WRITING A

BUSINESS PLAN

(B)

The most important stage of your business is the planning stage. One of the most important tools to help you plan for the success of your business is writing the Business Plan. The process of writing a business plan helps you focus on the tasks on hand and the tasks that will need to be completed before a successful business can be launched. The plan acts like a road map, and while it needs to remain flexible to change as your business changes, it keeps you focused on your goals and objectives. The second most important reason for a business plan is that it is required by most funding agencies if you need to raise money to finance your business.

Not everyone is cut out to be a businessperson. It takes a special kind of person and a special kind of dream to create a successful business. A good place to start is by doing an evaluation of yourself to see if this is really what you want to do. There is nothing wrong with finding out that owning your own business may not be what you really want to do after all. It is very important that your personal goals match your business goals. If these do not align, you will be creating unnecessary stress and unhappiness for yourself, or risk not succeeding in your business. Owning your own business is a lifestyle choice. It takes a lot of commitment in time and determination.

As a business owner, you may have a variety of roles to play and need to be aware of and knowledgeable in many areas. Some key areas for success are:

- Knowledge of oneself. Entrepreneurs are the foundation of a business therefore they must know their own strengths and weaknesses, limitations and potential.

- Management skills. This includes management of staff, resources, inventory, as well as bookkeeping skills to manage the finances.

- Expertise and knowledge of the product or service as well as an understanding of the industry.

-  Marketing skills – knowing how to sell your product or service and to who is key in generating sales. You will also need to have some knowledge of your competition and ideas of how to find your own advantage.

Many of these skills can be gained through learning and experience. It is important to identify your weak areas and then surround yourself with good people who can do these things for you. For example, if you are not a people person, you may need to develop a dynamic sales team to help you sell your product or service. Or if finances are not your strong point, it will be important to hire a competent bookkeeper and accountant.

Developing your business plan will help you explore and think through all the areas that need to be considered in running a successful business.

Your Business Plan should contain the following components:
· Description of the Business

· Ownership and Management

· The Market and Industry

· Marketing Plan and Strategy

· Pricing

· Project Costs and Financing

· Financial Statements and Projections 

DESCRIPTION OF THE BUSINESS
Name of the Business:

Description of the Business:

1. What is the business and what product or service will you offer?

2. When do you plan to start your business?

3. Where is the business located and why? (Is it accessible – where people can see it and get to it easily?)

4. How will you identify your business? (signage, colour, logo)
5. Hours of the day (and days of the week) your business will operate.
6. Will you need additional staff? How many hours? How much will you pay them?

7. Is your building owned or rented or leased? Does it meet hamlet and lands zoning bylaws? Do you have adequate insurance on your business? Examples of licenses and permits you may need are:
· Hamlet business license

· Canada Customs and Revenue Agency (CCRA) for a business number for payroll and GST remittances

· Register your business with the Government of Nunavut

· Government of Nunavut Payroll Tax

· Workers Compensation (WCB)

· Health and Fire inspections

· Special transportation licenses (such as for a taxi or large equipment)

· Patents, trademarks, logos, copyrights etc (especially if you have designed and manufacture your own product)

· Professional business license as related to your industry. Examples would include accountant, medical, lawyer, mechanic, or perhaps an outfitter or tourist licence, or fisheries.

· Export/import licence

· You may also want to investigate the NTI Inuit firm registry and the NNI registry.

· Insurance for fire, theft, vandalism, liability.

8. Will you need to do renovations? Who will do them and for how much?

9. Do you need any special equipment? Where will you get it and how much will it cost?

10. Where will you get the product you plan to sell? Make it yourself? Buy from elsewhere? Be sure to include cost of freight if you are bringing it in.

11. Do you have any contracts, or will you try to get contracts for your business? (i.e. a steady customer)

12. Will your business be seasonal or year-round? If seasonal, specify the period during the year your business will operate.

13. Describe working relationships with other businesses or organizations relevant to your business. (other business or organizations that will support you i.e. Tourism, hamlet etc)

14. What are some of the potential risks and problems associated with your type of business? How do you intend to resolve or minimize these?

