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'OSE-CONTENTS—MARKETING PLAN— .
OPERATIONAL PLAN—ORGANIZATIONAL PLAN

AND FINANCIAL PLAN WITH PROJECTIONS) '~ |

A business plan is a written document that defines the b T
goals, -marketing . activities, method- of . productiori t-'niahlzxsgltl::ial 2l
stre-ngths, and expected financial results for a specific time period'.:A'
pusiness can be seen as a document that commercializes the business '
jdea as a ‘whole towards potential investors and 'stake-holders. A
business plan should justify and describe the business idea’ and
garther business development in.a clear and adequate manner. It
should not merely aim at emphasizing the strengths of the company,
but rather at presenting a realistic portrait of its problems, risks and
obstacles. In addition to this, appropriate solutions should be proposed
and discussed in detail. - SRR S -

FEATURES OF BUSINESS PLAN * 1 740" i

BaSiFaHY a Bt‘l_ccégsi_'ul business plan has ﬁvelmportantfeatures
1. short- and long-term objectives are clearly depicted... . ‘-

L i

2 A careful ‘description is given of how the. objectives can be .
achieved in realistic general conditions. . ;i ST
3." A description is given of how the realization of the plan will'
meet the expectations of the investors. L R Sy
4. Tt shows the organizational vision, mission and objectives and
how these can be achieved. L ey I
5. The present and future organizational set up, marketing plan,
financial plan and operational plan. e T N WET
. PURPOSES OF BUSINESS PLAN
A feasible business plan serves the following purposes T
Business Plan is used to communicate the bu_siness idea .
First-time entrepreneurs must be able to _eﬁ'ective}y communicate
the business idea to people who may have an interest 1n the business,
eg the investors and the financiers. The plan-is used. to attract
investment capital, secure loans, and to attract strategic business -
partners. The business plan must be a _rga]ist;g lpo_k at every phase of

T
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 business and it must show that the .orgamz?tlon has thomugm 3
thought out ways to overcome p_otent.xal problems or “_bStaclea' i
business plan can show whether a business has a realistic ability
generate a profit. It also allows the entfepreneur to tr:ac_k, Monjt,,’
and evaluate progress. And whether the idea has a realistic abi]ityt(;

- generate a profit. o
Business Plan is used as a Management control tool

The plan is also used as a management tool that establighe,
timelines and milestones that the organization wishes the busineg, o E
accomplish. By comparing actual accomplishments to set goals, th, k
organization will be able to gain a clear picture of what aspects of 4,
business are succeeding and also which areas need additional focus g
into the future. '

Business Plan is used to Plan the various phases of the business

A well-prepared plan will identify hardships and obstacles that
will need to be avoided or overcome to make the business successfiy],
Creating a plan that outlines. where : the . organization wantg the
business to go, prepares for successfully leading. the business in the
| USERS OF BUSINESS PLAN
The users of business plan can be classified into two :
(A) External Users of Business Plan; ., """ -

(B) Internal Users of Business Plan?
(A) External Users of BuslnessPlan

 really interested in business plan Depending on the type of financing
and stakeholder relations‘,-Iyaxioug;.taspebj:s ‘are weighed up and dealt
with in different ways in a business plan: Various external users of
business plan are : AT S PR
-() Venture capital firms : As a fﬁle,' venture-capital and private-

.

represented by a business Plan. When reading a business plan, the
investors are primarily interested in.good and relevant arguments
that promise business growth,: A venture " capital firm is more
interested in : 3 fo mae e U

(a) The company’s success on the market,

. (b) The feasibility of the plan in order to achieve its business
objectives,

.‘_(c) 'The unique selling proposition of th
/{d) The quality and experience of the management team and
(e) The financial Prosperity of the organization,

(ii) Financial institutions : Whe i i 1 o
: ‘ N granting credits, investme
banks focus on one main question : when and how the x:epa)’me“t '

e products and services

n ner
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the credits and interes . : 115
panks usually ask for

: possible
able to overcome such critical situatio:: tbacks
For these reasons } .

professional business plans when P

Banks expect business plang t 1siderin

enterprise strategy, the mana ement gt

the competitors, the products algld > the organization, the market

profit situation of the enterprise.
(iii) Strategic alliances L

The formation of st . ,
young and growing compani strategic alliances by

: 1es within the fr
projects, product design, marketing, e framework of research

I : L etc. is gaining increasingly in
importance. A strategic alliance is usually the conseqience of : &7
(a) financial backing or | '

(b) Access to well-established distribution channels.

