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The Prompts provide some questions that assist the process of
actually committing the Business Plan to paper. Even if you are
relying on a Business Adviser, the Prompts will prepare you for your
Business Planning meeting. They are in the main document
presented in a question format, with the aim of stimulating the
thought process and building on the key areas set out in the
Business Planning Guide.

Again, remember that a business plan is a document that sets out
ideas, preparations made, your objectives and how you intend to
achieve them. It is essentially your working document. It is also your
selling document to attract investors or lenders. It must portray
confidence both in yourself and in potential investors or lenders. It is
paramount that you read the accompanying Business Planning
Guide, which is more explanatory than the Prompits.

For further advice and support, please contact:

GLE oneLondon — Business Advice Service South Central
Unit 4, Hermes House

Arodene Road

London

SW2 2JG

Tel: 020 8678 5450

GLE oneLondon — Business Advice Service Wandsworth
1 B(c) First Floor

Yukon Road

Balham

London

SW12 9Pz

Tel: 020 8772 0500
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INTRODUCTION

To help you consider what should be included in each of the sections, below are
a few (not exhaustive) prompts. These are put in question format so that by
answering them, and gathering the required factual or qualitative information,
you have in effect have got the essentials for your business plan. If diligently
done, the information will only need organising in order to produce a Business
Plan.

1. EXECUTIVE SUMMARY

This should be a summary, as the title implies. It is a crucial section though,
as intermediaries (e.g. Banks) have been known not to read the whole plan if
the Executive Summary is not adequately written. This should be easy to do
as this section is written only after the main body and the appendices of the
Business Plan are completed. The following represent the questions this
section should address as a minimum:

What is your business idea/concept?

What are the products/services your concept is describing?

What are your business objectives and how are you going to achieve them?
Where will the business be located?

How many employees will you have in the first, second and third years?
How many sales do you anticipate in the first year, and what level of
investment will this require?

How much do you need to borrow, and what is the purpose of the loan?
How much of your own funds are you committing?

1.1  Financial Summary
These are key financial highlights which are already there in the forecast,

but here are selectively isolated to reflect the key trends. Sharp
commentary should be given on any oddities that are thrown up.

The projections should span, say, a forecast 2- 3 year period, and should
cover:

Annual Sales

Annual Cost of Sales

Annual Gross Profit

Total Overheads

Gross Margins

Break-even Sales (See Section 9.4)

Refer to the Business Planning Guide for an example



2 Background/Business History

2.1 Personal History

Basically, this is your qualifications, training and experience to date. You should
cover the following:
Relevant professional and academic qualifications.
Relevant Training Courses attended.
Relevant experience, especially skills applicable to the venture you are going
into.

Your full CV ( and those of other directors/partners, if any) should be in the
appendices.

2.2 Business History

You need to cover in brief:
- The proposed business idea
What is unique about your idea
Why you have chosen the idea
What is needed to succeed - link it to the knowledge and experience listed
in 2.1 above

2.3 Business Objectives

This is perhaps the most important sub-section. You need to cover the
following:
What your business objective is, for the long term — your vision
What your personal objective is, and does this sit well with your business
objective
What does the business objective translate into in the first year in terms of
the key results that you need to achieve

Ask yourself what key results you need to achieve by the end of the first year, at
the third year, and by the end of the first 5 years. They should all be pointing
towards the long-term objective stated above. In other words, they should all
hang together.

The final test is to ask yourself about your objectives:
% Are they specific?

+«» Are they measurable?

% Are they agreed?



s Are they realistic?
X

» Have they got a deadline?

If the answer is not Yes to these questions you need to rethink your plan.

3 Products/Services

3.1 Description of Products/Services

What products or services will you be offering? List and describe each one in
terms of what it is , what it is used for, whether it is perishable and its
physical characteristics and attributes.

Will you manufacture them, buy them in, or sub-contract to specification?
How much will it cost per unit?

How long does it take to manufacture, or for it to be delivered?

Who are your suppliers, and how will you guarantee quality?

Are there any special packaging/storage requirements? What are they? How
much will they cost?

