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HOW TO USE THESE GUIDANCE NOTES

These notes have been prepared for guidance onlyhey are not strict in terms
of this is how you must do a business plan, format it, present it and so on.

There are no real rights and wrongs the important thing to remember is that all

the relevant information is recorded in a clear, concise format that makes this a
practical working tool for you to manage the performance of your business and
for a third party to understand e.g. if applying to a bank for borrowing.

The notes are written on the basis of trying to cover as many aspects as
possible. This does not mean you need or indeed have to complete all sections,
as it is unlikely everything will apply to you and your idea. [f it is not

applicable to you then delete it! You can change the format, style, font, order
whatever you like, within reason!

The business plan and financial documents are available on word and excel
programmes from our Website. To access these visit our website

www. 1066enterprise.co.uk click on ‘business start up’ and then choose the
relevant file(s) from the ‘download centre’.

Note you can only print off the ‘pdf’ files for reading, if you wish to save
copies that you can use to create your own plan, you need to save the
documents identified as either Word or Excel document.

The Excel files are protected so that certain cells with formula in them are not
accidentally deleted. If you wish to amend the sheet e.g. adding in an extra row
or change text and a protection dialogue box appears or the function is not
available, you will have to remove the protection before being able to make the
alteration.

To do this click on ‘tools’ from the top toolbar, then ‘protection’, then

‘unprotect’. After making the alteration do not forget to put the protection back
on.
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BEFORE STARTING A BUSINESS

First, it is important to ask yourself a number of basic questions. Working on a
freelance basis or running your own business is a very different lifestyle from
being an employee, a student or unemployed. It is advisable to consider your
suitability to self-employment before proceeding to plan your enterprise.

Carefully consider the effects that starting a business may have on your:

Family Lifestyle Friends

How good are you at managing:

Finance People Time

Do you have the right:

Skills Expertise Experience

Which of these do you need to acquire?

To help you answer some of these guestions, you may want to discuss your
ideas with other people.

FINANCE

If you need to borrow money or apply for a grant you will also be expected to
show your commitment by investing some of your own money into the
business. Just having an idea for a business is not enough.
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WHY PREPARE A BUSINESS PLAN?

There are many reasons why you need to prepare a business plan, but the key
purposes are to help you to:

a) Test the viability of your business idea without risking and/or spending
any money.

b) Focus your own ideas.
c) Structure your new or existing business.

d) Prepare your case for raising finance e.g. obtaining a grant or loan or
raising venture capital.

e) Provide a yardstick against which your business performance can be
measured once you get started.

The plan should include everything about your business and be comprehensive,
detailed and clear. After reading the plan, the recipient should know exactly
what the business is and how it will operate and see the level of sales and
profitability in the first year and why you believe you will achieve the sales
forecast.

Ask someone else to proof read the finished document to make sure that it
meets these objectives and to eliminate spelling mistakes and typographical
errors. If you need a n independent opinion or advice on developing the plan
then visit us as we will be pleased to overview this for you.

Just because this template is 20+ pages long does not mean yours should.
Essentially, the plan only needs to be as long as you need it to be. Many of the
sections will be irrelevant to you, so delete them and move on. Most plans tend
to be at least 8 — 10 sides of typed text (excluding any appendices).

If your plan has been produced to help you raise finance it is always sensible to
send a copy of your finished business plan in advance to potential
lender(s)/funders, so that they have an opportunity to read it through before any
meeting.
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HOW TO SET OUT YOUR BUSINESS PLAN

Title Page

Name (s) of Owners, Partners or Directors:

State the legal status: Sole Trader, Partnership, Limited Partnership, Limited
Company etc.

