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Preface to Business Plan

A water system is a business. It produces a product, collects revenues, and has employees just like any other business. Therefore, the small water system should be operated like any other business. Successful businesses are well organized. They know their market inside and out, they know the strengths and weaknesses of their own organization, and they implement plans for improvement on a regular basis. 

The future is everything in the business world. When an investor purchases a share of stock, the value of the investment is based on the future prospects of the business. Investors want to make sure their money will be safe. The future value of a water system to a community should be regarded in the same manner. Owners and customers of water systems may face the prospect of making substantial investments in the future, and should seek to assure themselves that the plan for operating this business is the best that it can be.

Many water systems were formed at a time when the costs of providing water service were low and sources of change were few. Without significant costs or other pressures, there was little incentive to focus on the business aspects of the operation. However, customer expectations and regulatory criteria have significantly increased the level of responsibility and preparedness required of water systems. In the coming years, the demands on small water systems are going to increase. It is important to be prepared.  

What is a business plan? A business plan is, in a nutshell, a blueprint of your business. The business plan outlines the what, why, when, who and how of your business over a set period of time (usually 3 to 5 years.) The business plan is like the road your business travels upon – it’s there to make sure you reach your destination in the smoothest, most efficient way possible. A business plan presents a two-sided analysis. It consists of a plan for spending money to produce a product or service; and a plan for recovering sufficient revenues from sales to pay for periodic capital investments and routine operating expenditures. The “bottom line” question is a fundamental budget question -- whether the “inflows” can be assured to match the “outgoes,” given the challenges of the future.

A business plan can offer you the following benefits:

· It will force you to think about your business, down to the last detail. You will research your market, recognize your opportunities and risks, and create a plan to optimize your performance.

· It will identify the monetary needs of your business; how much does it cost to run your business, how much revenue can you expect to bring in, and what is the difference in cost.

· It will explain you goals and strategies clearly and concisely to new board members, employees, or potential investors.

· It will provide a benchmark against which to compare the progress and performance of your business. 

In the business world, past performance is no guarantee of future success. It is impossible to tell a viable water system from a nonviable one on the basis of how the system appears today or how it performed last year. Because of the changing business environment, the only way to tell if a water system is truly viable is to examine its plan for the future. 

	
Your business plan is divided into the following sections:

 Describe briefly the purpose and the main business elements of the subject water system For ideas, download the example business plan from www.bdc.ca.

Help is available by clicking on a [image: image1.png]
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Ownership and Direction

History of Utility

Introduction


The Business Plan is an important document that can guide the planning and operation of your water works in the future. It is a living document and should be updated at regular intervals. All members of your Board of Directors or Trustees, if you have one, should have a copy of the Business Plan and be familiar with its contents. An orientation session for new Board members should include a review of the current edition of the Business plan. The fact that you have a current business plan in place may provide you with increased credibility in the eyes of customers, regulators, investors and suppliers. 

 
Some of your customers may regard you as the provider of a public service rather than as a business. You can continue to operate in a way which reflects your dedication to the provision of a public service; however at the same time you can operate within a business framework which helps you to work effectively and to reinforce the true value of the service you provide to customers. As your customers learn more about your operation, they are likely to place increased value on a secure and safe water supply, and be willing to pay an appropriate price for the service you provide. 

The first section of the business plan is intended to give your readers an overview of your business, and the way it currently operates. This introduction will set the foundation for the remainder of the business plan, where you outline your plans for the future.  
 
You may choose to include text from the template in the Introduction section of your plan. In this section also you may wish to include several sentences or paragraphs which describe unique characteristics of your water system, for example your location, ownership model, or history. 
 
Business Concept

A business concept is a summary of the way your business is operated.  

Describe briefly the purpose and the main business elements of your water system. 

Briefly outline the following: 

· sources of revenues, 

· the periodic capital expenditures required, and 

· the elements of routine operating expenditures. 

Note that the water system plans to operate in a way that supports the concept of a triple bottom line: a bottom line that provides information on the financial, social and environmental consequences of operation. 

Plan Purpose, Objectives & Benefits


The purpose, objectives & benefits will outline, in one or two paragraphs, what you hope to achieve with this business plan. Some example objectives might look like this:

· Encourage clear thinking. The business plan requires objectives, approach, resources and many other issues to be presented clearly.
· Communicate broad concept. The Business Plan is partly a communications tool. It is used to communicate important elements of the business to customers and owners, to staff and to other individuals with some significant interest in the business.

· Inform and encourage investors. The business plan presents the information that investors require to make decision about investment in the business. It indicates the expected rate of return on investment and the risks and assumptions that go into development of the financial forecasts.

· Aid participation by staff and supporters. The business plan is typically prepared as a team effort. This can involve existing staff and other supporters of the enterprise. 

Many people who read your business plan will not be familiar with the business planning process, and may otherwise wonder why you would prepare this document. The process of preparing the business plan is in itself a beneficial exercise that may lead to enhanced communication, financial improvements and greater security of supply.

