PLANNING YOUR BUSINESS



A Guide to Preparing 

A Business Plan 
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What is a Business Plan? 
A business plan helps you determine if your business is likely to be viable, and focuses your efforts to improve your chances of success.  As you prepare your plan you will get the answers to key questions: Is my business viable?  What are the strengths and weaknesses of my business?  Who are my customers, and how do I plan to get them to buy from me?  Who are my competitors?  What skills will I need to properly run this business? 

Business plans are mostly for YOU!  Some people see a business plan simply as work they have to do to get money from a bank or investor.  Not so!  Business plans are very effective at making your business more successful, and reducing the chances of failure.  That is why banks, investors and lenders like Community Futures require them. 

BUSINESS PLANS WORK! 

The Keys to a Business Plan 
Your Vision. 
· A description of your business, covering the products you are selling and who your customers are. 
· Market Research explains the industry and your opportunities within it 

· The Marketing Plan tells how you will make them want to buy from you. 

· Your Competition outlines the other companies that are competing for your business, 

· Management covers the skills and abilities of the people who will be operating the business 

Your Financial Needs. 

A summary of the money needed to get your new business off the ground, or change/expand refinance your existing one. It includes projections of the sales, cash and expenses that you expect your company to have over the next one to three years. 

How do I use this package? 
This package leads you through both the Vision and Financial sections of your business plan.  Each section has several parts, with each part containing a list of questions.  Your business plan is made up of the answers to those questions. 

This business plan package has “fill-in-the-blank” pages for each section.  On one page is a list of questions for that section.  On the other is space for each section, for you to write your answers.  The Space provided is for notes!! Your plan should be word processed with elaboration on all of these topics. 

You do not have to use the “fill-in-the-blank” format; you are free to use any format you wish.  However, be sure that your plan covers the areas outlined in this package. 
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Executive Summary 

The Executive summary should provide a one page synopsis of your business.  It does not go into tremendous detail, but make sure that anyone reading it will have a fairly accurate idea of your vision for your venture. This is where you build excitement for the reader. 

This should be written next to last, once you have done all the research and compiled all the other parts of the Business Plan.  It is to touch generally on your purpose and will include your goals and reason for being.  Once you get down to writing, consider including the following items:
Mission Statement 

This may be as simple as stating that your products or services will always meet and exceed the anticipation of the customer; or thoroughly reflect the essence of what your ideals are. 
Think about your stakeholders (customers, employees, suppliers, investors and community) 

Benefits of your Product or Service 

Here you will highlight the advantages of what it is you are providing and your competitive edge. 

Financial Highlights 

The profitability of your business will be summarized here. Include the required investment, both personal and what you are seeking from others.
Personnel 

Include the relevant experience of yourself and the other people who will be involved. 

Executive Summary 


Your Products 
A product is a good you sell or a service you provide. Your business may focus on one type of product, or it may offer several different kinds. It is crucial that you have a clear understanding of the different kinds of products you offer (or plan to offer) because this will help you identify who your customers are. 
Concentrate on major types of product rather than listing every single item. Consider these examples: 
· A retail jewellery store might have four areas (fine gold jewellery, fashion jewellery, giftware and china/crystal/silverware), or it may focus on one or two of these areas. 
· A carpenter offering a full range of services may have two areas: major jobs (house construction, sun decks, trusses) and basic home renovation / maintenance. 
· A restaurant may also offer catering services to hotels and cater private functions (home & office parties, special events, etc.) — three areas in total. 
The reason for listing each of these separately is that each area will have different types of customers with different needs.  You may want to promote each area of your business in a different way from the others, since the advertising that reaches one market may not reach others. 
Your Products 
(The goods you sell or the services you provide) 

________________________________________________________________________
Product #1: 

________________________________________________________________

Product #2: 

________________________________________________________________

Product #3:
________________________________________________________________________
Product #4: 

________________________________________________________________________
Your Customers 
1. Your Market Area. 

Where do your customers live?  Are you appealing to people in your community?  Can you draw on several communities in a region?  Will you be actively selling to people across Northern Alberta?  Will you be targeting a world market?  Focus on your main market areas. 