Business Name, if you have chosen one:

Contact Address:

Post Code:

Telephone No:

Mobile No:

Fax No:

E-mail Address:

Date:

15/06/2005 Page 50f 5



CONTENTS PAGE

Include a contents page along the following lines

Contents Page
(number each section)

Introduction

Objectives

Product or service

The Market ~

Market Research, Customers, Competition, USP, Test Trading,
Packaging, Physical Distribution, Contacts, Suppliers, Sales Methods,
Brochures

Marketing Plan

Pricing Policy

SWOT Analysis

Management and CV’s

Premises

Legal Format

Risks

Plan of Action

Financial Information

Appendices
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THE BUSINESS PLAN

INTRODUCTION

Briefly describe your business idea or what the business already does, so that
the reader will know exactly what the business is. If you are preparing a case
for raising finance it is a good idea to summarise this too e.g. this plan has been
prepared to support a funding application of £s towards the purchase of....

OBJECTIVES OR GOALS

State what you intend the business to achieve and set yourself realistic
timescales broken down into the short, medium and long term. These can be
whatever period is relevant to you e.g. first, second and third years; or first,
third and fifth years; or first, fifth and tenth years.

x Short Term
x Medium Term
x Long Term

Don't forget relevant personal objectives too, usually with small and micro
sized businesses their personal objectives are very closely linked to their
business. In other words why are you doing this? e.g. to be able sell the
business in ten years time to buy a holiday home, Ferrari, retire or all of them!!

By making your objectives and goals as SMART (see below) as possible, you
are more likely to achieve them or least know when you've achieved them and
this will also enable you to monitor and evaluate your ongoing performance
more easily.

E.g. rather than saying something broad and general like, ‘I want to cover my
costs’ be SMART ~ | want to achieve a breakeven figure of £50,000 in the first
12 months of trading

x S pecific ~ Achieve breakeven

x M easurable  ~ £50,000

x A chievable ~ must be based on sound research and projections
x R ealistic ~ as above

x T imely ~ in first 12 months
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PRODUCT OR SERVICE

This section should be given comprehensive details of the product or service
you are or will be selling. Avoid jargon and technical words.

Brochures and drawings should be included in appendices.

If it is an existing business, also give details of the setting up and progress of
the business to date.

Does your business require a licence (e.g. Employment Agency) or do you
need to comply with any regulations (local or national)?

MARKET RESEARCH

This is a broad area to cover and will incorporate a number of different aspects.
It is vital that you do your homework as this is essentially your evidence that
your idea is not just an idea and has real potential.

Typically you will need to give an overview of the market, provide evidence of
market research e.g. articles or questionnaires, plus looking closely at your
customers and what the competition are up to.

THE MARKET

Essentially you need to show an assessment of the market you propose to enter
or are already trading in so that you can demonstrate that the market really
exists for your product or service. Is the market growing, declining or static?

Is it seasonal?

State how you will identify, anticipate and satisfy your potential customers’
requirements so that you can earn a profit.

The product or service should be matched to the customers’ wants so that the
customer determines the product or service, not the other way round.

If you are an existing business it is a good idea to comment on the history of

the business. How long has it been trading, what has it achieved, how it has
developed, evolved and so on.
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RESEARCH

This should include the likely demand for your product or service as
demonstrated by research conducted by you or obtained from other sources.

Is the total market growing, static or getting smaller? Is there a risk of
technical obsolescence?

Give information you have collected on the market place in which your product
or service will be sold. This can be obtained from libraries, the web, books,
magazines, journals, newspapers and trade associations.

It is essential to obtain evidence that there is a potential demand for your
product/service otherwise you could be wasting your (and others) money, time
and effort in setting up or expanding the business.

CUSTOMERS

Who are they or who will they be i.e. consumers, retailers, wholesalers?

What does or will influence their decision to purchase your product or service
rather than that of a competitor?

The business must be customer led and based on customer wants, not on what
you think they ought to want. It is good to

If you will be or are selling a product, whom must you consider as the ultimate
customer? For example, is it the shop you are selling to or their customers — or
both?

Do not forget that it is the customers who will determine whether or not your
business is successful so make sure you can demonstrate that you know what
they really want.

What does the customer want from your product or service? If you are a
wholesale business you will be selling to retailers not the end user (consumer).
This may affect your marketing e.g.

X You may have different prices for quantity purchases.

X If you supply supermarkets or other large buyers they could insist on
stringent quality control.

X Some large purchasers may require their own brand name on the
product.