Ownership and Direction

The Ownership and Direction section will introduce the key players of your water system to the reader. 

Describe the nature of the water supply undertaking. For example; is it a small municipality, Improvement district, private water utility, part of a First Nation reserve etc.
Provide brief details covering the founding of the business organization. For example; if an incorporated company, when were you incorporated and what is the nature of the shareholding. Describe the current ownership. For example; is the undertaking owned by the customers, by an individual, or by a group of shareholders or other public of private sector organization. 

Describe the governance of the water works system. Is there a Board of Directors or trustees, with responsibility for overseeing and directing the affairs of the water works? Describe the composition and mandate of the Board; include a copy of the constitution as an appendix.

History of the Utility

Provide a brief history of the utility. Describe the origins of the water supply system. If possible include, as an appendix, documents illustrating the nature of the organization, and important milestones in the growth of the undertaking. Refer to plans and other documents which illustrate the growth of the physical supply system.  

Water Industry

Water Suppliers in BC

Regulatory Context

One of the key features of a Business Plan is the Industry Analysis. The Industry Analysis serves as a starting point for your future sales and marketing goals. The more you understand your industry – the trends, the projections, and the drawbacks – the more useful this business plan will be in helping you achieve your goals. 

Water Industry

This section will outline the basic information about the water industry. 

You should provide answers to the following types of questions:

· Discuss the characteristics of the water industry such as growth trends, units sold, or employment. 

· What factors are influencing growth or decline in the water industry? 

· What have been the trends in previous years? 

· What trends are expected in the coming years? (include supporting research) 

· What government regulations affect the water industry and small water suppliers? 
Water Suppliers in BC


Water suppliers in BC vary widely in size and sophistication. This section may comment on trends and issues specific to BC, such as rates, regulations, and size of water systems across the province. Be sure to note where your water system fits in the provincial scheme, and how your water system compares to other water systems in the province. This will help you identify the strengths and weaknesses of your operation.  
 
Regulatory Context


This section should describe briefly the legislation, regulations and guidelines that apply to water works systems in BC. It should also refer to any important regulations, codes or guidelines at the regional or local level that influence the planning and operation of your water works system.

Vision and Mission

Objectives

The strategic planning process does not have to be lengthy and complex. It typically can be completed, with experienced facilitation and the right preparation, during a half-day workshop. The workshop should involve key players; members of he board of trustees, senior management, representatives of customers, and possibly people from regulatory agencies and partner organizations. 

The vision and mission of a typical small water works system may appear self-evident, and some may dismiss the need to organize a gathering to create a vision and mission statement. Experience in many organizations suggests, however, that the process of bringing together key participants for this purpose provides a range of important benefits. It clarifies the purpose of the organization, gives a common understanding of the organizational form; it provides a forum in which misunderstanding s can be corrected and views expressed. It is a collaborative process, which creates a sense of synergy and team work, and gives all those involved a sense of “ownership” of the end results and a feeling of shared responsibility for the effective operation of the organization. 

Vision Statement 

A vision statement is an expression of the way things should be at some defined point in the future.  For example, a water works may prepare a vision statement which starts: “We see the XYZ water works in ten years as having ….. and providing …..” It is an expression of the desired form and function of the organization, and may briefly refer to key issues such as  customer service, financial viability, and  protection of health.

Mission Statement

The mission statement is usually developed after articulation of the vision. It is a statement of how the water works will move towards attainment of the vision. A typical mission statement may start: “The mission of the XYZ water works is to provide safe and reliable water to our customers and to …”

Major Objectives

The major objectives are consistent with the mission statement. They assist progress towards attainment of the vision. The major objectives are more focused on specific aspects of the organization. They may often be expressed in specific quantifiable terms. Objectives can be phrased in a way that makes it clear as to whether or not the objective has been obtained. For example: The XYZ water works will complete construction of a new storage reservoir of capacity 500 cubic meters by November 2005. 

In general the major objectives should be established so that each of the key results areas of the water works operation are covered by at least one of the objectives.  The key results areas may be defined by reference to the QualServe program, sponsored in part by AWWA.  The objectives may be expressed in terms of the QualServe indicators. For example, a major objective may be stated as: 

“We will achieve an indicator value for “Investment in Employee Training” of at least 5% before the end of 2006”. 

See Appendix 4 for more information on QualServe.

  
Ownership

Management Structure

Administrative Systems

Staffing Requirements and Duties

Identification of Outside Services

Risk Management and Insurance

The way your water works system is managed will have a major influence on the effectiveness of the operation and the level of customer satisfaction. The management of any organization is a key issue. Investors in the private sector regard management capability as one of the key elements influencing business success. 
 
Your human resources are the most important element of your organization. The section of the plan covering management and human resources for a water system typically includes description of the ownership organization, a description of the management structure; an organizational chart; staffing requirements and duties; and identification of major outside services. The appendices to the plan should include copies of any service agreements and a copy of your human resources policy or guidelines. 
 