15. What is the main goal of your business? What would you like to accomplish?

OWNERSHIP AND MANAGEMENT
What type of ownership structure will your business have?

Legal Structures of Businesses
There are several different types of businesses. The most common are:

· sole proprietorship

· partnership

· corporation

· cooperatives

There are pros and cons to each type of business structure.

Sole Proprietorship

Advantage:

· you are the only person responsible and make all the decisions

· benefit from all the profits

· inexpensive to set up this type of business

· any losses are deductible from personal income tax

Disadvantage:

· you are not legally separated from your company; you are solely liable

· unlimited liability

· responsible for all expenses

· any profit is included in your personal income tax

· in the event of a bankruptcy, all personal assets are subject to seizure

· limited to personal borrowing capacity

Partnership

In forming a partnership, it is important to pick someone with whom you are compatible in ideas, goals and ways of doing things. A partnership agreement must be put into writing including who does what, who contributes what, how profits and losses are shared, and how the partnership will be dissolved.  It is important to include a contingency plan – what happens if something happens unexpectedly to one of the partners such as a sudden illness or death. Having this in writing before you open the business helps define the relationship and prevents problems later. 

Advantage:

· share decision making

· coverage for absences

· access to more capital, skills and knowledge

· possible tax advantages

· limited regulations

· easy to set up

Disadvantage:

· responsible for the actions of your partner

· unlimited liability

· possible development of conflict between partners

· each partner is personally liable for all the debts and obligations of the business.

Corporation

A corporation means that the business is a separate legal entity from its owners. The owners are still considered share holders and may have limited legal liability, but no one member is personally liable for the debts, actions or obligations of the corporation. 

Advantage:

· limited liability – the business is its own legal entity

· ownership is transferable

· ensures continuous existence

· easier to raise capital

· tax rate is lower than personal income tax

· company is free to choose its own fiscal year end based on any twelve-month period

Disadvantage:

· takes more paperwork and money to form the company

· closely regulated

· more precise record keeping is required

· decision making is more formalized

Co-operatives

When a minimum of 5 people with a common interest get together, you can form a co-operative. There are 5 common types of co-operatives. They are:

· Producers

· Consumers (to get buying power)

· Marketing (to help sell each others’ products with common marketing)

· Financial (i.e. Credit Unions)

· Service (i.e. health care)

Advantage:

· sharing of expertise

· division of duties

· owned and controlled by the members

· each member liability is limited by the number of shares they own

· start up costs covered by shares purchased by members;

· profit is distributed back to the members

· pooling of resources to help each other.

Disadvantage:

· possibility of development of conflict between members

· longer and more formalized decision-making process

· more precise record keeping is required

· all members must participate to ensure success

These are the most common type of business structure. You must decide and choose what meets your best interests.
Management

Who will manage your business? What kind of experience do they have?

How will the bookkeeping be maintained? Will you do it yourself? Hire someone? 

What are the strengths and weaknesses of each person involved in managing the business? Is there any training needed? Who will do it? When? Where? At what cost?

MARKET & INDUSTRY OVERVIEW
Market

1. Who is your typical customer? (age, gender, location)

2. What characteristics do your customers have? (lifestyle, buying habits, income)

3. Are your customers just local (walk in) or will you sell by mail order or via the internet?

4. How many customers will you have? (Many customers that buy few or few customers that buy many?)

5. How will you meet your customer’s needs? How will you know?

6. Have you done any research to see if people are interested in purchasing your product or service?

7. How much are they willing to pay for your product or service? Is your price within this range?

Industry & Competition

1. What are the industry trends for your type of business? (What is happening in the rest of the world with this type of business?) Is the market for your product/service growing or declining? What can you do to accommodate these trends for the future?
2. Are there any dangers or issues you will need to watch for?

3. Who is your direct competition? (companies serving the same customers and providing the same product or service)

4. Who is your indirect competition? (other companies selling to the same customers with a similar or an alternative product or service)

5. Do a SWOT analysis on each competitor. SWOT stands for Strengths, Weaknesses, Opportunities and Threats. Describe each competitor using this method and describe how they will impact your business.