Are they local, national or international? How does this affect your marketing,
distribution, advertising, etc.
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COMPETITION

List their names, location, estimated/actual turnover, their strengths and their
weaknesses e.g.:

Name Strengths Weaknesses
A 1. 1.
B. 2. 2.
C. 3. 3.

USP (UNIQUE SELLING PROPOSITION)

Give details of how your product/service is different to that of your competitors.
Does this take advantage of your competitor's weaknesses?

This could be in terms of quality, size, convenience or a better range of stock or
services.

TEST MARKETING

Where possible, after initial market research, your product or service should be
evaluated by your identified customer base on a selective basis. Draw out and
comment on any relevant learning from this e.g. you were able to sell at a certain
price or you sold a certain number of the product.

MARKETING PLAN

It is quite possible you may need a separate detailed marketing plan but you
should at least summarise the key areas of your strategy.

How do you or will you bring your business to the public notice e.g. internet,
websites, leaflets, newspapers, press releases, journals, radio?

What will advertising and promotion cost?

When will your major promotional efforts occur?

What response levels do you expect?

Do you or will you sell directly through advertising or will a sales force be used?
Will you be trading over the internet?

What literature, sales aids or other printed materials should your business use?
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PACKAGING

Products — How will you package your goods and how much will it cost?
Remember packaging is a good way to advertise your business.

Services — All external communications whether letter headings, advertising,
premises and your own personal appearance can be regarded as packaging your
service.

PHYSICAL DISTRIBUTION

Explain how your product or service will reach your customers.

CONTACTS

Give details of any customer who has promised to give you work and any sources
of networking or introduction. Supply letters of intent (if available) as appendices
this is particularly useful if you have little or no track record as it helps support
potential demand.

SUPPLIERS

Who will be or are your major and most important suppliers?

PRICING POLICY

State how you have calculated your selling prices together with a comparison
with those of your competitors.

Your prices must be in line with your competition i.e. if your prices are higher

then it is unlikely you will have many sales unless your product or service is
perceived to be substantially different from your competitors.

SWOT ANALYSIS

Prepare an analysis of the following for your business:

Strengths of your business/product (e.g. low running costs, a traditional image,
gap, the market place);

Weaknesses (e.g. seasonal demand, many competitors);

Opportunities (e.g. franchise, popularity or products);

Threats (e.g. others can copy the idea).
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MANAGEMENT AND CV'S

Give details of those involved in running the business and their job description,
explaining how much of their time will be devoted to marketing, sales, book-
keeping or production in an average week. State the qualities and experience
each person possesses in order to fulfil their job.

A full curriculum vitae (CV) for each of the main people in the business should

be included as an appendix. A CV is a statement showing personal details
including educational and employment history.

PREMISES

State whether you are still looking for premises or have obtained them. What
sort of premises do you require?

If you are working from home give details of the accommodation available,
plus address. You should also find out what local regulations you must comply
with.

IFIT IS A COMMERICAL PROPERTY STATE:

whether it is a lease or licence;

the date the lease will start and finish;

whether it is an existing or new lease or licence;

the rent or licence fee per annum, when it is payable (e.g. monthly or

guarterly) and if it is in advance or arrears;

the dates of any rent reviews;

the amount of any premium payable;

the liability for maintenance/repairs/insurance;

whether a survey has been carried out to advise on the condition of the

building;

x if the premises have planning permission for the use to which you wish to
put them and if not, what is the position regarding change of use;

x the square footage/meterage of the premises;

x the details of any works that need to be carried out before you can start your

business.

X X X X

X X X X

If you are working from home, state whether and when office/workshop will be
required.
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LEGAL FORMAT, REGULATIONS, LICENCES &
QUALIFICATIONS

Give details of the legal structure of the business i.e. Sole Trader, Partnership,
Limited Company, Co-operative and the reasons why you have chosen this
structure.

For partnerships, state whether a Partnership Agreement has been or will be
drawn up. For Limited Companies, give details of the share capital and
directors.