Ownership
 
In this section you should provide a summary of the ownership structure that applies to your water works system.  
Management Structure


Describe your management structure. This can be in the form of a paragraph or two of text. You may also want to include an organization chart, showing key positions.  

Administrative Systems

Describe the main administrative system in place, including a brief description of functions such as customer billing, accounts receivable and payable, response to customer enquiries, payroll and regulatory response.

.
Staffing Requirements and Duties

Identify and list all job duties necessary to operate and manage the water system (e.g., operate water treatment equipment, meter reading, receptionist, billing, manager, operate heavy equipment, meter installation, meter testing, water line repair, manage spare parts inventory and supplies, etc.) identified in the organizational chart. 

A position description outlines the purpose of the position, job duties and minimum qualifications for a person hired to fill the position. If a job duty is to operate water treatment equipment, the position description must require that the employee have the appropriate level of operator certification.

Evaluate the adequacy of staffing. Is at least one person identified for each of the job duties? When evaluating the adequacy of staffing, management must consider days off, vacation time, sick leave, and the time it takes to perform the job duties. Is someone always available to perform critical job duties? For example, certain systems may require that all groundwater and distribution treatment facilities be monitored by an operator of the appropriate grade. Such monitoring may be accomplished through site visits and/or remote monitoring equipment approved by the department. If an operator is responsible for other water systems, how long does it take him/her at each facility and how long does it take to travel to each facility? 

Identification of Outside Services

Problems such as line breaks and pump failures occur from time to time. Does the system have the equipment and personnel to make such repairs? If so, list the equipment and personnel available. If not, provide the name, telephone number and emergency number of a plumbing contractor(s) and well driller(s) who could be called to make repairs to the water system in a timely manner.

List any other outside services and provide a copy of any service agreements. For example, the owner of a water system may enter into a contractual agreement with a certified operator, a certified laboratory or management firm. In the case of a system connecting to an existing water system, the owner of the new system may wish to contract with the existing utility to handle both the meter reading and billing functions.

Risk Management and Insurance

Risk management includes in part the identification of risks and threats to a system, and the rating of those threats in terms of their severity and probability of occurrence. Risks and threats can then be managed through various strategies, some of which involve the management and operation of the system, some of which involve use of a third party insurer, or self-insurance. 

The Insurance Bureau of Canada (IBC) is a source of information on insurance coverage for the water industry. IBC represents 90% of the insurance brokers in BC.  IBC steps in where insurance coverage for particular sectors for some reason may be challenging, for example cost may be prohibitive.  IBC has provided assistance with assessing risks and negotiating coverage and rates.  In many cases education of insurance providers and brokers as to issues and true risks will help solve problems.  

Each insurance provider issuing coverage to the water industry has its own underwriting requirements and level of comfort with risk.  Risk management and liability is an increasing concern for small water systems. Important topics to be addressed  include an appropriate coverage limit for purveyors. This has risen from $1 million to $5 million over recent decades; decisions concerning appropriate levels continue to be somewhat arbitrary.
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Five-Year Plan

Balance Sheet
Five-Year Plan

Your five-year plan will include revenue, operating expense, reserve, and capital improvement information. The plan should include a revenue and expenditure analysis that compares all anticipated water system revenues with planned expenditures; an identification of reserve accounts for emergency funding and equipment replacement needs; and when applicable, a capital improvement plan that identifies future projects, and their estimated costs. 

Any system that can show that they have anticipated all their needs and that they are prepared to charge a rate sufficient to meet the annual revenue requirement implied by those needs, is a system that can obtain capital financing and can pay its bills -- it is financially viable. 

The following questions illustrate some features of “good” financial planning and management to serve as points of comparison for self-assessment. Although every system cannot achieve perfection, the more “yes” answers you have, the better it is. Use the budgeting worksheets under Part C to assess projected costs, financing, and revenue requirements. 

Are current financial planning mechanisms adequate? 


Yes □

No □
Do you have an annual budget? 





Yes □

No □
Does your budget process provide for depreciation of the existing plant or funding reserves? 

 









Yes □

No □
Do you regularly review your water rates? 




Yes □

No □ 

Do you have a capital budget or capital improvement plan that projects future capital investment needs (at least five years) into the future? 




Yes □

No □
Do you have a planning process for capital projects?


Yes □

No □
Does your planning process account for all the potential capital needs suggested by all of the preceding questions in this manual? 




Yes □

No □
Does your long-term planning incorporate analysis of different methods that might offer cost savings to customers, such as consolidation with other nearby systems or sharing operations and management expenses with other nearby systems? 




Yes □

No □
Are current financial management mechanisms adequate? 

Yes □

No □
Does your water system presently operate on a break-even basis? 
Yes □

No □ 

Does it generate surplus revenue? 





Yes □

No □ 

Does it operate at a loss?  






Yes □

No □
Does the water system keep all the water revenues (i.e., water revenue does not support other municipal departments or unrelated activities)? 



Yes □

No □
Do you employ standardized accounting and tracking systems?

Yes □

No □
Do you track budget performance? 