Such ‘an alliance may well succeed over several vears for the
benefit of all parties. The majority of companies, however, request a
business plan before consenting to any long-term business relations or
obligations within the framework of a strategic alliance.

(iv) Mergers . and - acquisitions ' : . Acquisitions present an
alternative for company.expansion, while selling a company may be
seen as the way out of a solvency crisis. Companies that are looking
for acquisition usually.request a detailed business plan that will
support their evaluation and selection, o \ . ‘

(V) Customer and "mai"keting_ relations : Winning a major
customer or an agreement with a wholesaler is a particylarly crutfial
step towards success for many growth companies. Most big companies,
however, are very reserved .and precautious before starting
negotiations with rather small and unknown companies. In such
cases, a convincing business plan may'cle_aadoubts and prove decisive
for inspiring” confidence, opening negotiations and making further
decisions. Hence, business plans effectively help to open doors to
potential customers, markets and suppliers.

(B) Internal Users

A business plan also gerves as a valuable management tool from
an in iewpoint of the company.

(it)emﬁf’i:fgefnent + A systematically qlatgcratqd and rsgu}arly
updated business plan, with a profound insight into all business
matters, helps the management to efficiently plan the company’s
develop;nent and prepare the necessary modification ‘rgee;sirlfs dl:i la
structured way. Such a business plan can serve as a guide t];;) e ren{
decision-makin'g and as a control tool in managing the cur
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[y | w : - » L _—‘-‘n‘\
business. The joint realization of the b_usmess plan by the: F
management team ensures an overall cqmmmment to the company %
goals and controls. Achieving this commitment on the managemep, ¢ §-

Ievel is most significant for the successful implementation of the plan, §
(ii) Branches : Business plans make a significant contribution t,}
the development of companies which have branches in differen !
locations. By using business plans for each branch, the top%.
management can on the one hand guarantee site-related businegg’
planning and on the other hand, continually control performance a4 i
well as the attainment of the business objectives. Further-more, the §
long-term objectives of the entire company can be balanced by these § |
indicators - - a '

i

¥*)

L T

e 0 R

- ' COMPONENTS OF BUSINESS PLAN
- - (SAMPLE BUSINESSPLAN) . .' i f
Business plans are generally ‘outlined in the following manner §

and include these important elements : IR VP

" Cover sheet ) ,‘.' b, B _ |
Name of business, ownér(s), address(es), phone number(s), and |

Statement of purpose. T T T _
Briefly state the objectives of the business plan, including the §
amount, type, terms, and proposed uses of financing requested. |

i

-

Table ofcontents - <, ' o0 :
Executive Summary : Summarize the key points and major §
findings in the business plan sections'that’follow. The executive
summary is typically the last item written in a business plan.
Market Plar : | R wen (L g Teaed et 0 el

an

General Market Trends : Qutline the key market determinants §
(price, quality, service, methods  of delivery); local, regional, or |
national market area; type of market sector (private and/or public)-

' Competition : Identify. the relative strengths and weaknesses of
your main competitors and the basis for successful competition with
them (better prices, quality, service, etc.). . -

Market Projection : Project the market share and sales volume the |
project for the business in the target market. . :

Financial Plan: o . _

Capital Requirements ; Indicate the amount of funding needed for
startup, expansion, or buyout. o

Structure of Financing : Equity and debt financing secured 0f
requested to meet the business’s capital requirements. ]

~ Financial forecasts : Forecast the balance sheets, statements of
operations, and statements of cash flows for the next three years. ‘_

n ner
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The forecasted statements of operations and cash flows should be

resented ona montl}ly basis for the first year and on an annual basis
for the second and third years.

