, the question does not apply, but if you are a manufacturer, describe your distribution network and explain. If you have signed contracts, annex them. If you intend to use representatives, indicate their sales objectives as well as territories to cover.
4
Human resources
The most precious asset at your company’s disposal are enthousiastic employees, motivated and dedicated to their career and your objectives. This section shows a portrait of what your company will be like.
4.1 Manpower
Clearly determine what your labor needs are. Make an organization chart and describe the tasks which will be assigned to each team member. Take the time to analyze each position and indicate the number of persons required to fill them.
According to your needs, you should be in a position to establish the salary level set by that job market. To have a good work team, especially keeping it, you should offer a salary and benefits comparable to the competition. New employee training incorporates considerable fees for a company, so it is worth it to properly plan your human resources.
4.2 Recruting  plan 

Try to plan within a reasonable time when you will need this work force, since it may not be necessary that the team be complete in the beginning.  Prepare a hiring calendar.
4.3 Professional services (outside assistance)
You will probably need outside assistance in certain fields of competence. You should mention what type of assistance you will request outside the company (lawyer, accountant, notary, etc.) as well as their names, details, fees and payment methods, according to your needs, of course.

5 Operations and production
Certain questions in this section of the plan apply only to production companies. However, those questions dealing in equipment and property layouts are pertinent to all types of companies. This section will let you plan operational activities. At this stage, detail all the physical resources necessary to ensure production and the functioning of your company. You must also be in a position to evaluate your company’s production capacity and establish a method of quality control.
5.1 Production plan

You must provide a brief description of the production process (using simple terms) for all of your product components. Briefly explain the technology used for production and equipment required. Also, determine your company’s production capacity.
In the case of a service company, describe the process through which the customer must pass in order to place an order, as well as your internal production stages, all the way to the final delivery.
5.2 Production material and asset transfers

You will need to indicate the necessary equipment at business start-up as well as forseen purchases (purchase calendar). List the office equipment, computer software, production and operations machinery, etc. Indicate in the corresponding column, the equipment you presently own and its market value.  Equally indicate the equipment you need to buy and the cost.
	Purchase
date
	Equipment description
	Market value on hand
	Market value to acquire

	August 2005
	Example: 71/4” Master Craft circular saw
	100$.
	

	August 2005
	Example: Dewalt ban saw
	
	1500$.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


5.3 Raw materials and suppliers
Indicate the level of inventory you will need at start-up. You will need to present each inventory item, product availability, the quality, origin, quantity needed and the unit price. On top of that, mention how you control your inventory (permanently, manually, computerized, etc.).

Concerning supplier identification, this point applies to all companies, for it is good to know from whom we can obtain merchandise, delivery delays and sales conditions, etc.

	Items
	Supplier
	Availability
	Quantity
	Worth on hand 
	Price
of purchase


	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Total
	
	
	
	$
	$


5.4 The layout
If you have found your location, list the principal characteristics (area, site, zoning, etc.). Explain the improvements needed to proceed, for example, the installation of production equipment if it is a manufacturing company or counter installation for commercial or retail, and evaluate the costs engendered by these layouts and achievement calendar.
Keep track of your company’s particularities when choosing: the building, energy needs, expansion possibilities, disposition, accessibility, etc. If not, indicate your needs.  Annex a site plan of the land and/or building/local layout.
5.5 Sub-contractors
Think about sub-contracting, it is at times more valuable in time than in money, especially at the beginning when manpower is reduced to a minimum. If you entrust certain products to sub-contracting, mention what the products are and the sub-contractors’ names, their credit conditions and their payment methods.
5.6 Environmental evaluation

What are the impacts of your company on the environment? Which regulations apply?  Have you considered control or preventive methods?

5.7 Research and development
Will you invest in research and development? If yes, how much and what will be your strategy at this stage? We are speaking of R&D when your process stages and investments are safely registered. There exist certain assistance programs for inventors and tax credits to this effect. Inquire through your Local Development Centre consultant.
5.8
Incorporel elements
If you are required to have patents or licenses, indicate so here. Mention if they are acquired or to be acquired. What are the costs and what is the protected territory? Also indicate all permits relative to your company’s operations.
6. Financial forecasts
This last section will translate in monetary terms your business project. It will evaluate your profitability, cost and will suggest the financing method.

Your forcasts must be as realistic as possible. You need to make sure you can get through difficult periods. If you’re thinking of presenting your business plan in hopes of obtaining financing, keep in mind that those who will be evaluating your project will spend their day doing so. Therefore, the more complete the financial part is and that everything was thought through, the more you will be taken seriously by those who must often judge you on paper.
 An Excel sheet model will be supplied by your consultant so that you may build

      your financial forcasts.
6.1 Financial needs and sources
Using the suggested model, establish a list of all the fees you will need to incur to start up your project.  You will then be able to know how much money you will need. Once you know the amount of funds required for start up, you can determine your financing sources.
Your financial needs will depend on the type of company chosen. For a retail store, the major investment is done in stocks, as for the service company, it is equipment that usually represents the biggest expense. Each share category that you must hold has a particular type of financing. We do not finance a truck in the same way we would a stock increase, but it is still one of the most common errors.
A more difficult need to perceive, is the operating costs. Remember that the operating costs represent the assets necessary to the company in the framework of its daily activities, for example paying the suppliers, telephone bill, and salaries.