Yes □

No □
Do you have procedures for billing and collection?  


Yes □

No □
Do you keep records to substantiate depreciation of fixed assets and accounting for reserve funds? 

Yes □

No □
Are financial management record keeping systems organized? 

Yes □

No □
Are controls exercised over expenditures?  



Yes □

No □
Are controls exercised to keep from exceeding your budget? 

Yes □

No □
Are there purchasing procedures? 





Yes □

No □
Are there procedures for selection of outside contractors and suppliers? 
Yes □

No □
Balance Sheet

The Balance Sheet is the last of the financial statements that you need to include in the Financial Plan section of the business plan. The Balance Sheet presents a picture of your business' net worth at a particular point in time. It summarizes all the financial data about your business, breaking that data into 3 categories; assets, liabilities, and equity.

All accounts in your General Ledger are categorized as an asset, a liability or equity. The relationship between them is expressed in this equation: Assets = Liabilities + Equity.

For the purposes of your business plan, you'll be creating a pro forma Balance Sheet intended to summarize the information in the Income Statement and Cash Flow Projections. Normally a business prepares a Balance Sheet once a year.

Physical Infrastructure

Asset Management

Operator Certification 
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Emergency Response 

Physical Infrastructure 

<<To Follow>>

Asset Management

Asset management is a planning process that ensures you get the most value from each of your assets and have the financial resources to rehabilitate and replace them when necessary.  Asset management also includes developing a plan to reduce costs while increasing the efficiency and the reliability of your assets.

Operator Certification

The criteria for Small System classification and operator certification follow the guidelines as identified with the Association of Boards of Certification:

i) the facility/system serves a maximum population of 500 people or per capita equivalents the treatment component of the facility/system is classified as a Class I or Class II facility

ii) the operator has at least 6 calendar months (minimum 50 hours) of hands-on operating experience operating the facility/system or one equivalent to it or higher

iii) the operator must have a grade 10 education and have completed appropriate training for which a minimum of 1.5 continuing education units have been awarded.  If not able to meet the education requirement, experience may be exchange for the education on a year for year basis.

MORE

Requirements in province and locations that deliver certification

Different levels of water systems and requirements for each

Monitoring and Testing
<<To Follow>>
Emergency Response

The Safe Drinking Water Regulation of the Health Act requires all purveyors of small water systems to have an emergency response plan they can refer to in case of an emergency which might present a threat to the health of people drawing their water from that system.  As a purveyor of such a system, you need an ERP to ensure the safety of everyone using water from your system, in case of any kind of emergency, as well as to meet regulatory requirements.  Your ability to respond rapidly – and correctly – in the event of an emergency will help prevent unnecessary problems and help protect your consumers.  It may also save you money by preventing further complications.  (Excerpt from Ministry of Health and Ministry Responsible for Seniors 1994)

Emergency Response Plans typically consist of a list of contacts, a list of potential emergency situations and the actions required to address each situation (including communication of the state of the emergency to appropriate individuals/organizations and, if necessary, to the public)

Refer to the BC ERP.
INCOME STATEMENT

Financial statement showing revenues, expenses and net income of a business over an accounting period. 

INCORPORATION 

Legal process of bringing a company into existence by filing appropriate documentation with federal or provincial legislation. 

INTANGIBLE ASSETS 

Assets that cannot be touched, weighed or measured. They cannot be used for payments of debts and include goodwill (probability that a regular customer will remain so), patent, trademark, incorporations costs. They may produce income and can be sold, that is why they are listed under assets. 

INTEREST COVERAGE RATIO

Financial ratio defined as Income before interest and taxes divided by Interest expense. It reflects the number of times business income cover interest expenses and represents a safety margin for the business. 

INVENTORY 

Dollar value (cost or market, whichever is lower) of all stock of physical items that a business uses in its production process or has for sale. 

INVENTORY TURNOVER

Financial ratio that measures the number of times inventory has been sold in a given year. If it is low, it means that products are not selling well. 

LABOUR EXPENSES

Total direct cost to the business for its employees during an accounting period. Includes actual wages paid and cost of all fringe benefits, unless listed separately. 

LEASE

Legal contract covering the use of property drawn up between an owner (lessor) and a tenant (lessee) for a stated amount of money (rent) and for a specified length of time. 

LEASEHOLD IMPROVEMENTS 

Renovations and other improvements done to the leased property at the expense of the lessee. 

LIABILITIES

Amounts owed by the business to its creditors, not necessarily to be paid immediately. An obligation to remit money or services at a future date, ex. accounts payable, loans. 

LINE OF CREDIT

Agreement between a lender and a borrower under which the latter can borrow continuously up to a fixed maximum amount. 

LONG-TERM LIABILITIES

Outstanding term loans less the current portion (see definition of Current Liabilities) that are not due within the next 12 months. 

MARKET

A group of consumers that can be described in a specific way (e.g., men aged 25 to 35 with an annual income of over $40,000 and living in the Toronto area.)