Explanatory Notes to Financial Forecasts : Identify the key
gssumptions that the financial forecasts are based upon. ad

Key _Finamial Ratios and Measures of Performance : Include
debt/equuty and deb.t coverage ratios, rate of return on equity and
assets, accounts receivable, and inventory turnover rates.

Break-even Analysis : Calculate the volume of sales needed to
cover all costs (or breakeven) for the business. '

Organization and Management

Organizational Intent : It describes the vision, mission, objectives
and goals of the organization. o

Legal Form of Organization : Describe the organizational form
you have chosen for your business (sole proprietorship, partnership,
corporation, joint venture, or cooperative) ‘as well as the legal and
financial implications of your choice. o ‘

Management Plan : Outline key management position
descriptions and reporting relationships within the organization. This
should include the names of key management personnel, a brief
description of qualifications, and an organizational chart depicting
reporting relationships. =~ S N L) e e

Training Plan : For startﬁj;) and e'xp:i-ajision', i)lé.ns;, indicate the

training needs' encountered by the business ‘and how they will be
addressed (seminar, workshop, etc.).. " .
Operational Plan : - | '

Product/Service Description : "Describg ._fhe major . products or

e

services you will sell. . o e, N ,

Key Production features : ldentify. Unique Selling Proposition
(USP), auxiliaries. ST 1

Location aspects L _

Plant size, Manufacturing process and other utilities.

| 1. EXECUTIVE SUMMARY

The executive summary compiles the essential statements and
conclusions of the business plan in a very concise form. For the
majority of stakeholders the executive summary will present the most

important section of the business plan.. _ |
Investors, bankers and representatives of investment groups get

lots of business plans from the executive gummary. Indeed, the

stakeholders may not read the whole documents. But they usually
. read the executjve summary first, in order to quickly check, whether a
Yeview of the complete document would be worthwhile.

{i
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' s L] = ecu lve :

i emember while P_l‘epa““g . ey oy
Po_m;? 1l"(ii‘ltr.'cn»vided _the ' executive summary .--\soun_ gsl P;OIIEISlng, the
" reader will feel encouraged to read the whole business pj,,
: Bn- the other hand, if the executive .summary doeg oy

convince at first sight, even a good business plan coulq be

rejected. Hence, avoid postponing the stential information ¢,

i i lan.
the later sections of your business plan | .
2. Figures and facts resulting from the data analysis must |,

perfectly represented. Otherwise, readers will doubt apq

question the plausibility of the whple.busipess plan.
3 Executive summary should :provide the Investor wity
convincing arguments and clear formulations in_order t,
avoid raising any kind of skepticism. S
4. The investor should understand the points of the business
"plan merely by reading the executive summary.
5. 'An effective executive summary includes all the key elements
" of a business plan on just two or three pages.”
Key ingredients of E:éé@tiqe Summary s TN

1. “An outline of }he""eﬁ'témhri?s'é"__'st'miegj:-'ibitﬁ'empkasis on the
success factors : The executive’ summary should provide a short survey
of the strategic goals, business idea and key data relevant to success,
e.g. revenue, profit"and profitability in the :last three years (for
existing business), as well ‘as your plan'for the next five years for
existing . We]]. e ne\]v business)J | e R

2. A presentation of the key qualifications of the management
team which will guarantee the success of the company : Make sure
that the executive summary describe.the contribution management
team will make to successful business:initiatives: The investor is
interested - in’, the : structure , of 'the imanagement ' team and their
qualifications, ©." """ . e e hooUspEn ey 0

. 3. A s.hoft dengnpr"ibt?org of the market, tfté‘:lsz;éces's'formula and
unique selling propositions on the market i An executive summary
report must convince ‘the investor that the products and innovations
will prove to be competitive on the relevant market. Therefore, it is
:i%ecxalli,: nnportanfis to know'the target market, its trends, the needs

preterences - of | customers. and the 'servi . i the
competitors. . - .. el émce_s .__prowded by
4. A concise presentation of ihe bonvpatin > I
, : - Com H A-D
executive summary report show in brief iy aduanfoges

with which strategies planned
fo ope;:ate s}mces_sfully on market. Explain: the f')p'ul~:-ra1:ivg('=:l stlx?ategies
manuiacturing, procurement, logistics. and . marketing) to the
stakeholders in a few sentences. i = &