6. What is your competitive advantage? What makes you different or unique? Things to consider are pricing, quality, unique items, support, knowledge, hours of operation, location, availability of product, etc.

MARKETING PLAN AND STRATEGY
Your marketing strategy identifies how you will provide your customer with the right product or service at the right time, at the right place and at the right price.

How will you advertise your business? (flyers, radio, word of mouth, direct mail, brochures, website, trade shows etc)

How often will you advertise? (weekly, monthly)
How can you expand your market?

PRICING

The most common mistake in pricing is setting a selling price that is too low. This mistake occurs when you fail to see all the costs associated with the product (such as freight, taxes etc) or when you are attempting to undercut the competition.

How will you price your product or service? How did you get that price? 

Will there be different pricing levels for different customers?

Is your price competitive? How does it compare to other similar products or services available?

How did you calculate your profit margin? (Don’t forget to pay yourself).

Break Even Analysis

A break-even analysis helps you determine how much you need to sell to meet your expenses.  Using the numbers, you have already calculated in the above financial statements, use different scenarios to determine what your break-even point is. Everything above that is profit. 

One of the best uses of breakeven analysis is to play with various scenarios. For instance, if you add another person to the payroll, how many extra sales dollars will be needed to recover the extra salary expense? If you borrow, how much will be needed to cover the increased principal and interest payments? 
Start by plugging in your fixed costs. These are costs that do not change no matter how much or how little you sell. Even if you do not sell one item, you will still incur these costs.

Then add in your variable costs. Remember that the more sales you have the higher your variable cost will be because you have to purchase (or make) the product you are selling. The same is true for a service-based business. The more service you give, the more it can cost you. For example, if you have a taxi service, the more trips you make, the more fuel you will need. 

The following is an example only. Remember your fixed and variable costs will differ depending on what type of business you have. For example, if you make your own project or provide a service, then wages may become a variable cost. 

	BREAK EVEN ANAYLSIS
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Fixed Costs
	
	
	
	
	

	
	
	
	
	
	
	

	Wages
	 
	 
	 
	 
	
	

	Payroll Expenses
	
	
	 
	
	

	Professional Fees
	 
	 
	 
	
	

	Office Expenses
	
	
	 
	
	

	Marketing
	 
	 
	 
	 
	
	

	Travel
	
	
	
	 
	
	

	Training
	 
	 
	 
	 
	
	

	Admin Expenses
	
	
	 
	
	

	Insurance
	 
	 
	 
	 
	
	

	Licenses & Permits
	
	
	 
	
	

	Taxes
	 
	 
	 
	 
	
	

	Rent/lease/mortgage
	
	
	 
	
	

	Telephone
	 
	 
	 
	 
	
	

	Utilities
	
	
	
	 
	
	

	Supplies (not for sale)
	 
	 
	
	

	Repairs and Maintenance
	
	 
	
	

	Vehicle Expenses
	 
	 
	 
	
	

	Loan interest
	
	
	 
	
	

	Bank Charges
	 
	 
	 
	
	

	Miscellaneous
	 
	 
	 
	
	

	
	
	
	
	
	
	

	Total Fixed Costs
	
	
	
	 
	

	
	
	
	
	
	
	

	Variable Costs
	
	
	
	
	

	
	
	
	
	
	
	

	Purchases (inventory)
	 
	 
	
	

	freight
	 
	 
	 
	 
	
	

	
	
	
	
	
	
	

	Total Variable Costs
	
	
	 
	

	
	
	
	
	
	
	

	Total Costs
	
	
	
	
	 

	
	
	
	
	
	
	

	Total Sales Needed to Break Even
	
	
	 


PROJECT COSTS
Make a list of all your start-up costs. Include items such as:

· incorporation costs (if you decide to incorporate)

· business registration fees

· licenses

· permits

· insurance

· utility hookups

· signage

· pre-opening advertising

· pre-opening training and travel

· pre-opening supplies

· business stationary – letterhead, invoices, envelopes etc

· security deposits

· wages

· training

· opening inventory
Depending on your business, you can add or subtract from this list to suit your needs.