Are the users different from the buyers? Who are the users? Who are the
buyers?

What products or services compete with your product, and what advantage
does your product have over them?

What products or services does your product complement?

How will you guarantee the quality of your product/service?

Are there any associated storage costs?

How price-sensitive is the product?

3.2 Suppliers/Sub-contractors

Who are the suppliers/sub-contractors?
Why have you chosen them instead of others?

Have you got enough of them lined up, should the lead supplier fail for any
reason?

Are they quality accredited, and how long have they been trading?
Do you have a contract, and has it been checked by a solicitor?
What are the terms of credit/discount/trade?

How far are your suppliers from you, and what bearing, if any, could this
have on your own ability to respond to customers?



4 The Market and Marketing

4.1 The Market

What is the size of the market both in volume and in financial terms?
What is the geographical distribution of the customers?

Have you made a distinction between the people who make the buying
decision and the end user?

What element of the market have you identified?

How does your product meet the needs of this market in a way that has not
previously been met

Are there enough potential customers on which to build a viable business,
even if only a fraction of them buy from you?

Is the market growing, in a steady state, or declining?

Is the market seasonal? If so, when are the peaks and troughs?

Obtain as much information about the market as possible as it is extremely
important to demonstrate that you understand your market very well.

4.2 Market Research

While 4.1 is about description, this section is about investigating the market. You
need to adopt various methods for unearthing the pieces of information you
need about the market. You need to use all or some of the following:

+« Desk research, by using the library. See the telephone number of the 2 key
Business Reference Libraries in London.

+ Questionnaires to seek the required information. This can be posted or
telephone canvassed.

% Field research, i.e. going to the centre of action to interview customers or to

observe their buying habits?

Your objective is to discover the unique characteristics of the market you are
targeting. As a result of your research, you may redefine or change your initial
assumptions. You may need to develop a questionnaire to build in the questions
you need answered.

You need to ask yourself for instance:

Where do these target customers live?

Where do they work?

What newspapers do they read?

What are their eating habits?

Are they professionals or are they manual workers?

Is it possible to segment the market in any way, say age, sex, geographical
location, etc?

Do you have any customers already committed to buy from you?



It really depends on what your products or services are and who your target
customers are — a lot of the questions you need to ask will flow from these.

4.3 Marketing Strategy

Having identified the market, researched it, you now need to say how you plan
to reach the customers. In particular, you need to answer the following
guestions.

How will you attract customers?

How will you retain the customers you attract?

How will you get more from existing customers?

Who sells products complementary to yours and how will you deal with
them. For instance, will you turn them into ‘partners’ or are you planning to
sell those complementary products yourself?

Which of the categories of potential customers are most promising?

What image do you want to present, and how will you build it into every
communication point?

Have you sourced your distribution channels?

Do you know what you can do better than your competitors? How will you
exploit this? (Come back to this after 4.5).

What is your pricing strategy?

How will you advertise and promote your products; and how will you
measure the effectiveness of your campaign?

4.4 Competition

You need to identify:

Who you are competing against? Identify the 5 nearest ones to your
business location and the 5 top operators in your market

Who your indirect competitors are, i.e. those who sell substitutes
How competitors set their prices

What medium they use in advertising, and how they advertise

Their financial profiles and market reputation

What they compete on —is it on price, on quality, on service, etc?
Whether their turnover is declining, steady or falling

How they differentiate their products/services

Which distribution channels they use

Their strengths and weaknesses

Who are potential entrants into the market and what effect could they have
on your business in particular, and on the market as a whole



4.5  SWOT Analysis

You need to identify your STRENGTHS, WEAKNESSES, OPPORTUNITIES
and THREATS within the context of the business you are setting up.

You need to carry out the same exercise on the competition as a whole from
your knowledge of the market place. This is crucial as each of the sub-headings
in a SWOT analysis is useful only if it is looked at relative to the competition. In
other words, you compare the two sets of SWOTSs to find the holes that would
represent a threat or a weakness that needs to be addressed or a strength or
opportunity that needs to be exploited.

So,
- Set out your strengths and set out the competitors’ strengths adjacent to
that. You will then see whether you have anything to offer more than the

competition, less to offer compared to the competition, or whether you are at
par.