5. A short deécﬁpﬁ'on of' t-.l"w. odicts g '
). t . '  products and services : A8
f}’:ecuﬁwe summary .report, describes  products and’ es?r‘:ices and
ereby mentions the essential features, in particular the unique

Scanned by Scanner Go
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Sling propositions. It shoul ) '
;rﬂduct development, ould explain. production technology and

= 6- Key' ﬁnMCiat data : A_n : ‘
insight into relevant financi €Xxecutive 'report should give an -

) al d . :
S Jumes and costs for a period of thrigai,;o ?i.gé yggrns?al revenue, sales

financial resources, ' an
es : H
repayment to the investors. e, and how and when will guarantee

. Key require i
8 Yy req men:i .gf.fffcytlve summary,
b -The Executive Summery. -}
V TEOE W & : |
"v-mrn‘-Ja.{.‘ il llth i fasoa t wede
ey A placed ® in E
Par -,/ _._mmmpian?gy-??ad”i-
'V .82t 3pegesiong, .
-3 v . is briefly convelved, || e
md V| hes & precise structure, | [,
] cloary aianged. 1.

_ ~ JL. MARKETING PLAN! = 7. :
Marketing is.an’ essential component. of a business. In fact, it is
the heart of any business; serving the vital function of transforming
production activities into financial performance, thus ensuring the
survival of the business. Marketing is key. regardless of the type of
business. A . L a2 AT

A marketing plan is a set of orderly actions aimed at achieving
specific objective(s) within a given timeframe. ' |

A marketing plan ‘may be defined as a strategic document
outlining the actions/steps an entrepreneur propose to take to achieve
organization’s marketing objectives.. ' |

A marketing plan helps to clearly define the product and/or
Service an organization are offering, ' to identify organization’s
customers and competitors, to outline a strategy for attracting and
retaining customers, and to anticipate changes in tl;{e ;nargc.et;t:.lgce. R

Marketing plan ' describes the firm’s market objec ive an
marketinge ?;flg .1;_0? the next years. Furf:herx.nore, it should determine
the market share which the wish to achieve in the target market with

Particular product portfolio, as well as the average market growth.
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Adver t1smg and marketmg costs are based on Marke
' tin,
.addltwn when , formulating - ma.rketmg strategy,; the engtr plan, In

should consider carefully which pncmg method WiSh to emba:k r*7”“*31:1
customers. 01 thy

From the mdwldual market segments the entrepreneu
segment ' specific 'strategies. ‘There by e.g. industrial
commercial customers or end users are treated d1ﬁ'erently
Importance of Marketmg Plan , I S

A marketing plan: ' N o

* Helps the entrepreneur to reach the target audlence
Helps the entrepreneur to boost customer base
Increases organization’s bottom line,, .
Assists the ergamzatmn in obtazmng finances
Helps the orgamzetwn to set clear, reahstlc, measurable
. objectives.- . .- L7 L
. Helps the orgamzatmn te fecus on total merketmg efforts.

Factors to be conmdered wlule prepanng Merketing Plan .
'The followmg factors are conmdered whlle _preparmg Marketing §
Plan : i ;
(a) Advertwmg and marketmg medla
(b) Services and auxzhary semces
(c) Competltwe onentatmn ‘
(d) Customer proﬁtablhtyf}‘ P "{:; f-'-.-‘ %
(e) Customer loyalty ’r:
(© Acquisition. of new customers v
. Based on the marketmg strategy the operatwe plans are derivate

and prov*xded w1th appropnate budgets Thus . the . subject of the §
marketmg plan is one of the most crucm.l management tools |