2. Your Customers. 
Who are your customers?  What Demographic do they represent?  What do they want?  Why do they buy your type of product?  What needs does it fulfill?  For each of your products, consider your: 
Target Customers - — the people who will use your products the most, and will provide the majority of your sales. 

Secondary Customers - people who will buy your products, but will not be your main customers. 
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Your Customers 

Your Market Area: 



Your Customers: 
Product #1 



Product #2 


Product #3 


Product #4 




Industry Overview 
Here is where you show that you know what you are talking about! 
Describe the Industry as it is now, some background information about it’s history and, most importantly, where it is going and how your company can play an important part in it’s development while becoming successful and profitable. 

Demand for Your Products.
For each of your main types of products (the goods you sell or services you provide), is your market growing, shrinking or stable? 

Do you expect any major changes in the demand for your types of products in the near future (within five years)? 
Focus on the overall demand for your types of products, not in the demand for your business 

Internet Research 
As part of your research, use the internet to access information. 
Suppliers 

Competitors 

Business information sites 

Market Research 

Marketing opportunities
List sites that are helpful to you in planning your business. 

Will your business have its own web site for marketing or informational purposes? 
Industry Overview 
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Demand for Your Products 


Internet Research 
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Marketing Plan 

Marketing Strategy 

How will you tell your customers about your products and convince them to buy from you? 

Marketing is more than just advertising.  Your marketing strategy is where you promote your products and your firm, trying to create a perception of value among your customers. This could include areas such as customer service, discounts, special sales, charities/causes your business may support, and advertising. 

Include the strategies you will use (follow trends, innovate), the advertising planned, and sales tools (discount, coupons, etc.). 
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Pricing Strategy
How do your prices compare with those of your competitors?  Keep in mind three things: 

1. If your products are more expensive than your competitors, why will your customers be willing to pay extra price? 
2. If your products are cheaper than your competitors, can that affect the way that customers view the value of your products? 
3. If your products are the same price as your competitors, do you have other plans to set yourself apart from the rest? 
Location 

Your location can be a vital part of your success, depending on the kind of business you are in. Location will be crucial for retail sales and consumer services, along with some business-oriented services. Location is not crucial for all firms — a wide range of firms are run from home, including accounting, marketing, word-processing, and so on. 
Your Marketing Plan 

Marketing Strategy 


Pricing Strategy
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Location


Your Competitors 

One of the main keys to your success will be in establishing a market niche for your business.  To do this, you must understand who your competitors are, where their strengths are, and more importantly where they are weak. 

Disposable income is limited, and many businesses are competing for it!  There is only a limited amount of “spending money,” and many different ways of spending it.  Every product has competition of some kind, and it is important to know who your competitors are. 

When looking at your competition, include direct competitors and substitutes.  Substitutes are products that are different from yours, but can compete for your market.  For example, an ethnic restaurant may have no direct competition, but would still compete with other firms that cater to the “dine-out” market. 

	What do your competitors do right? 

	Why will your customers use you? 



Competitors: 
Who are your competitors?  Are they expanding?  Are new competitors starting up in or moving into your market?  Is the market saturated? 

Look closely at your competitors’ market “niche.”  Are they appealing to certain types of customers?  Are they focusing on certain features of their products?  Why do people buy from them?  This info can give you many ideas how to set your company apart from the crowd and create your own niche.
Advantages & Disadvantages of Your Products 
What advantages do your products offer compared with the products of your competitors? 
What are the disadvantages, relative to those available through your competitors? 

Your Company’s Strengths / Weaknesses 
What are the strengths of your company (not your products), compared with your competitors?  What are the weaknesses, compared with you competitors? 

Your Plans to Overcome Weaknesses / Disadvantages 
How will you overcome your weakness, or the disadvantages of your products? What are your plans to improve your weak areas? This is a crucial area, and one that should be looked at very closely. 
Your Competitors 
Major Competitors 
	
	Store/Products 
	Main Focus / “Niche” 

	1. 
	
	

	2. 
	
	

	3. 
	
	

	4. 
	
	


Your Products: advantages and disadvantages 


Your Company: strengths and weaknesses 


Your Plans to Overcome Weaknesses / Disadvantages
 
Market Research 

Market research plays a very important part in determining whether your business idea is viable.  What it really boils down to is asking your customers whether they will buy your product.  If properly done, it should help you answer very important questions such as: 


• Will the customers buy your product? 