Give the trading name and confirm whether you can use it i.e. have companies
house approved? Have you checked that it's not already a trademark name? Do
you need approval before using it?

If applicable, cover what regulation and licences you will have to comply with.

This could be anything from health and safety or environment legislation to
planning approval, or relevant qualifications like basic food hygiene.

RISK ANALYSIS, CONTINGENCIES AND INSURANCE

This is a very important section and should be considered extremely
carefully . Essentially you are trying to consider what would happen if various
events occurred which would affect your business.

It is impossible to cover every eventuality but you should try to outline what
are the most likely risks and what your contingencies for these are. A typical
example of this might be what happens if I'm unable to work? Your
contingency could be insurance cover, staff or family or it could be sub-
contract it.

Sometimes though it is not possible to have a contingency or you cannot put
the contingency in place, at least to start with, say income protection, as it is
too costly. Whilst this is cause for concern it at least demonstrates that you are
aware of it, which is better than not being aware of it in the first place. If
possible set yourself a timescale for addressing it.

Given the contingency to some of your risks will be insurance cover, you

should also detail what insurance cover you require e.g. building, stock,
contents, carriage, equipment, yourself.
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PLAN OF ACTION

Prepare a schedule with appropriate dates showing what you need to do from
the present to launch or develop your business. This is not always necessary
but is often useful to do as it will help you or the reader to better understand
what needs to happen and by when.

APPENDICES

You should include as much relevant material to support the plan as is
necessary.

CVv

Letters of intent
Drawings
Photographs
Copy of Lease
Street Plan

Example of market research questionnaire

X X X X X X
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FINANCIAL INFORMATION

You should include the following in respect of the first twelve months:-

Finance Requirement and Provision
Cashflow Forecast

Cashflow Assumptions

Profitability Forecast

Calculation of Breakeven

Personal Survival budget

~oa0 o

The following are also useful particularly if you have a range of different
products or are buying in raw materials to produce a product:

g. Sales Plan
h. Purchase Plan

If your business is already operating, include the last three years’ Profit and
Loss Accounts and Balance Sheets.

FINANCE REQUIREMENTS AND PROVISION

a. You need to summarise of the amount of finance required e.g. set up costs,
equipment, stock, premium, rent, advertising, etc. and the timing of
payments, which should be the same as shown on the cashflow.

b. You then need to summarise how you anticipate that this finance will be
provided?

Self

Grants (state where from)
Loans (state where from)
Family

Friends

Hire purchase

Leasing

Factoring

Venture Capital

X X X X X X X X X

If you are borrowing money, give details of the expected repayment period and
the likely interest to be charged. If an asset is being purchased, a lender will
normally expect the period of the loan to reflect the expected life of the asset.
For example there is no point thinking you can fund a van purchase over 20
years!
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Difference between cashflow and profitability forecast

X The Cashflow includes all financial transactions and shows whernmoney
comes in and goes out of the business not when it is invoiced.

X The Profitability Forecast does notinclude VAT, loans received, capital
injected, loans repaid or purchases of machinery, equipment or vehicles.
It does though; include the interest element of loan repayments and hire
purchase instalments.

x The Cashflow shows receipts from sales when they are received.e.
immediately for a cash sale or after a credit period e.g. 30, 60 or 90
days.

x The Profitability Forecast shows annual sales whilst the Cashflow shows
periodic payments e.g. annual or monthly insurance premiums or
guarterly telephone hills. All are shown in the month they are paid.

x VAT (both paid and collected) is included in the cashflow forecast but
not in the profitability forecast.

CASHFLOW FORECAST

x Put the figures from the Sales and Purchases Plan.

x The cashflow will show the overdraft requirement of the business.

x The cashflow must reflect the details of the business set out in the earlier
narrative part and must always be consistent with it.

CASH ASSUMPTIONS

x Explain the basis of your calculations for each line of the cashflow forecast
e.g. state any credit given on sales, interest on loans etc. (see pages 18 to
21).

PROFITABILITY FORECAST

x This forecast is similar to the cashflow but without the timing difference
e.g. sales and costs are shown annually. It should not contain capital
injected, grants or loans obtained or VAT (see page 21).