6.2 The bank budget
The bank budget is a report that allows one to know and to visualize your company’s evolution. This report translates the complete picture of cashing and withdrawl of funds for each month. We must then include only the real deposits and withdrawls. Amortization, a fictitious expense, will not be included in the bank budget.
The bank budget allows one, among other things, to know your company’s assets. We can therefore know if your company has a sufficient working fund or if you will need a line of credit (if the monthly withdrawls are superior to the deposits).
Preparing the bank budget requires a lot of attention since it must state the principle information necessary for the realization of the previsional financial statements, being the state of results, balance sheet and profitability threshold.
You should start by planning your sales and purchases. Don’t forget to take into account the fact that your sales will probably be deposited in only 30 or 60 days and that your purchases will most likely be payable upon receipt.  The bank budget models provided will help you forsee all cashflow movements (the first month represents the start up month, the second period the month of April, etc.)
Don’t forget to be realistic

6.3 State of results

These provisional states will allow you to measure your company’s performance by comparing the sales figures and operational expenses. It allows you to see if the company will make a profit or loss and where the primary operational fees are situated. The state of results is the most important financial document, because it is often the one that is analyzed the most by bankers.
6.4 Balance sheet

A projected balance sheet or “pro forma” allows you to determine what your company’s financial situation will be.  The balance sheet establishes a list of your short term assets and accounts receivable, the value of your inventory, the amount of your assets and your immovables such as: properties, materials, installations or vehicules at their amortized value. It presents the state of assets (what the company owns) and the liabilities (what the company owes) at the end of each fiscal year.
Short term liabilities should include all invoices that you will be paying during the year to suppliers, your bank, etc. Long term liabilities gather together, however, all your long term committments such as mortgage loans, loans on equipment or material and funds that you, yourself or a third party has loaned to the company.
6.5 Profitibility threshold or break-even
The profitability threshold analysis, also called the break-even point, allows you to determine the necessary sales figure so the company incurs no losses. At the profitability threshold level, the company lists a net profit of 0$. It has neither a loss nor a profit. To determine the profitability threshold, we need information on fixed costs, variable costs and expected sales. Fixed costs are the operational fees that you must pay whether you make sales or not (ex: rent). Variable costs fluctuate proportionally with sales volume (ex: purchases). To start, you must know the difference between fixed costs and variable costs.
Fixed costs: Fixed costs do not vary according to sales. If your company temporarily suspends its activities, it will be the costs that you will be obliged to continue paying. Ex: taxes, rent, insurance, interest, loan repayments, etc.

Variable costs: Variable costs vary directly in proportion to sales and production. When a company increases or decreases its operations, fees will increase or decrease accordingly. Ex: raw material, production salaries, commissions, etc.
If you pass the break-even point, you have chances of succeeding. If not, you need to increase the sales volume and/or reduce the costs or abandon your idea.
7. Appendix
The banker or eventual investor may request the following documents:

· A personal balance sheet (including moveables, investments, availability, bank loans, credit purchase accounts, mortgages and other liabilities, so to justify the value of your personal guarantee, if necessary)
· Letters of intent (eventual orders, customer engagements, letters of support)
· The list of stocks (type, age, value)
· The list of immoveables (description, age, serial number)
· Price lists (supported by cost estimations)
· The description of insurance coverage (insurance policies, protection offered)
· Overdrawn accounts summary (including a chronological table)
· Summary of creditor accounts (including a payment calendar)
· Copies of legal agreements (contracts, leases, franchise contracts, mortgages, no guarantee obligations)
· Evaluations (property, equipment)
· Financial state of company affiliates (if necessary)
Personal Balance Sheet Model

Personal Balance Sheet
On (dd/mm/yy)

	ASSETS

	At acquisition cost
	
	At market value

	Bank account
	
	
	

	Deposit certificates and savings obligations 
	
	
	

	Shares
	
	
	

	RRSP
	
	
	

	Life insurance (buy-back value)
	
	
	

	Automobile
	
	
	

	Furniture (house, cottage, etc.)
	