• Are they interested in the benefits your products offer? 

• What features are important to them?  Why do they buy?

• Where do they look when deciding what to buy (newspapers, flyers, radio, TV, 
    
   etc.)? 

• How much will they buy? 

• What prices do they expect to pay? 
Market research can be simple and straightforward to do.  You do not need to hire an outside company: in fact, the best market research is often the kind you do yourself.  How you do the research will depend on the type of business you want to start and the nature of your customers.  You may wish to consider checking in these areas:
· The customers themselves.  These may be the final consumers or firms re-selling your products to those consumers. 
· Firms providing similar products in similar markets. The closer the match, the more valuable the information.  Try to find similar sized markets to your own. 
· Trade & Business Associations   Trade associations can give you valuable insights into current trends and developments in your field, as can business associations such as the local Chamber of Commerce, tourism association, etc. 
· Statistics  Industry averages for cost of goods; advertising etc. can give good guidelines on how others run their businesses.  Housing starts, business licenses, population age groups and various other information may be important indicators of your potential market. 
On the next page are examples of questions you may want to ask when talking to customers and similar firms Statistics are available from local municipal offices, Chamber of Commerce, Statistics Canada and BC on the Internet, from suppliers and trade associations. 

Tips for Surveys.
· Market surveys should be brief. 
· Avoid asking too many questions. 
· Decide what information you MUST have, and only ask questions that focus on those areas. A good market survey can ask as few as 4-6 questions, and take less than 10 minutes. 
Market Research 
Sample Surveys and Questions.
The following survey questions are only examples — feel free to change, ignore & add questions as needed for your specific products and markets.  Community Futures has sample survey formats, should further details on market surveys be helpful. 

A. Customers. 
1) Introduce yourself— get their permission to ask a few questions. 

Example: New Business. “Hi.  My name is Jane Doe and I’m looking at   We’re starting a business selling specialty sports store looking at adding new sports lines May I have 5 minutes of your time to ask you 6 questions?”
Example: Existing Business. “Hi. I’m Jane Doe and I run X17 Sports to our store. equipment. May I have 5 minutes of your time to ask you 6 as questions?” 
2). Describe the business — keep it very short (3 sentences max.)  Example: “We offer top-quality name-brand equipment for the serious athlete, focusing on (examples).” 
3). Sample Questions — substitute your good or service for “product” below. 

• Where do you currently buy this product? 
• Why? 
• What’s most important to you when buying this product? 
• How important to you is (list 1-2 features you will offer, such as after sales service, knowledgeable staff, price, etc.). Consider a scale of 1-5, 1=not important, 5 =critical. 
• What would you most like to see improved in this area (e.g.: service, delivery time, etc.)? 
• When you need to buy this product, where do you look (e.g.: Yellow pages, radio, etc.)? 
End with a question such as: “If I start this business, may I contact you?”  If they give you permission, take their name, address and phone number to add to your mailing list. 
B. Other Firms. 
Introduce yourself to the owner or manager and explain quickly the type of business you want to start. If it is a convenient time, ask them questions such as: 
• What kinds of customers do you serve? 
• How much competition do you have?  How has it changed over time?  Why? 
• How do you advertise to your customers?  What works? Does not work?  Why? 
• What kind of sales (daily, monthly or yearly — what ever applies) did you achieve in your 1st year? 2nd? 3rd? OR: I hope to sell $_________ in my 1st year. How does this compare with your experience? 

Market Research 

It is important to be able to answer question such as: 

• What are your sales assumptions based on?  How did you check out the opportunity? 

• What did your customers tell you about the amount they use your service, and whether they would use you? 
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What kind of market research did you do? 

(What kinds of customers, or who specifically did you talk to? What did you ask them?) 


What did your research tell you? 
(How receptive were they to your products?  How much do they think they will buy from you?) 
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Management 

As the entrepreneur, your skills will play a vital part in your success or failure.  There is far more to running a company than simply providing the good or service itself.  All businesses require skills in organization, sales, customer relations, and crisis management, marketing and technical areas.  Successful entrepreneurs either have sufficient experience in these areas to be reasonably effective, or have people with those skills who they can draw on. 