CALCULATION OF BREAKEVEN

x Calculate this by using the attached form (see page 21).
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PERSONAL SURVIVAL BUDGET

x This should be completed to show how much you personally require to live
on monthly (see page 22).

SALES PLAN (IF REQUIRED)

x Calculate your projected purchases using the “Sales Plan” attached (see
page 24).

x When will people pay you e.g. straight away or after 4 to 6 weeks etc.

x Take into account any seasonal fluctuations.

x Do not be over optimistic when forecasting sales during the first year of the
life of the business. It is better to set a low target and beat it than to set a
high target and fall short. However, you should have the cash and
production capacity to fulfil a more optimistic level of sales.

PURCHASE PLAN (IF REQUIRED)

x Calculate your projected purchases using the “Purchase Plan” attached (see
page 25).

x  When will you pay your suppliers? Can you get credit?

x Like the Sales Plan, the purchases should reflect any seasonal fluctuations.
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CASHFLOW ASSUMPTIONS

Cashflow assumptions simply need to explain how you have reached your figures.
Take the cashflow line by line and briefly explain where figures have come from and
what if any assumptions you have used to derive them.

Follow the prompts below when completing this section. The list is not exhaustive so
make sure you have included everything.

x Capital Introduced

If you are introducing your own capital detail this and the source i.e. is it
borrowed? Your own cash savings, friends, family loans etc.

x Sales/Fees — Cash

How have you estimated the figures? What are these assumptions based
on? ~ your research, competition volumes and prices, the number of units
sold, the number of people seen, X% mark up on purchase price etc. Is your
trade seasonal? If it is then you will need to explain how you have factored
this in.

It is unlikely that you will achieve targeted turnover from day one, so you
will need to show and explain how you anticipate building turnover.

x Sales/Fees — Credit
If you are giving credit explain what your terms are e.g. 30 days.

Don't forget the cash flow is interested only when money is received not
when you invoice it. There is a huge difference and this can have an
enormous effect on cash flow. For example if you invoice in August and
give 30 days credit you will not get the money until September, so make
sure you put receipt of the money in the right month.

X Sundry Income

Does your business have other non-core activity income? If so you may
find it easier to show this separately to your main activity income.

X Loans
How much, where from, repayment terms, interest rate etc? Will it be
drawn in one sum or in stages? If so what are the timings of draw down?

x Grants

How much, where from, repayment terms (if any)? Will it be drawn in one
sum or in stages? If so what are the timings of draw down?
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PAYMENTS

X Purchases — Cash

As with Income, how have the figures been calculated ~ as a % of sales,
guantity, etc.

X Purchases — Credit

If you are receiving credit explain what the terms are e.g. 30 days. As with
income above don't forget the cashflow is only interested in when money is
received not when you invoice it.

X Advertising

x Equipment Purchase/Building Work

X Heat Light and Power

X Hire Purchase and Leasing Charges

x Professional Fees (Accountant, Legal, Surveyors)
Are there initial costs e.g. when setting up a limited company? Do you
have monthly costs e.g. book keeping, payroll? Or will you just have an
annual fee to pay?

X Rent and rates

What are the frequency & amount of payments? Is there an upfront
premium to pay?

X Repairs and Renewals

X Stationery

X Telephone

x Travelling and Entertaining
X Vehicle Running Expenses

This isn't just petrol so don't forget to budget for tax, MOT, maintenance
and servicing costs.
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x Bank Charges/Interest
Most start up businesses will have a period of free charges for processing
payments but don’t forget that if you are seeking borrowing facilities you
will probably have to pay set up or arrangement fees.

X Insurance

Breakdown what types of insurance you have and how much they cost i.e.
vehicles, business, premises, personal etc.

X Loan Repayments

This is usually shown as one figure combining the capital and interest
elements, but these can be shown separately if you wish.

x Salaries/Wages (Staff) (Gross including N.1.)
For limited companies only this should include director’s salaries, although
it is useful to explain what element they are here, as opposed to other staff
salaries.

x Drawings (Self) (Gross including N.1.)