	
	

	Moveables
	
	
	

	Miscellaneous
	
	
	

	Total assets
	
	
	

	LIABILITIES

	Monthly

	
	Term

	
	Balance due


	Automobile loan
	
	
	
	
	

	Credit cards
	
	
	
	
	

	Bank loans
	
	
	
	
	

	Mortgage
	
	
	
	
	

	Student loan
	
	
	
	
	

	Miscellaneous
	
	
	
	
	

	Total liabilities
	
	
	
	
	

	NET VALUE (Asset – Liability)
	
	
	
	
	

	Monthly Personal Financial needs

	Mortgage or rent
	

	Food
	

	Activities
	

	Municipal and school taxes
	

	Loan payment
	

	Gas
	

	Heating and electricity
	

	Telephone
	

	Clothing
	

	Reserve for the unexpected
	

	Internet
	

	Insurance
	

	Child support
	

	Vehicle maintenance
	

	TOTAL
	


Signature: __________________________        Date: ________________________________
Complementary information

1. How to approach lenders

When approaching a credit establishment, you will have to sell the merits of your propostion. It is a sale like any other where you should keep track of the other party’s needs. 

· Debt repayment capabilities using sufficient surplus to ward off eventual struggles (cashflow predictions and projected state of results will testify to this)
· Personal history and integrity (personal credit, management capabilities demonstrated in your business plan and business results)
· Your level of engagement (your business equity or cash investement to purchase a particular stock element)
· Secondary reimbursement sources (consisting of guarantees in case of payment default and other sources of revenue, consult your lawyer before submitting your proposal)
· Performance delay (the lender needs time to study your proposal and might submit your request to another within the establishment)

· Don’t exaggerate. Present a reasonable amount of documentation. For example, the introduction, summary and financial plan are sufficient in the framework of a loan request, especially in the case of a modest amount
2. How to attract investors 

First, approach people that you know (friends, bank managers, caisse populaires or trust companies, lawyers and accountants), who will tell you if they know any interested investors. If your business concept presents strong growth possibilities, apply then to a risk capital firm. Whatever the case, take the time to consider the investor’s needs which could differ from those of a lender. 

· Your level of commitment (make sure you share the risk)
· Share the participation (the investor could possibly request a higher interest than you are willing to agree to)
· The return (the investor is ready to take a huge risk, but expects a high return, for example, the double of his investment in two or three years)
· Key decision sharing (maybe as administrator or even as a member of company management)
· Presentation of financial reports (the investor wants tight financial control put in place and the submission of punctual reports)
Example: You want to manufacture children’s’ clothing. In doing your market analysis, you notice that there are very few inexpensive and durable clothing manufacturers and that there exists one important clientele for this type of clothing.





You decide to specialize and focus your research in this direction. You perform thorough studies of your competitors, characteristics of the product already on the market, the needs to fulfill (waterproof, pants, basic clothing, etc.). You can, for example, visit the stores, try on the products or talk to the people buying them.  Ask them about their user habits as well as their opinion on the price, quality, and service.





Global market: Total sales of bottled red wine in Quebec.  This amount represents total purchases for the Quebec population.





Target market: Total sales of bottled red wine for a targeted geographical region.  Take the amount from the global market and apply it to the targeted region.





Potential market: Your businesses potential sale of bottled red wine, after taking into account the external environment; whether it be the competition, your strengths, weaknesses, etc.





Types of businesses:





Manufacturing:	A company that transforms materials, assembles, factory, etc.


Service:	A company offering various services such as computer programming, training, etc.


Commerce:		Distribution business, etc.





Example:  We now know that the target market is evaluated at $4,545. We also know that there are 20 competitors. We can divide the target market by 20, which would give us $227,250 in potential sales for one year, being 5% of the target market.





However, we know that certain businesses have been established for some time now and that they have a loyal clientele. It would probably be more realistic to expect to pick up 2% of the target market in the first year. In this condition, the potential sales would be $90,900 (being 2% X $4,545).





Another method consists of reducing this amount according to your company’s stage of evolution (start-up, expansion, etc.). During the initial start-up you can aim towards, for example, 20% of your potential market for your first year of operations. The forecasts could gradually climb by 20% per year, or according to your industry’s growth data. During expansion, you can increase this percentage in accordance to your environment analysis.





Examples:





Manufacturing:	•You sell landing gear parts for the aviation sector.  You need a                                             polished product, without any mistakes and which is securely packaged so to prevent deterioration during transport.


•You sell children’s toys at Walmart, your packaging should therefore be attractive while responding to the customers’ demands.


Service:	•You offer graphic design services; your product should be sent through email, in a convenient format for the customers. Your service includes necessary after reception follow-up.


Commerce:	•You sell top-of-the-line clothing; packaging is important to the customer. You will not be able to let them take their purchase home in a brown paper bag.





Industry and specialty sectors:





Manufacturing:	A company that manufactures children’s wood furniture


Service:	A company whose principle activity is cassette and video rentals


Commerce:	Commercial business (retail store) for men’s clothing





Examples:





Manufacturing:	Manufacture top-of-the-line sports clothing using textile technologies


Service:		Rent DVD movies in Cowansville at a daily or fixed rate


Commerce:		Retail sales of top-of-the-line men’s clothing collection
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