MARKET SEGMENT

Part of a market (e.g., men aged 25 to 35 with an annual income of over $40,000 who live in the Toronto area and are interested in the arts)
NET PROFIT

Excess of all revenues over all expenses during the same accounting period.

NET PROFIT MARGIN

Net profit divided by sales; expressed as a percentage.

NICHE

Part of a market segment (e.g., men aged 25 to 35 with an annual income of over $40,000 who live in the Toronto area and are interested in performance arts)
OPENING INVENTORY

Value of total inventory or number of units a business has on hand at the opening of the accounting period. 

OPERATING FORECAST

Anticipated earnings of a business determined by estimating sales and subtracting expected expenses. 

OPERATING INCOME (OR PROFIT)

Excess of revenue of a business over its expenses, excluding income derived from sources other than its regular activities, i.e. extraordinary income and expenses, income taxes, dividends, bonuses, withdrawals by owners. 

OVERHEAD

Costs not directly attributable to the production of a good, ex. salary of factory manager, property taxes. 
 PARTNERSHIP

Form of business ownership in which two or more individuals (or companies) provide the equity capital for a business enterprise. Partners share in the profits as well as the losses of the business. 

PREPAID EXPENSES 

Expenses paid in advance during an accounting period (ex. a two-year insurance premium), part of which will be "used up" in the upcoming accounting period. The unused portion of the expense is considered a current asset and recorded as such on the Balance Sheet. 

PROFIT 

Total revenue less total expenses for an accounting period calculated in accordance with generally accepted accounting principles. 
RATIO ANALYSIS

Analysis that compares financial ratios of a business from one year to another to determine the change in performance over time; it also compares financial ratios of a business to that of other similar businesses or to that of its industry to determine its performance in relation to others. 

RETAINED EARNINGS

Profits not spent or distributed among owners of a business but reinvested in it.

RETURN ON ASSETS

Financial ratio that indicates how efficiently the business has used its available resources to generate income. 

RETURN ON INVESTMENT

Financial ratio that measures the profitability of the business for its shareholders. 

REVENUE

Gross proceeds received by a business from the sale of goods or services during an accounting period. It also includes gains from the sale or exchange of assets, interest and dividends earned on investments and other increases in owner's equity. 
SALES 

Total value of goods sold or revenue from services rendered. Returns and discounts must be shown as a  reduction from total sales. 

SELLING EXPENSES 

Operating costs directly related to the selling of a product or service (selling salaries, commission, advertising, etc). 

SHAREHOLDERS EQUITY 

Net assets (i.e., minus liabilities) that belong to owners of the business. 

SOLE PROPRIETORSHIP

Form of business owned and operated by one individual who is responsible for the debts and obligations of the business. 

STATEMENT OF CHANGES IN FINANCIAL POSITION

Financial statement showing the fluctuation of capital of a business over an accounting period. 
TERM LOAN 

Loan having a fixed term of repayment greater the one year, and a monthly or seasonal principal reduction schedule. 

TOTAL DEBT-TO-EQUITY RATIO

Financial ratio that measures the solvency for the business: if this ratio is high, the business is at higher risk of not meeting its obligations should a drop in sales occur. 
VARIABLE COSTS

Expenses that vary directly with changes in the volume of sales or production, e.g. raw material costs and sales commissions. 
WORKING CAPITAL

Financial ratio that measures the amount of cash a business has to develop itself as opposed to the capital it has invested in fixed assets. A high ratio means the business can convert some assets into cash or obtain cash readily to meet its current obligations and represents a safety cushion for creditors. 

SECTION 1: BUSINESS OVERVIEW 

Briefly describe the nature of your operations and the major factors that affect your business and your industry. What does your business produce and sell? How does it do it? Does it operate in a single location or many? What percentage of sales goes to export markets? 

The sources of information you might consider to complete this section are: 

· Newspapers and trade journals; 

· Existing market and industrial studies and data from Statistics Canada; 

· Interviews with businesses already involved in the industry (distributors, suppliers);

· Discussions with present and potential clients.

· Colleagues and experts in your industry to test your assumptions.

For startups 
It is important to demonstrate your knowledge of the industry and your specific niche, and that you are aware of any difficulties of entering this field. How strong are the existing major players? Are you dependent on your suppliers or distributors? Explain why your clients will deal with you in particular (your niche), and to what extent.
Major demographic, economic, social and cultural factors

Place your business' operations and products/services in a global context. Show how your business will succeed based on demographic changes. What is the impact of dual income families or an aging population on your activities, for example? These trends will influence your company’s performance in the long term. Be sure to quote significant newspaper or magazine articles,or social and demographic studies.

Major players (suppliers, distributors, clients)

Who controls the market? Are there major suppliers or distributors with whom you must do business? Are there clients who control the market due to the size of their orders? Who drives the prices up or down? This section will allow you to show the level of control you have in your market and your costs. A discussion with people involved in your field (distributors, suppliers, competitors or clients) can help you measure the influence your business can have in your market.