Running your own business is not for everyone.  There are several self-assessment books and tests on the market.  These are useful because they help you look at your strengths and weaknesses.  It is important to consider these areas as carefully and honestly as possible. 

You will also need to have plans for overcoming your weaknesses.  No one is strong in every area.  An effective entrepreneur knows where they are weak and has plans for compensating for those weaknesses.  You may need to hire staff, take training in some of your weak areas, or arrange with someone to provide those skills (e.g.: bookkeeper, lawyer, advertising rep, etc.) 

In this section outline your skills and experience in the following areas: 

Technical 
• Your ability to provide the service or make the goods. 
Marketing & Promotion 
• Sales — your background selling products. 
• Promotion — your exposure to using advertising or promotional products. 

Financial 

• Financial Management — your background handling books, tracking cash, etc. 

Organization & Administration 

• Your experience managing many details at the same time. 

Weaknesses do NOT mean that you should not consider going into business. Everyone has weaknesses.  However, they are an indication that you should make plans to deal with these weak areas - don’t ignore them. 
Your Management 

Outline your skills, abilities and experience in the following areas: 
Technical 
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Marketing: Sales

Marketing: Promotion 

Financial 


Organization & Administration 


Your Production Plan 

Most firms sell goods as part of their business, whether they are manufacturers, retailers or services.  Manufacturers make goods, retailers sell them, and many services carry them as part of delivering their service.  In this section, outline how you will make your product. 

1. Facility Required 

What special facilities do you require to make your product or provide your service?  Will you be operating out of your home? If not, where will you be located? 
2. Delivery of Products / Supplies 

Who are your suppliers?  Have you made arrangements for ensuring that your supplies arrive when needed? 

3. Staffing Requirements 

What staff and skills will you have to hire?  What skill set is required?  Will you need staff for sales, management, technical or other functions? 

4. Technological Innovations in Your Field 

Are you in a field where technology is rapidly changing?  If so, how can this affect you?  If your products can become outdated quickly, you need to be aware of this and make plans accordingly. 

5. Age of Your Equipment 

If you need equipment to make your good or provide your service, how old is it?  Could changing technology turn your equipment obsolete?  Does it look like new regulations might force you to change your equipment, or give advantages to competitors with different machinery?  Can your equipment adjust to meet these changes? 
Your Production Plan 

1. Facilities Required 
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2. Delivery of Supplies / Products 


3. Staffing Requirements 

4. Technological Innovation in Your Field

5. Age of Your Equipment 


Your Company’s Structure

In this section, you describe your business.  Complete this section whether you are planning to start a new business, expand your current business, or purchase an existing business. 

Name and Address 

If you have not committed to a specific location yet, put down the expected site. 
Company Structure. Is this a: 
• Proprietorship— a business owned, managed and controlled by one person. 
• Partnership— a business where two or more people share ownership. 
• Limited company— a company that is legally separate from its owners. 

Status 
Are you starting a brand new business?  Taking over of an existing business?  Expanding your current business?  Refinancing your existing debts? 
Type of business 
Is this a manufacturing firm, a retail store, or a service? 
• Manufacturing firms make goods. 
• Retail firms sell goods to consumers. 
• Service firms sell their skills to their clients.  Their clients may be consumers or other firms.  While they may sell some items, their main product is the service they provide. 

A business may cover several of these areas, such as a manufacturer who sells direct to consumers. If this is the case for you, check all that apply. However, only check major areas, not those that make up only a small part of your overall business. 

Price of Purchase / Expansion 
If you are already in business and plan to expand, give details about the costs of your expansion.  If you are planning to purchase an existing business, how much is the price? 

Reason for Unprofitability / Decline 
If the business has been operating at a loss, what are the reasons? Are they due to one-time events, or is this an on-going problem? If you are planning to purchase an existing business that has this problem, make sure you have plenty of background information on this area. 