Steps in Marketlng Plan '-f_'t_._,.g?j;'_.’-h-.'-' ,;;-_ 4 : :
(1) Stating the marketmg ob;ectwes ';'.,.;The marketlng Objegti;f:
may be formulated in so many variations; “An organization woul ek
to increase awareness of the preduct or service provide, increase bse?‘ r
and revenues by a certain percentage,’ and/or ‘increase the num 5 i
customers - who -purchase ; the; product’ or . service. While ffla
marketing ob_]ectwes the followmg thmgs should be kept; in min
(a) It shouldbereahstm; 1L a B
(b) It should quantlfiable and measurable ‘.'- | s |
" (¢) ‘It ecan be expressed m terms of sales value, sales ;
market share, etc.” ! - -
(2 Identzﬁcatmn of’ demogmphw of the target mar !

he

1' get 1 B‘ for whom ¥

ta t is a group of customers (people or firms) cof
rktstlnigrkgﬁ'ert 13 mtended One way to determme custo

E dﬁnv

[
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,"rhics (e.g., age fi

emograpiles t-&. » Sex, profession, income le i :
Sesidency ) m,dlwdual or business, etc.) is to write ;eiie(;?:gi%?it)?t}? 1;}83(;
organization’s targ’et audiences. Once the target market is fixed, focus
on onl}f those customers who are most likely to purchase the product
or service. ) : ; _ .

(3) Identification of the competitor/ competition : There are
geveral ways to go about identifying the competition. One way is to
identify other fa‘rm businesses that are offering somewhat similar
products or services to the customers the organization is targeting.
Once the competitors identified, analyze two to four such businesses
by answering the following questions. How are these businesses doing
in terms of sales and demand for their product/service? What are the
similarities and dissimilarities between your product/service and
theirs? What are some of your competitors’ strengths and weakness?
Etc.

1

(4) Describing the productsiservices offering : A product may be a
commodity or service, or both. A product should be identified from the
customers’ point of. view rather than sellers’ point of view. In other
words, an organization produces, what they can sell rather than sell
what they can produce. ~ . . A

(5) Determining the distribution channel : When we talk about
distribution, we are .thinking about. more than just the physical
location of a business; place also includes how you plan to get the
product/service into the hands of organization’s customers (the place
they need it). To do this, organization need to answer the following
questions : How ‘widely do organisations plan to geographically
distribute product/service (e.g.,. locally,  in-state, ~multi-state,
nationally, internationally)? Are the organization going to be selling
directly (direct marketing) to customers? Are the ‘organization going to
be selling indirectly (intermediary marketing) to packing houses or
retailers? - ' - ' o

(6) Choose your promotion. sirategy : Promotion refers to the
entire sef of activities that inform people about the product/service.
Promotion induces customers to prefer (_}rganizations’ product/service
over those of competitoi's'.' Promotion is simply how the organization
gets people to know. about the product/service that the organization
provide. It deals with. how and what -organization want to
communijcate to customers/buyers. Several tools can be used, including
mass media (radio, television, internet, newspapers, magazines, etc.),
direct mail, personal contacts, trade associations, and social media
(Facebook, Twitter). The organization should also identify the amount
of resources (human and capital) need for promotions,

(7) Develop a pricing strategy : There are several pricing
Strategies such as cost-oriented pricing, flexible pricing, and relative
Pricing, Cost-oriented pricing strategy involves setting the price at a
Certain percentage level, say 20%, above the production cost. Flexible
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%’1
pricing strategy is where you vary the price depending on them:
time (e.g., time of year). Relative pricing strategy is simply using t};}r_,-
prevailing market price to set own price whether it is above, belgy, e_i;
at the same price. While fixing the pricing strategies the follow’inur
facts should be kept in mind. What are the pricing strategies useq hg §
your competitors? What is your cost of production? All the abovi |
questions should . be ' properly addressed. while framing Pricing §
strategy. L £
Key strategies involved in: Marketing Plan (How projections in%
'~ marketing plan ismade?) -
A marketing plan involves preparation of many strategies. These ¥
strategies help in preparing projections in the coming peried. Mainy }
the following strategies are formulated while preparing marketing}

plan. B I !