Repeat the exercise under the three remaining headings

For STRENGTHS and OPORTUNITIES decide on how you will take
advantage of them towards achieving your objectives

For WEAKNESSES and THREATS, decide on how you will address them

Use the insight gleaned to fine-tune your objectives and re-clarify your
strategies.

4.5 Pricing Policy

In setting your price, remember:

- To cover your costs, unless you are operating a deliberate strategy of forcing
your way in by under-cutting the competition. Even if you are, you still need
to state when you will return to profit-loaded pricing.

The invisible cost of downtime when you are quoting in the hope of getting
an order. You are earning nothing during such times; and so you have to
build that into your costing.

To set a profit margin to reflect the risk you have taken and the capital you
have invested

Ascertain that the market will bear the final price you have arrived at by
checking out the competition

State how you will monitor it, and how often it will be reviewed

So, state clearly what price you have decided to charge, and how you arrived at
that price.

In addition, will you offer discounts of any sort? If so, why?



5 Premises

Consider the following:

The goods/services you intend to offer, and what implication it has for the
sort of premises you need

Your target customers, the location of your key suppliers and what allowance
or restrictions it places on where you can site the business

s it possible to start initially from home, and if so what local authority
requirements do you have to satisfy? Does your Building Society or Insurers
place any restriction on the use of your home, and if so what is the cost of
removing those restrictions?

You need to cover the following:

The size and location of the premises and, bearing in mind your anticipated
expansion, how long you intend to stay there

Is it a leasehold or a freehold? Give commercial reasons for the choice you
have made

Explain figures relating to the annual cost of running the premises. Ensure
full inclusion of cost. For instance if it is a full repairing lease, make sure you
have fully quantified the obligations it imposes.

Cost of bringing the premises to a ready state for operations to start ( not
just cost of alterations/repairs - may also include legal costs), and how long
this will take

6 CAPITAL EXPENDITURE

6.1 Equipment

Prepare a checklist of equipment you need to run the business
Isolate what you have not yet got from what you already have

Quantify how much you need to purchase, what you need and the overall
cost of installation

State the economic life-span of key equipment, your suppliers, and
replacement costs bearing in mind planned growth in sales

How much will maintenance cost per annum?

State your policy on Depreciation, and reason for your choice

Consider:

Do you have to produce the goods or services yourself, or can you buy them
in?



Whether to lease or buy the equipment
Whether to buy new or second-hand
Reputation of suppliers, and how long they are likely to continue in business

6.2 Transport

Prepare a checklist of vehicles you need to run the business

Isolate the ones you have not yet got from those you already have

Quantify how much you need to purchase those you have not got, plus other
associated costs such as insurance, road tax, etc.

State the economic life-span of the vehicles, your suppliers, and replacement
costs, bearing in mind planned growth in Sales

How much will it cost you to maintain them per annum?

State your policy on Depreciation, and reason for your choice

Consider:

Do you have to transport the goods or staff providing the services yourself,
or can you buy in sub-contractors?

Whether to lease or buy the vehicles
Whether to the buy the vehicles new or second-hand

Reputation of vehicles and suppliers, and how long the suppliers and
manufacturers are likely to continue in business

7  MANAGEMENT AND ORGANISATION

7.1 Management

Who are the owners of the business, and will they be running it?

What experience do they have, and how will they apply them to this
business?

What training courses have they attended, and how will they apply them to
this business?

What additional training do they require, when will it be provided, how much
will it cost and who will provide it?

Provide two relevant referees for each person

Attach a full Curriculum Vitae for each person in the Appendix

Attach an organisational chart in the Appendix if this will shed further light on
the structure of the organisation



7.2 Staff

If professional managers are to be employed, provide as much of 7.1 above
as possible about them

How many other staff will you have? How many are full-time, and how many
are part-timers?

How much does it cost to recruit them?

State qualifications and experience required, and what is their individual role
is (avoid over-manning)

State pay-rates, and whether they are employed under Pay-As-You-Earn
(PAYE) or as self-employed. (Ask your advisers about who qualify to be
classed as self-employed. The Inland Revenue is becoming very strict about
the definition).