Your Plans for Change 
What will you do differently?  What changes will you be making to the business? 
Your Company’s Structure
Company Name _________________________________________

Address:_______________________________________________

Location(s): _______________________________________________
	Company Structure
	Status
	Type of Firm

	Proprietorship
	Start-up
	Manufacturing

	Partnership___
	Purchase Existing
	Retail

	Limited Company
	Expand Existing
	Service

	
	Refinance
	


Price of Purchase / Expansion: 
Buildings 


$ 
Improvements 

$ 
Equipment 

$ 
Inventory


$ 
Goodwill 


$ 
Other 


$ __________


TOTAL 
$ 

NOTE: Non descriptive totals for each section are fine.  You will give a more detailed breakdown of costs in the Use & Source of Funds section. 

Unprofitability / Decline: Reason 


Your Plans For Change 


Risk Assessment

A thorough and complete assessment of all the risks involved pertaining to the start up of your new business shows your complete understanding of what it is that you are getting into. 

Consider the following categories when contemplating what risks could adversely affect your business: 

Financial 

· What if sales do not meet your expectations? 
· What if your business does not meet its break – even point? 
· How are you prepared for unexpected expenses? 
· What other resources do you have to draw upon? 
· What strategies will you implement in the event of a financial loss? 
Location: 

· What threats are there to the longevity of your new business in its present location? 
· What other choices do you have in the event that you may have to move your operations? 
· What safeguards do you have in place to ensure your continued operations at this location? 

Reputation: 

· In what ways may you loose your reputation for good service? 
· What will you do to mitigate these factors? 
Liability: 

· How have you prepared the operation of your business to reduce any likelihood of causing problems for your customers? 
· What insurances do you have in place? 
Competition: 
· How will you protect yourself from a competitor taking business from you? 
· What is your sustainable advantage in the marketplace? 
· What advantages do your services and products have over the competition? 
Risk Assessment

What if? 
• Outline what factors outside your control could adversely affect your business 
• Present your strategies to handle some possible situations, to minimize the risk.

[image: image11]
Not-So-Minor Details

Businesses are affected by many regulations, and these cannot be ignored.  Items such as insurance and administration can be relatively minor details, if they are handled properly. If not, they can consume a great deal of your time (and money). 
Business License 

Do you have your current license from the local municipality? 

Zoning: 

Which zoning regulations apply to your business?  How will you be affected? 
Make sure that the zoning regulations allow your type of business to operate in the location you want. Don’t assume — check!  This is particularly important for home-based businesses. Contact your municipal planning department or MD/County
Register Your Company Name 
To register your business, contact a local registry in your community 
1. Name search (choose 3) 
2. Registration of proprietorship or partnership 

GST 
When your total sales reach $30,000, you must register a Business Number and collect GST. If your sales are not expected to exceed this annual threshold, there may be advantages in registering, collecting the tax, and receiving tax credits for GST paid on your business purchases. 
Employees 
If you are employing people, access the Employment Standards Act and Workman’s Compensation Board
• Do you have an Employer’s Business Number? 

Insurance 
Think about your insurance needs, including things like theft, fire and liability. Talk to a few insurance agents.  It is important to make sure you are adequately protected, so that you are covered if something goes wrong. 
• What types of insurance will you need?  How much does each type cost? 
• Show the costs in the Cash Flow, which is in the Financial section. 

Administration 
• Who will handle your: bookkeeping, year-end accounting, taxes, legal matters? 
• Show the costs in your Cash Flow in the Financial Section.

Other Licenses 
You may require special licenses from the Municipal, Regional, Provincial and/or Federal governments, depending on your business.  Check with the appropriate agencies. 
Not-So-Minor Details.
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Your Financial Needs
In the previous section, you covered the vision of your business – the products you will sell, your customers, how you stack up against your competition, the equipment you need, your marketing plan, and so on. Now you can determine how much money you will need to get the business off the ground, and keep it going.
Determining your financial needs involves these areas:

Use & Source of Funds
· How much money you need, and where you will get it from.

Owner’s Drawings
· Calculation of your personal living expenses and the amount you plan to take out of the business.

Sales Forecast: Assumptions

· What you base your sales forecasts on.

Cash Flow Projection 

· A 12-month estimate of the timing of sales and expenses in your business.

Pro-Forma Income and Expense Statement

· An estimate of the first year’s profit / loss. 
Each of these is covered in detail in the following pages.