(1) Marketing Activity Plan : It involves key activities which are}
involved in finding future, sales. Usually 'a marketing activity play !
involves projections for the next three to four years. In this activity
plan, projections for each product and the key responsible persons for |
achieving the projected sales are made. This plan also includes various }
forms sales that the organization intends to made. A typical format of
a multi product company is shown below. = . .~ "
. - ' " | Date |Responsible
From |To| Person .

; Activit_iels':-" ; 17_;'_-- Remarks| |

Direct sale of Product 1' " . .
E-mail sale of Product'1 = .
Telephone sale of Product 1
Event sale of product 1+~

Total sale of Product1 - .° = R S | BXEXXX
Direct sale of Product 2"+ |

E-mail sale of Product 2 " . : o _gwm

Telephone sale of Product 2 =~ - o : o B L
Event sale of product2 = - - il ol P Rt
Total sale of Product2 ~ =~~~ - Sl | xxxx |
Total anticipated sale of the organization | . . .. - = | xsxxx

(2) Market Growth Strategy : In order to be able to estimate the |
future business, it is necessary to investigate the growth of market.
- Growth plan should quantify and estimate both revenue and sales |
volume for the next 3-5 years. For estimating market growth the
activities of the competitor and relative market share (RMS) is to be :
estimated In terms of a quotient. of the market shares, the relativé §§
market share indicates the gap between.the organization and the
main competitor on the market. R o I T :
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= 8w H _Own market sh
. RMS = et share
Market share of the main competitor
: . Market Growth Plan '
arket share of the ma:m! 76 ' :
competitor % 50 |30 | 25 | 20 | 156 | 10
own market share % 25 25 | 25 25 25 25 25
ive market share %| 0,33 | 0,50 | 0,80 [ 1,00 | 1,25 | 1,66 | 2,50

(3) Pricing Strategy : A key to the success of the busi i
appropriate pricing policy. If your prices are too high, t}ll);l ilr;z?iigt%:
will not .be ablg to attract customers and expect orders within the
competitive environment. If the prices are too low, the organization
will risk steering the company into the loss area. A fair price is fixed
on the basis of the objectives of the organization.

The following methods are used for fixing the price of product :

(A) Cost plus pricing
(B) Variable cost pricing
(C) Full cost pricing
(D) Going rate pricing

(E) Penetration pricing
(F) Skimming pricing.

After fixing a fair price,

the organization will set a market plan on

the basis price fixed. This market plan is prepared on the basis of the

previous year(s) and current year. It show
value terms on the basis of price fixed.

SALES VALUE/QUANTITY PROJECTION

ON THE BASIS OF PRICE FIXED

s sales in quantity and in

Description - _

PY

LY e Year 1 | Year?2

Year 3

Product 1

Market share (%)

Market volume (%)

|Percentage of sale

Sales Volume (quantity)

Revenue (%)

Product 2

Market share (%) I

Market volume (%)

g?.r_?E_ntage of sale -

§.;a__1_?§_\_7 olume (quantity)

Revenue @)

20tal Revenue (2)

LY-Last Year CY-Current Year PY-Projected Years
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- ;sing and sales promotion stralegy : The signific
o (t4h)e ﬁfg’:?adfe rtising and sales promotion vary strongly amq,
markets. It has to be carried out a planning of advel‘tl_smg fm{
consumer goods, that are bought regularly (e.g. foods and tOlletrjeB)‘;;-
for over-the-counter-drugs and for durable consumer goods. 2

The/This plan has to include the main advertising message and
budget, the selection of advertising media (television, journals, daily -
papers and so forth) as well as possible cooperation with advertising: ;
sales promotion and public relation agencies. The selection ap{
suitability of advertising media are mamly deterqued 'by the"
advertising goals as well as by geographical, . quantitative ang
qualitative access to the target customers (generations, income levels! |
residence etc.). . | C _ _ i'

Sales promotion in the field of consumer business should hg :
planned extremely carefully, in order to ensure their acceptance with'
the retailers, as well as their sales potential and success.