Nature of the industry

Describe the industry in which your business operates: size, potential and growth, concentration (few large firms, many small players), industry lifecycle (introduction, growth, maturity, decline ), long-term potential development.  

Trends in the industry

Identify major trends (economic, social, technological, environmental, geographical factors) affecting your industry and your business, both past and future. How does your business and its products/services fit in those trends? How can they be adapted? As well, evaluate the opportunities and threats to your venture. (growth rate, future possibilities, export markets, foreign competition).

Government or other regulations

To what extent is your industry regulated? How does this affect your business? Consider laws, bylaws and regulations, environmental concerns, tax breaks for new enterprises, tax shelters for certain types of investments, and so on. The various levels of government can provide all the necessary documentation, and you may want to consult business owners already involved in the community, your Chamber of Commerce or Board of trade or, in specialized cases, a lawyer. 

SECTION 2: MARKET

In this section, give specific information about your market or region. Is your region or market different from the industry norm? Do you have a niche market? Does your region present specific challenges or opportunities? 

Market segment

Describe your specific market within your industry: size, region, potential, growth rate, profile (buying behavior, demographics, etc.). If appropriate, mention the evolution of your business: will you serve only one market or target many different ones? Do you plan to enter different markets or serve different segments over time? Are you planning to export?

Products and services

Use your knowledge of your industry, together with research (trade magazines, trade shows, competitors' websites, promotional literature, service centres or 1-800 lines, etc.) to identify existing products/services that satisfy the same needs (directly or indirectly). Describe how the characteristics, the positioning and the distinctive factors of your products/services will guarantee your success.

Questions to ask yourself:

How do your products/services compare? Can you improve on what the competitors offer? Is there a way you can differentiate your products/services from those is on the market? Can they hold a distinctive positioning in the customers' mind?

Pricing and distribution

Describe your main pricing strategy (higher, lower or equal to industry players) and distribution strategy (networks, discounts to intermediaries, etc).

Questions to ask yourself:
How will your customers find your products/services? How much will they cost? It is useful to start by identifying the pricing and distribution strategies of your competitors and major players using trade magazines, trade shows, promotional literature, visits to wholesalers or retailers, discussions with suppliers, and so on. Compare your products/services: are they high, medium or low priced? Do major players sell directly to customers, through wholesalers or do they use a network of retailers? Are wholesalers covering your entire region?

Implications or risk factors

In this section, you briefly identify the strengths and weakness and opportunities and threats (SWOT) inherent to your market, and show how your business will respond and what resources will help it succeed. 

Market trends

Is your chosen market prone to changes? This is different from your industry – for example, the demand for the cleaning products you sell may remain high, but if people will be buying them more from superstores and fewer from your current distributor, you will want to note that fact.

Planned response

Determine your major product and market strategies in terms of products/services, pricing, distribution and communications (advertising, promotion, direct marketing, etc.), and assess your business' future performance in the market (potential market share, sales targets, etc). If appropriate, define the role of your employees, your operations and production policies, technology and R&D, etc.

Do not forget that these represent overall corporate strategies.

COMPETITION

In this section, you identify and analyze major competitors (direct and indirect) for each product/service your business offers. Determine their strengths and weaknesses (market position, image, size, quality, strategies) and identify your competitive advantages, i.e. the reasons for which a customer buys or will switch to your product/service.

Competitors and type of competition

Identify your competitors, both direct (those offering a product/service like yours) and indirect (those offering a product/service that can satisfy the same needs). Is the competition based on service, quality, pricing, distribution, etc.? Determine the elements on which your business will have to fight its way into your market or against foreign companies. As well, evaluate the level of competition by segment (intense, weak) and your business' market entry potential in local or in foreign markets.

Competitors' strengths and weaknesses

You can evaluate your major competitors' strengths and weaknesses in various ways: quality (product and customer service), price (to the customer, commissions paid to the trade/distributors, production costs), product/service (characteristics in relation to needs, technology used), personnel (number, level, training, etc.), distribution (network, location, type of distribution), communications (image, advertising budgets, visibility, media used), promotion (merchandising, trade terms, etc ). For each competitor, gather information on its size, location, number of employees, products sold, network used, pricing and promotional activities.

Competitive advantages

What are your strengths that will help you take advantage of your competitors’ weaknesses? What strengths will give you a chance to deal with the industry’s threats and seize business opportunities that arise? Determine the elements your business can use (products, service, image, production, technology, etc.) to distinguish itself from the other players in the industry and to gain market share and profits; these will be related to the key factors developed earlier in the Planned Response section.

Useful sources for this section include trade information and interviews with employees (sales force, customer service representatives, production, etc), customers and distributors/suppliers.

SALES AND MARKETING PLAN 

Customers

Describe your customers by name or market segment served. These customers can be major distributors with which your business has distribution agreements or manufacturers which use your products/services . The customers described here would account for the majority of your business' sales; potential customers can also be included, but be realistic. Be sure to consider foreign markets and their importance to your business.