Use and Source of Funds
This section outlines the money that you will need to start your new business or expand your existing business, along with where the money will be coming from. The first part (what you need) is the Use of Funds, while the second (where it comes from) is the Source of Funds.
Use of Funds
This section should cover whatever you need to start or expand your business, including items you already have. Let’s assume your business requires $10,000 in equipment to operate, and you already have $3,000. You would show each in the appropriate section of the Use of Funds, NOT just the part that you don’t have yet ($7,000).
The Use of Funds is a summary showing the amount needed in each area. While it shows the complete picture, it is not necessary to put every single item on the sheet - only major items should be listed individually. If you have an itemized list, feel free to attach it to the plan.
The Use of Funds covers the following categories:
· Capital Items - major pieces of equipment you need to start or expand.
· Inventory.
· Other costs - advertising/marketing, business licenses, accounting/bookkeeping fees and other costs related to start-up or expansion
· Renovations.
· Operating capital - similar a line of credit, these are funds you need to carry you through slow periods, and provide a “buffer” for your operation.
Complete only those categories that apply to your business. List the items you are contributing to the business separately from those you will have to buy. Using the same example you would show $3,000 in owned equipment and $7,000 in equipment to be purchased/leased, rather that a$10,000 total.
Source of Funds
Once you know what your needs are, you need to determine where the money will come from. List the cash and assets that you are contributing to the start-up or expansion. Show the full amount of any leases, bank loans, investments by partners or other investors, and the like.
Use of Funds
	
	On Hand 
	Need to Buy

	Capital Items:
	$
	$

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Inventory:
	$
	$

	
	
	

	Other Costs:
	$
	$

	
	
	

	
	
	

	
	
	

	
	
	

	Renovations:
	$
	$

	Operating Capital
	$
	$

	TOTAL USE OF FUNDS
	$
	$


Source of Funds
	Bank / Credit Union / Trust Company / BDC
	$

	Community Futures
	$

	Personal Investment                                                                   Cash
	$

	                                                                                                   Assets
	$

	Other (Specify)
	$

	TOTAL SOURCE OF FUNDS
	$


Sales Forecasts
The Market Research section asked you to explain how you arrived at your predicted sales amount. In this section you state what those expectations are. If your projections are based on our many years’ experience in the field, say so. However, the more information you can provide to show how you came up with your sales forecast, the more accurate (and meaningful) they will be.
The assumptions should consider any major areas that can affect your business. For example, a retail store should consider the effects of Christmas on their November and December sales. 

Factors could include variables such as: 

· Seasonal conditions - weather, Christmas, etc
· Economic conditions - logging down-time, housing constructions etc
· Customers - the number of customers you expect to be working with daily, weekly or monthly.
· Marketing - the type of marketing or promotion you will be doing during this time, and should have an effect on sales.
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Estimate sales for each general type of product or service that you plan to offer, by month. For example, a jeweller may plan to offer products in four areas - gold jewellery; fashion jewellery; gifts (men’s, ladies, children’s); and china & silver.  The entrepreneur would make sales forecasts for each of the four areas, NOT for every single item that the store carries.
Taking into account the factors listed above, you can then estimate your sales for the month.  For each area of your business, estimate:
· The average number of items that you will sell in the month, or the average number of hours that you will be able to charge for in the month
· The average price per item, or the average hourly rate you will charge.
Sales Assumptions
Research supporting your Sales Assumptions.
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 The Cash Flow Forecast
The key to remember in preparing a cash flow is that you are not trying to determine a profit or loss yet -you are trying to predict the timing of cash in or out of your bank account.  

When preparing your cash flow, keep in mind the following points:
Don‘t spread costs evenly over the year
· If insurance costs $1,200 per year and is payable in May, put the whole $1,200 in that month.  Do not put in $100 each month.
Remember the timing of collections on accounts receivable
· If you offer 30-day terms, show the cash received in the month following the sale.
Take the time to do it right
· The cash flow is an important first step in preparing your entire financial forecast.  Most of the data collected here is used on balance sheet and income statement forecasts also.
Cash In (Revenues)

Use the sales forecasts you did in the last section to estimate cash into your business.  Don’t forget any credit terms you may provide — if you agree to payment in 30 days, a sale in January will show up as cash to you in February, under the line “Collection of A/R” in Receipts.
Cash Out (Expenses)