Next make a list of your capital costs. These will include but not be limited to:

· building

· renovations

· furniture, including shelving, cash register, etc

· equipment

· vehicles

A capital cost is anything that will last more than one year and usually has a value of over $500. You will set this amount in consultation with your accountant, based on the type of business you have.

Your operating costs are your regular monthly costs that you will incur to keep your business running successfully. Even though you may pay your licenses, taxes, and insurance once a year, it is important to put them into your monthly cash flow, so that you plan and prepare for this expense. Examples of this list would include:

· rent/lease/mortgage

· bank charges

· loan payment and interest

· suppliers for your inventory (cost of goods sold)

· utilities

· wages

· employers’ portion of benefits (CPP, EI, WCB, etc)

· office expenses

· advertising and promotion items (marketing)

· insurance, licenses, permits etc

· maintenance and repairs

· supplies (not for sale but for your use in running your business)

· professional fees (accountant, legal etc)

· administration fees (memberships, subscriptions, conferences, trade shows)

· travel

· training

· share holders or owners “draw” or payment

Include everything that the business will pay for. Some items may not be every month. When you do your cash flow schedule, you can plot them in where they belong.

Now that you have made lists of your expenses, how are you going to pay for them? What are your sources of funds? 
Nunavut offers a seamless continuum of funding. Many of these funding partners work together to fund a project. 
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Consider the following sources:

· client equity – how much cash do you have to put into this business?
· grants and contributions 



- KIA - KBAP


- ED & T – Small Business Support Program


- NCEDO – Aboriginal Business Development
· Loans 
 

-  Kitikmeot Community Futures Inc. (up to $250,000)

- Nunavut Business Credit Corporation (NBCC) ($150,000 - $2 million)


-  Nunavut Development Corp – takes an Equity position



-  Atuqtuarvik ($250,000 - $3 million), (Inuit Clients only) 

· Commercial Loans – banks

Once your business is open, your main sources of income will likely be from sales, and possibly from a line of credit.

FINANCIAL PROJECTIONS

You will need to compile your lists into several different types of financial statements. The first one is a cash flow statement. A cash flow statement allows you to see what funds are needed, when they are needed, and what cash will be available to meet these needs. It is simply cash in/cash out. Every business has cycles of ups and downs. Doing a cash flow statement allows you to see when these will occur and help you plan for them. If you provide credit to your customers, you need to record the cash in when you expect to be paid, not when you made the sale. Similarly, when you buy your inventory, if you are allowed trade credit, then you record the cash out when you expect to pay the bill, not when you receive the goods. The following is an example of what one looks like. Change the categories to fit your needs.

Plot in the numbers you already know first – your fixed costs – such as your loan payments, rent or mortgage, taxes, insurance and so on. Then estimate your variable expenses – those that may change every month. For example, match your cost of merchandise to your anticipated sales in the following month. Some of these costs will be best guess for now, but once you have run your business a few months, these may become clearer. Remember to continuously update this worksheet so that you are not taken by surprise by unexpected costs.

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Twelve Month
	
	
	
	
	
	Enter Company Name Here
	
	
	
	
	

	Cash Flow


	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash on Hand (beginning of month)
	Pre-Startup EST
	Jan-05
	Feb-05
	Mar-05
	Apr-05
	May-05
	Jun-05
	Jul-05
	Aug-05
	Sep-05
	Oct-05
	Nov-05
	Dec-05
	Total Item EST

	Cash on Hand (beginning of month)
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	CASH RECEIPTS
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash Sales
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Accounts Receivable
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Grants & Contributions
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Loan/ other cash income
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL CASH RECEIPTS
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Cash Available (before cash out)
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	CASH PAID OUT
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Purchases (merchandise)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Gross wages (exact withdrawal)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Payroll expenses (taxes, etc.)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Professional fees (acct, lawyer)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Office expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Marketing
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Travel
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Training
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Admin Expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Insurance
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Licenses, Permits
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Taxes (real estate, etc.)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Rent/lease or Mortgage
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	TOTAL CASH PAID OUT
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash Position (end of month)
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Pro Forma Income Statements:
An Income statement shows your expected profit from your business. Simply stated it is:

Sales - expenses = Profit

You are usually required to create Income Statements showing at least three years. For an existing business that is changing or expanding, you need to produce the past three years of financial statements and then another three years Pro Forma (projected) statements showing how your expansion or change will impact the business. An Income Statement is usually shown as a one-year snapshot at a time.