SALES NET REVENUE PROJECTION BY CONSIDERING

' MARKETING AND ADVERTISEMENT COST

ix L Flael e B - ik s P
Desgr::pt;on-_ LY CY ‘-_'-'Year 1| Year?2 Yeard §

Productl _ i3 S
Gross Revenue (%) "« ' sl o LAY =2 o
Advertisement cost () i o [n Pt o
Marketing Cost @) Cewiigmlag | Sed bl ras i i <
Net Revenue (@) '@ . . . | i, =i

Product2 . % . 0ol Cuvls Rk e et )
Gross Revenue (¥} = ... ooiif et b

Advertisement cost () 50 |in i 654y
Marketing Cost () =+~ L LT B
Net Revenue () v 7m0 o nfaasr o
Total Net Revenue (¥) " . . . f 7~ | o0 Lo _ ; ,
‘ 5 LY—LIM%t Year CY- ~Current Year PY-Projected Years
. . ILFINANCIAL PLAN - ' . “
Finance is one of the most important parts within the businessj
plan. Financial management, as i$ carried out in a business plan, i
essential for every company. Financial Management is concerned with
quantum and amount. of ﬁancél relqlu‘:i,rled forl running and operating 2

business unit. ; T L T

The type of financeslw"hich_' have to be. prelpared for the business
plan depends to a large extent on the development stage of the
company, as well as, the goals the organization want to achjeve with § §
the business plan. The longer a company has existed, the greater th¢ 1§

n ner
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ations in this area are, I
ggﬁnd amount of the ﬁ:mam:irfj:g&L
The basic financial data in a
three categories :
(a) Revenue,
(b) Investments and

(c) Costs.

The revenue is the evaluated amount of the products and

services that sell by the organization. This data js taken from
the sales and marketing plan.

The investments represent the capi i
] > : pital required for
production. This can include property, buildings, machinery
as well as financial investments like shares etc. '
(d) The costs include all the remaining expenses which are
necessary tg,kegp the company running : salaries, wages,
office supplies, information processing, telecommunication,
etc. - '
From the information so collected, the organization prepares the
following financial forecasts : ‘ | o

The balance sheet sums up the financial activities of the business
on a particular date usually at the end of financial year and provides
the investors with an insight into overall financial position. While the
assets show the application of funds (the assets you have utilized for
your company), the liability shows the source of funds (equity and

The income statement (sometimes referred to as the profit and
loss statement, the P&L) presents the results of the business
activities. The sales revenues of the products and services and all the
related costs over the business year are reflected in this income
statement. B BT '

The cash flow statement is especially important to the investors.
It gives an idea about the company’s self financing potential, i.e. which
means the company has at its disposal to pay dividends, taxes, loans
and interest. ’ - ' L

Projected balance Sheet . |
A balance sheet shows the position of assets and liabilities on a
Particular date. Projected balance sheet of an enterprise. is prep‘ared to
show different assets, liabilities and capital over a period of time. In
Projected balance sheet estimated liabilities and assets are made. This
estimation is made on the basis of past figures. Thus in a projected
balance sheet previous few years assets and liabilities and estimated
gures of assets and liabilities are shown. This dat_:a‘ is very useful to
‘ie investors as it provides vital financial information of the company
the previous years as well as in the future period. They can take

company wishes to attain goals, the
should be carefully selected.

t business plan report can be classified
into
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{ gy,
3

R i

{3

whether-to grand loans or not and how much fiancé is rm;g
whether their advances are secured. L - -4

As projected balance sheet provides vital -mf_’ormation to {he-
investors, most of the investors seek it before taking any finapy d
decisions. A projected balance sheet provides not only the Present”
credit worthiness if the business but also the future. R

£

PROJECTED BALANCE SHEET 3

Assets = | Previous Years | Projected m

Year | Year |Year| Year | Year] rﬁ,‘;

1 2 3 1 2 34,

A [Long-term Assets N B | M ;

1. Nntangible assets and prepayments | B :

I1. [Fixed assets : ' - ] | e :};

I1I.[Financial assets & T o

BiCurrentAssets . - .l b N

. {[nventory P B ' '

II. [Receivables - -

[11.|Cash PO S _ ‘
Total Assets = ' "7 oo o b T ' 4

Liabilities . * ' .. "\ " . | Previous Years | Projected Years
2 i il'l , ek Year | Year |Year| Year | Year |Year|
L ettt I B | B [y 2 2 | 3
| B Bhare capital i 7 oonf v iom [ oo