Terms • Product/Service

If necessary, describe the sales terms and conditions (terms of payment or credit policies) and the products and services you supply.

Additional information

Include information such as customers' expectations, special services required, cross-selling opportunities, and their development projects. Is there potential for alliances or long-term agreements? Buy-outs or mergers? Joint marketing?

Suppliers
List the major suppliers that serve your business and the terms & conditions. If you are in a highly competitive sector, it is preferable to have more than one supplier; you will be able to negotiate better prices, and will not be overly dependent on a single company. These suppliers would account for a major portion of your expenses and your business success is highly dependent on them. Potential suppliers can also be included, depending on the interest their products/services represent for your business' operations.

Additional information

How and why did you choose these suppliers? What advantage do they give your business over others? Do they have new new products planned, changing pricing policies, or so on? Is there Potential for integration? Have you evaluated their capacity to match your development, service new locations, or support your new products?

Advertising and promotion

Are you going to advertise your products? If so, where and how often? Describe your advertising and promotion strategy and the main communications tools and actions you use to to reach each segment or market identified earlier. Intermediaries can also represent an important target for your communications efforts. 

This is also where you would include details about any online efforts, creation of a Web site, etc.

Questions to ask yourself:
Are you going to prefer sales promotion activities (e.g. coupons, samples, etc.)? If so, to whom (customers, trade intermediaries )? Would direct marketing be more appropriate (mailing, telemarketing, etc.)? Or sales representatives with remuneration based on performance? 

These decisions, and those that follow, have a direct impact on your financial projections.

Pricing and distribution

If necessary, provide more details about your pricing and distribution policy that is specific to your market. For example, you can give a detailed price structure (wholesale, retail and consumer prices, special discounts, trade terms, salespersons' commissions, etc) to each market for each product/service and determine payment policies and credit terms. You can also show how products will be distributed, including site locations, intermediaries, electronic commerce, etc. 

Customer service policy

Define the service levels you intend to offer and relate them to their costs, to what your customers expect and to what the competitors offer. 

Questions to ask yourself: 
Are you going to try to compete on service quality? If so, what are the standards? How are you going to measure your customers' satisfaction? Will you have a 1-800 line or a Web site for information on your products or for after-sales service? In-house or outsourced? Do sales representatives also handle customer service? What are your after-sales service terms? Guarantees? How will you handle complaints?

OPERATING PLAN

Location

Describe the site of your business: its location, size and capacity, advantages and disadvantages of facilities or location, and ownership/leasing details. You should cover both current and future use and, if applicable, cover all aspects of your business’ production, distribution and selling activities.

Size and capacity

If appropriate, give details of the size and capacity devoted to the different activities: production, warehousing for raw materials and semi/finished products, distribution, selling, customer service and administration. Consider flow of goods, people, clients, etc and impacts on space assigned, layout and size. 

Advantages or disadvantages

Why did you choose this location in particular? Is there extra capacity? Is it easy to deliver or get deliveries? Is it close to clients, suppliers or competitors?

Lease or ownership details

Describe either the lease or ownership details on a site location basis (if multi-sites). Consider impact on costs and on your operational requirements. Evaluate location on a long term basis, i.e. compared to the foreseen development of your business or the evolution of your market.

Questions to ask yourself: 
Are you close to your market and to major transportation networks (access, ease for delivery, visibility, etc.). Is your location appropriate to your current and future needs? To the sales and production levels? To customer service? When and why would you need to expand or move?

Equipment, furniture and fixtures

In this section, you describe the equipment you use to produce your goods or services. You should also comment on its age and remaining useful life, capacity versus volume, condition and replacement costs.

The content of this section, the budgets and the technology required, will vary greatly depending on your type of business. A retail operation will need more furniture and fixtures. Manufacturing will require more expensive equipment and technology.

Manufacturers should consider layouts, flow of people and goods, service vs. production vs. delivery areas, and so on. Describe the work processes, key activities and resources (equipment, machinery, furniture, vehicles, technology) necessary to operate your business as well as capital expenditures and technology required for the coming years in order to achieve sales targets.

For startups: 
you will need to describe the equipment you will use. Visit your competitors' sites, and discuss your needs with your suppliers of equipment / furniture / technology to determine an optimal operating plan, which you can describe briefly.

Future expenditures / Technology requirements

If you have a long-term plan for equipment or technology acquisition, give details here, including the timeframe, reasons (e.g., to maintain sales objectives) and costs. You can mention technical aspects, potential suppliers, buying criteria, alliances and partnerships, costs, and so on 

These are decisions related to long term investments and will have to be taken into account in your Financial Plan. Be sure to consider the impact of your sales and marketing plan and any increase in personnel or space required. If there are any potential tax breaks or shelters, mention them.

Research and development

Mention, briefly, any research and development activities: in-house or outsourced, resources involved (human, material, financial), any R&D plan (output, dates, expected results). Evaluate the financial implications, the long-term advantages to your business and any subsidies or partnerships you may have.

Knowledge-based industries that rely heavily on R&D will want to go into more detail in this section.