State training policy and training plans for staff

8 LEGAL ASPECTS

Sole Trader/Proprietor, Partnership, and Private Limited Company ( 8.1-8.3)

As per the Business Planning Guide, the three most important forms of business
are 1) Sole-Trader; 2) Partnership; 3) Private Limited Company ( Ltd).

Relating each of those business forms to your chosen business, and under each
business form heading:
State the cost of each business form - both financial and non-financial
State the benefits of each business form - both financial and non-financial
Marry this with the stand-point of the owners of the business
Seek the guidance of your accountant, solicitor and business adviser

Then decide which form to go for.

Attach any partnership agreement or certificate of incorporation in the
Appendices.

8.4  Other Legal Requirements

Contact trade organisations/professional bodies/employer organisations for
the business sector you are entering. They will tell you what other legal
requirements you need to satisfy to enter the industry.

You may need to contact your local authority, government departments, etc.



Seek the assistance of your local Business Link outlet who will be able to
assist you.

Have you informed Inland Revenue Services and the Contributions Agency
that you are starting a business?

Do you need to register for VAT?

Have you taken out the mandatory insurance policies that are required in
your industry?

9 FINANCIAL INFORMATION

9.1 Profit and Loss Forecast

This is about checking out whether the business is, in the final analysis, worth
going into. Your Profit is the excess of your Income or Revenue over your Out-
goings or Expenditure. This is not the same as a Cash Flow Forecast, which is
only concerned with physical movement of cash.

List every item of income or expenditure you anticipate (see the Forecast
spreadsheets below)

Estimate the monthly amount of income you anticipate under those
headings, and the monthly amount of expenditures under the expenditure
category

Now put the figures in the appropriate cell in the Profit & Loss Forecast
Only insert figures in the blank cells. Where there are ‘0’s, they are self-
calculating so do not put in anything.

Remember that you are interested in the amount expended in producing
the goods or services, whether paid for or yet unpaid for

Also, remember that you must cover all overheads or indirect expenditure,
e.g. premises costs

Insert additional lines of income or expenditure where required, and delete
those not appropriate

Seek the assistance of your local Business Link outlet or your Accountant for
further clarification.

9.2 Cash Flow Forecast

Unlike the Profit & Loss Account Forecast, the Cash Flow Forecast is about the
anticipated physical movement of cash from or to your bank account. So it is
not when the goods are received but when they are paid for that matters. In the



same vein, it is not when the goods are sold/service provided that matters, but
when payments are received.

List every item of Receipt or Payment you anticipate

Estimate the monthly amount you anticipate receiving under those headings,
and the monthly expenditure under the relevant expenditure category

Now put the figures in the appropriate cell in the Cash Flow Forecast
Remember to insert the physical cash you are investing in the appropriate
box at the bottom of the spreadsheet

Again, only insert figures in the blank cells. Where there are ‘0’s, they are
self-calculating so do not put in anything.

Remember that we are interested only in payments made or money received
Also remember that you must cover all overheads, or indirect expenditure,
e.g. premises costs

Insert additional lines of payment and receipt where required, and delete
those not appropriate

Seek the assistance of your local Business Link outlet or your Accountant for
further clarification.

9.3 Forecast Assumptions including Sales Forecast

Again list every item of income and expenditure

Isolate the ones that are factual, ie. you know for certain that these will be
their values. (For example Rates and Insurance)

For every other ones, you would have made assumptions in arriving at the
figures you have used. Now state these assumptions one by one. For
example Sales may have been forecast on the basis of the Market Research,
which suggests the sort of prices customers are prepared to pay, and the
high and low seasons.

Follow similar steps to the above on the cash flow side

Remember that the assumptions on which you base the forecast can either
float or sink the business. So the reviewer of the Business Plan, whoever
they are, will be passing your assumptions through a ‘reasonableness test’
so avoid wild assumptions.