Expenses are listed in detail in the cash flow form, they fall into several categories.
Variable Costs (or Cost of Goods)

· This relates directly to the forecasted sales.  Cost of Goods is the wholesale cost of inventory.  For example, the jewellery store mentioned above could find that for every$1,000 they sell in gold jewellery, their costs run $600.  Their Cost of Goods would be60% of sales. In the start-up column, this is the cost of the initial inventory.  Throughout the year, the inventory is replaced as sales are made or anticipated.
Purchase of Assets
· The cost (including taxes) of major capital items, such as equipment, tools, furniture, fixtures or real estate.  Include here as well any major renovation expenses.  This will show mainly in the start-up column; purchases planned for the future should be shown in the month anticipated 
Advertising
· This should cover all promotional expenses; include signage, business cards & brochures, posters, website maintenance and advertising.  A major expense at start-up, plus ongoing campaigns shown in them month they will be paid for.
Overhead Expenses
· Rent, Utilities, and any other ongoing monthly costs of operating your store/shop.  Do not include costs of operating your own home, even if your business is home based, unless there are increased costs for the business.
Telephone
· Only show the expense of a business phone line, fax line, cell phone, long distance charges and internet costs that pertain to your business. Do not include the cost of your home telephone. 
Freight (shipping)
· This will be related to the timing of the purchase of goods, supplies or equipment
Wages and Deductions
· This should be calculated on the number of employees, the hours they will work, multiplied by the wage rate. Also include employee deductions that you are responsible for (El, CPP, WCB, vacation pay, etc.). As a general rule of thumb, these items usually mount to 10 – 20% of the hourly wage costs.
Professional Services
· This includes the cost of engaging any other contractors, bookkeeper, accountant, lawyer
Licenses, Permits and Insurance
· Include the business portion only as well as annual fees associated with trade or commercial associations, such as Chamber of Commerce membership
Travel
· This is for business only travel , such as buying trips, training or conventions
Auto Expenses
· Include all costs of operating a vehicle maintained exclusively for business. Costs include insurance, loan payments, maintenance, and fuel. If you use your personal vehicle for business purposes, only show the extra costs, such as fuel, that increased use will create
Banking Expenses
· As well as basic banking and transaction costs, include interac, Visa & M/C, and interest on a line of credit
Borrowing Costs
· The cost to repay any loans that your business may require.  Include all business loan payments to banks, Credit Union, CFDC, as per agreements
.Maintenance and Repairs
· Estimate a monthly amount to maintain your equipment and premises, including parts, labour (not your own) and supplies.
Owners Drawings
· As a proprietor , you should make regular withdrawals from your business to cover personal needs (as per your personal budget) 
Pro-Forma Income Statement
The income statement will show your projected profit or loss for the year
Income – Sales
· Will be actual accrued sales total expected for the year.
· Do not include taxes collected, because these are passed on to the government and are not business income.
Expenses
· Include only expenses that pertain to the one year of business operation.
· The capital cost of assets is not included because these last for many years in the business.  The value of assets will show up on the Balance sheet.  These costs are amortized over a number of years.  We do not include the Capital Cost Allowance on this pro-forma Income statement, but it will be a deductible expense to the business at the end of the taxation year.
· Likewise with loan payments, only the interest portion is expensed in the year.
· Cost of Sales will include only the total cost of goods that were sold – inventory cost is not included in the yearly statement, it is still an asset to the business.  This will show up on the Balance Sheet.
· Include cost of wages and deductions paid to employees.
· Personal income for proprietor is called “Owner’s Drawings”.












For many firms, 80% of the sales come from 20% of the customers.

















           Show marketing costs on your Cashflow!














Market Research: 


What your customers think of your idea. 
































Business License: 








Zoning: 








Registered Name:








Business Number:








GST#:








Payroll Deductions:








Import / Export:








WCB:








Bookkeeper:








Accountant:








Insurance:








Industry Specific Licenses / Associations:








Sales Forecasts must be supported by research to be credible





#104, 9817 – 101 Ave.


Viktoria Place


Grande Prairie, AB


T8V 0X6


Phone:  (780) 814-5340


Fax:      (780) 532-5129


Email: office@CFOFGP.com











� HYPERLINK "http://www.cfofgp.com" �www.cfofgp.com�
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