Consult a specialist at IRAP (Industrial Research Assistance Program) or the CTN (Canadian Technology Network) for more details on research and development. Regarding standards, you can consult the Standards Council of Canada. 
Environmental compliance

If appropriate to your industry, describe how you deal with waste and other environmental issues (policies, criteria, supervision and contingency plans) Will you require some environmental standards from your suppliers? Will you offer them to your customers?

For startups: 
Banks often have strict requirements when lending to companies whose activities have an impact on the environment. You will want to develop your own code of conduct; determine criteria to follow and establish ‘what if’ scenarios. 

Additional information

Add any additional information, as required. 

HUMAN RESOURCE PLAN 

Key Employees

In this section, you describe your key job positions, both present and future. A solid human resources plan is as essential as your marketing or financial plan.  Include key responsibilities, the titles and hierarchical levels and the number of people required

Note: this section is for employees; the principals of the company (president, treasurer, etc.) are described in the Executive Summary.

For startups 
Set the qualifications you require for each function. This is the first step towards a career development strategy and succession planning.

Job title/ Key responsibilities/ Qualifications

Describe, briefly, the title, responsibilities and qualifications or skills for each function.  These can later help you establish your recruiting and promoting criteria..

Additional information

Information on external support needed in the future (lawyers, consultants, ISO specialist, accounting firm). You can also attach the resumes of key people at the end of your plan.

POLICIES AND PROCEDURES

In this sub-section, you describe your overall human resources strategy: remuneration, training and performance assessment. It will form the basis of the 'contract' between management and personnel. These policies and procedures will help you attract and keep employees and achieve a work environment conducive to top level performance. Decisions here will have a direct impact on operating expenses and consequently on profits.

Hours of operation

List the business hours for all functions and locations. This can help you determine the level of service required by your clients and establish a schedule for employees. There might be variations based on function (customer service vs administration), on seasonality of demand (Christmas period) or other factors directly related to your industry or market served.

Vacation program

Describe policies based on the level of service described above, the functions and industry/regional standards.

Performance assessment

All but the smallest of companies need to establish evaluation process: management expectations, corporate objectives, expected results by function and hierarchical levels, qualitative and quantitative factors and impacts on remuneration and promotion. 
Training and development

Assess current level of competence, set targets and establish training programs to reach targets. The qualifications and skills identified in the previous form should be the starting point for this exercise.

For startups: 
It is a good idea to show that you have both a short-term (i.e., for when you start) and a long-term training plan for your employees.

Remuneration and benefits

For each function and hierarchical level, list salary levels and benefits packages, including fringe benefits and related programs.

Health and Safety

While it may not be necessary to include a section about health and safety in your business plan, refer to the Canadian Centre for Occupational Health and Safety to ensure that your company complies with Canadian legislation. 

ACTION PLAN

This is a chronological list of your company’s activities. It gives your banker an overview of how you intend to reach the sales levels described in your financial plan. Many of these activities will come directly from the plans you established in the prior sections. Be as precise as possible (what to do, when, by whom, how, with what objectives and for what budget).
EXECUTIVE SUMMARY 

The executive summary is where your banker, lawyer, accountant or other stakeholders will get their first and often final idea of your project. Often, this is also the document that you will present to potential partners. In a few pages, the reader has to get a clear understanding of what your business does, what it wants to achieve and how you will achieve it.This is the crucial element of your business plan.

Objectives of the plan and description of the project

Why this plan? What are your goals in preparing this document? Describe the project, i.e. (investment, expansion, acquisition, etc.) you want to 'sell' to potential partners, bankers or other stakeholders.

Business history and nature of operation

Summarize your business environment section.

Products and services

Provide a condensed version of your Sales and Marketing plan.

Project financing

Summarize the Financial requirements section from the separate Excel spreadsheet. This is an outline of your financial plan, the project (asset acquisition, business development, etc.) and how you intend to finance it (own funds, investments, loans, equity, etc.). Explain the type of financing your business will eventually ask from its banker(s).

Management and advisors

Describe who you are and who the people who support you are. Investors, bankers, even stakeholders, want to know who does (or is going to) manage this company. This section gives credibility to your plan. Do not restrict yourself to shareholders; consider advisors as well.

Risk assessment and contingency plan

What are the chances and the conditions under which the plan would not develop as expected, i.e. sales do not materialize, profits do not come, expenses are higher than planned?

What are you going to do to ensure the survival of the business, e.g. ease with which assets can be disposed of, guaranteed business/sales, strengths/expertise in sectors, etc.

Financial Institution

Investors and bankers will need some information to validate financial information about your business. This is also where you sign and date your business plan. 

Supporting documents

Identify all the relevant documents you think might support the information detailed in the main document and attach them to your plan. For example: signed contracts from customers, resumes of your partners, market studies, magazine articles that can help you better sell your business plan, etc.

FINANCIAL PLAN (EXCEL SPREADSHEET)

More help can be found in the User Guide of the spreadsheet.
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