9.4 Break-even Analysis/Calculations

Follow the method of calculation in the Business Planning Guide for Break-
even Analysis

Further calculate the Break-even figure under two scenarios. First if Gross
Margin is 5% above and second if Gross Margin is 5% below the above
Break-even figure



Further calculate the Break-even figure based on a 5% increase in
Overheads, and again on the basis of a 5% decrease in Overheads
State when you will break even under the above scenarios, and what
additional effects those changes will have on business performance

9.5 Survival Budget
Follow the following process:

Quantify how much you need to survive normally on a monthly basis. Make a
full list seeking assistance from close friends, relatives or spouse to ensure
you have not left anything out.

Decide on how much, if anything, you can afford to take from the business
as drawings on a monthly basis (you would have reflected this in your
forecasts above)

The difference between the above two points represents the shortfall. You
need to explain in a verifiable manner how you will make up the difference.
Just as it is crucial that you prepare a Business Plan, so is it crucial for you to
prepare a Personal Financial Plan to anticipate any shortfall in monthly
personal income. This offers you the opportunity of reflecting on how the gap
will be filled.

9.6 Management Information Systems

This is about monitoring so that you are in control all the time. You need to set
up a recording system that allows you to compare on a regular basis what you
predict will happen in the business plan and what actually happens.

Maintain a book-keeping system that allows you to extract information you
can use to update your Forecasts with actual figures. See the cash-flow and
profit and loss forecasts in the above section.

Discuss with your accountant suitable accounting software which will
produce the information you require — as above, in addition to the mundane
book-keeping tasks

With the assistance of your Business Link Business Adviser decide on
suitable business ratios to enable you gain further insights

This is a vital aspect of running your business, so treat it as absolutely key to
your future survival and growth.



10 RISK ASSESSMENT

This follows on from the sensitivity analysis we started under the Break-even
Analysis. Look back at the Business Planning Guide again.

In addition to the questions there, look at every expenditure and income line
again, and ask what will be the implication of the assumptions not
materialising

Do not constrain yourself to the negatives. What happens for instance if

Orders are 50% up? Quite a few businesses run out of steam because they
have bitten more than they can chew

11 SUPPLEMENT - PURCHASE OF EXISTING BUSINESS

Taking over an existing business raises a number of different questions. Here
are some of the issues you will need to consider.

What are you paying for the business?

What does this price include?

What does this price exclude?

Why do the present owners want to sell?

Are there staff you would like to continue to employ?
What experience do they have?

What specialist skills/qualifications do they have?

What did the previous owner charge?

How did these charges differ from those of competitors?
What credit terms did the business get from suppliers?
What credit terms did it give to its customers?

What was the gross profit (i.e. before tax) margin?



How are you going to make the business do better?
What kind of premises are used now?
Can you move in right away?
What will it cost you to refurbish the premises?
What insurance do you have on the premises?
When are you moving in?
What equipment do they have already?
Can you use it?
What are you paying for it?
When do you expect that it will need replacing?
Is replacement essential?
What will it cost to replace?
Do you need any new equipment in order to improve efficiency?
If yes, what is it and what will it cost?
Finally take a step back and consider:
What obligations are you assuming?
Will you require assurance or indemnities from the seller?

The list is by no means exhaustive. You will need to talk to your solicitor
and accountant.

12 APPENDICES

Include under the appendices every useful additional piece of information not in
the body of the Business Plan.

Copies of the report referred to in the Business Plan



Organisational Chart, if not in the main body

CV’s of Owners/Directors, and key members of staff

Certificate of Incorporation of the Company, if applicable

Partnership Agreement, if applicable

Forward Contracts/Advance Order Agreements

Personal Survival Budget

Week Month
Rent/Mortgage
Council Tax
Water Rates
Gas/Electricity
Telephone
Insurance
Life Assurance
Housekeeping
Clothing
Travel
Holidays
Membership Subsciptions
Magazine Subscriptions
TV/Other Licence Fees
TV/Other Rental Fees
Newpapers
Car Expenses inc Tax/MOT/Petrol
Child Care
Children's Pocket Money
Presents
HP Repayments
Credit Card Repayments
National Insurance class 2
Contingencies
Fun
Other

Quarter

Year

Annual Total