Only show this separately if you are a sole trader or partnership, director’'s
salaries for a limited company are included within Salaries and wages.

X Sundries/Contingencies

There are always unexpected expenses so you might just as well set a
budget, even if you do not end up spending it!

X VAT

What VAT scheme are you on and what are the frequency and terms of
calculation?
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PROFIT AND LOSS ACCOUNT FORECAST/BREAK EVEN ANALYSIS

For The Period: _This normally summarises a 12 month period but can be less if you want

Sales:

A

£

Less Direct (variable) costs:

Materials/stock

Direct Wages

Other

Total Direct Costs

Gross Profit
(Sales less Direct Costs)

(B)

Gross Profit Margin (GPM)

©)

%

GPM =
B/A X 100

Fixed Costs (Overhead):

Wages/Salaries/NI

Rent/Rates

Heat/Light/Power

Advertising

Insurance

Transport/Travel

Telephone

Stationery/Postage

Repairs/Renewals

Bank Charges & Interest

Professional Fees

Depreciation

Total Fixed Costs

(D)

Net Profit
(Gross Profit less Fixed Costs)

Less Survival Income

(E)

Retained in Business

Breakeven Tumover

=(D+E)/C
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Personal Survival Budget (You can do this weekly, monthly or annually)

Mortgage/ Rent

Council Tax

Gas, Electricity, Ol

All Personal and Property Insurance

Food, General Housekeeping Expenses

Clothing

Telephone

Hire Charges (TV, Video etc)

Entertainment

Car Tax and Insurance

Car Running Expenses

Car service and Maintenance

Childrens Expenditure

Savings Plan

HP Payments / Loans

Presents i.e. Birthdays & Christmas

Holidays

National Insurance Class 2

Total Expenditure £

Estimated Income From Partner

Other Income

Net Total Survival Budget £

Name:

Date:
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SALES AND PURCHASE FORECAST

Enter sales prices and purchases costs for each product/service

Product/Services Price Cost Mark Margin
up
(£) (£) (%) (%0)
e.g. Catering Events 2 1 100 50 Mark up Calculation

Selling price - Cost
+ Cost x 100 = Mark up %
i.e. £2 - £1 +1 x 100 = 100%

Margin Calculation

AVERAGE

Selling price — Cost
+ Selling Price x 100 = Margin %

i.e. £2 - £1 + 2 x 100 = 50%

NOTE: Sale prices and purchase costs entered should NOT _ include VAT
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SALES FORECAST (VOLUME)

Enter sales estimate (number of units) for each month

Product 1 2 3 4 5 6 7 8 9
e.g. Catering Events 100 120 120 150 100 180 150 200 200
SALES FORECAST (VALUE)
Monthly sales income (sale price x volume) DO NOT INCLUDE VAT
Product Price 1 2 3 4 5 6 7 8
(E) £ £ £ £ £ £ £ £
e.g. Catering Events 2 200 240 240 300 200 360 300 400

TOTAL
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PURCHASES FORECAST (VOLUME)

Enter sales estimate (number of units

for each month

Product 1 2 3 4 5 6 7 8 9 10 | 11 | 12 | TOT
e.g. Catering 100 | 120|120 150|100 | 180 | 150 | 200 | 200 150 | 250 | 250 | 1970
Events
PURCHASES FORECAST (VALUE)
Monthly Purchases Value (sale price x volume)
Product Price 1 2 3 4 5 6 7 8 9 10 11 12 TOT
(E) £ £ £ £ £ £ £ £ £ £ £ £ £
e.g. Catering 1 100|120 | 120 | 150 | 100 | 180 | 150 | 200 | 200 | 150 | 250 | 250 | 1970
Events
TOTAL
NOTE

THE LEVEL OF PURCHASES IS NOT LIKELY  TO BE THE SAME AS SALES.
BEAR IN MIND YOUR STOCK HOLDING REQUIREMENTS AND ANY ‘MINIMUM ORDER’
AMOUNTS THAT ARE IMPOSSED BY YOUR SUPPLIERS
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