An Income Statement differs from a cash statement. A cash flow statement shows the movement of actual cash in and out of the business. An Income Statement shows these expenses but also shows non-cash items such as depreciation. Another major difference is that in a Cash Flow statement you record both the interest and principle loan payment, because that is the total amount of cash going out of your business in a month. However, in an Income Statement you list only the interest portion as an expense. The principle loan payment is recorded on the Balance Sheet.

In an Income Statement, the cost of purchasing your items for sale are shown as a cost of goods sold in your revenue section. You record the dollar value of your inventory on hand at the start of the year, and then add how much was purchased as well as the freight cost to get it to you. You then subtract how much inventory you have at the end of the year, and that is your cost of goods sold. If you make your own product you would also add in the cost of labour used to make the product. Use any cost directly associated with getting the product ready to sell.

The following is an example of an Income Statement. Change the categories and items to reflect your business.

	
	Income Statement
	 
	 
	 
	 
	 
	 

	
	[Name]
	
	
	
	

	
	[Time Period]
	
	
	
	

	
	Revenue
	 
	
	
	
	

	
	
	Gross Sales
	
	
	
	 
	

	
	
	Less: Sales Returns and Allowances
	
	
	
	 
	

	
	
	    Net Sales
	
	
	
	
	0 

	
	Cost of Goods Sold
	 
	
	
	
	

	
	
	Beginning Inventory
	
	
	
	 
	

	
	
	Add:
	Purchases
	
	
	 
	

	
	
	
	Freight-in
	
	
	 
	

	
	
	Inventory Available
	
	
	
	0 
	

	
	
	Less: Ending Inventory
	
	
	
	 
	

	
	
	    Cost of Goods Sold
	
	
	
	
	0 

	
	
	    Gross Profit (Loss)
	
	
	
	
	0 

	
	Expenses
	 
	
	
	
	

	
	
	Wages
	
	
	
	 
	

	
	
	Payroll expenses
	
	
	
	 
	

	
	
	Professional Fees
	
	
	
	 
	

	
	
	Bad Debt
	
	
	
	 
	

	
	
	Office Expenses
	
	
	
	 
	

	
	
	Marketing
	
	
	
	 
	

	
	
	Travel
	
	
	
	 
	

	
	
	Training
	
	
	
	 
	

	
	
	Admin Expenses
	
	
	
	 
	

	
	
	Insurance
	
	
	
	 
	

	
	
	Licenses, Permits
	
	
	
	 
	

	
	
	Taxes
	
	
	
	 
	

	
	
	Rent, Lease or Mortgage
	
	
	
	 
	

	
	
	Telephone
	
	
	
	 
	

	
	
	Utilities
	
	
	
	 
	

	
	
	Supplies (not for sale)
	
	
	
	 
	

	
	
	Repairs and Maintenance
	
	
	
	 
	

	
	
	Vehicle Expenses
	
	
	
	 
	

	
	
	Loan interest
	
	
	
	 
	

	
	
	Bank Charges
	
	
	
	 
	

	
	
	Depreciation
	
	
	
	 
	

	
	
	Miscellaneous
	
	
	
	 
	

	
	
	Other
	
	
	
	 
	

	
	
	Other
	
	
	
	 
	

	
	
	Other
	
	
	
	 
	

	
	
	    Total Expenses
	
	
	
	
	0 

	
	
	    Net Operating Income
	
	
	
	
	0 

	
	Other Income
	
	
	
	

	
	
	Gain (Loss) on Sale of Assets
	
	
	
	 
	

	
	
	Interest Income
	
	
	
	 
	

	 
	 
	    Total Other Income
	 
	 
	 
	 
	0 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	    Net Income (Loss)
	 
	 
	 
	 
	0 
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