. Retained earnings . .- G L] :
]III. Current profit or loss . o Ty e o I
Provisions .~ - B R A B Lo =
IC [Liabilities ol s Bl g e | u . 5
1. [Liabilities to banks (loans payable) | .. |
I1. |Accounts payable ..« "= i S
M1 Other liabilities” - -+ & 7 7+
Total Liabilities and Equity-

Uses of projected balance sheet R R :
(A) It is used to compute short term financial position of the
business. Short term financial position is computed by comparing
working capital during the period. The excess of current assets ovel
. current liabilities will give the figures of working capital increase I8
working capital will show improvement in the financial position of th¢
business, O s o , s R
(B) Through projected financial - position long term financiﬂ%

position can be computed by analyzing the changes in fixed aSSets'%
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T
jong-term capital. An increase in fixed assets should be

ared to the increase in Jop )
Foﬁase in fixed assets is moregt}tzlm loans and capital, If the

eas the increase i

ﬁalzllltleg thil%:;rli?artdogf ﬁxeq assets is financed t}?rolul:glimgorﬁrrg
capital. On © : I;h; if the increase in long term securities is more
than the increase in ed assets, then fixed assets have not only been
fnanced from long term source b 1 ha

ut a].SO a part . »
glso been financed from long term sources, part of working capital has

(C) Projected balance sheet is also us

& e ) ed to compare th
pmf{tabzhty of the organization. The study of increase or dé)aeztse iz
retained earnings, various reserves and surpluses enable the investor
to analyze the profitability of the organization.

Projected income statement

The income statement gives the results of operation of a business.
It shows t_he net profit or net loss on account of business operation.
Projected income statement gives an idea of progress of a business
over a period of time. | _

The projected income statement or profit and loss account depicts
anticipated sales and expected expenses for some future years. This
estimation is made on the basis of some past years data. It depicted
sales, cost of sales operating expenses, non operating expenses and net
revenue from operation for the last few years and for the estimated
years. L c L T

Objectives of preparing projected income statement:

= To analyze and evaluate the operating result of a business.

« To indicate the trend and- direction of - incomes and
expenditures in terms of absolute’ money values and
percentages. ' N

= To enhance the usefulness of an income statement.

= To help the management in planning and forecasting the

127

profits. . |
= - Projected income statement
’ Previous Years ' Estimated
A, ' I Year 1 | Year 2 Year 3 | Year1 | Year 2 | Year 3
1. Sales =1
+/-2. IChange in inventory |
.+ 8. Other miscellaneous income
|__H. [Total income )
= . Material costs
= ersonnel costs
—~ epreciation :
= ther operating expenses
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=] Operatmg income (EBIT)
+ 9. Interest and similar income
— [10.jInterest and similar expensea_ _

N

= et financial income ' or
Iexpe:ise g

= [11.Income before taxes

{ = 12.Income taxes '

— [13.00ther taxes L

= {14 Net income / loss for the year
- [15.Increase of retained earmng_
16.Net profit / loss - it

Uses projected income statements :

(a) The increase or 'decrease in sales shoulcl be compared with th
increase or decrease in cost of goods sold."An increase in sales will ng
always mean . an increase’'in  profity: :The'" proﬁtabxhty -will improve i
increase in sales is more than the i mcrease in cost of goods sold.

(b) Projected mcome statement: helps to" analyze the operatin
profit. A decrease in’ operating profit; may ‘bé’ due to an increase
operating * expenses,-The mvestor should analyze the reasons fi
changing operatmg proﬁts ;

(c) "Projected ‘i mcome statement :also helps to analyze about th
overall proﬁtab1l1ty of the orgamzatmn g

Projected cash flow ' - ""*.:'-"f;f" S S i .
Cash plays a very 1mportant role '11:1" :the econormc life of business

A firm needs’ cash to’' ‘make’ payment to suppliers, to incur day to day; i.
expenses, and to pay salanes, wages,’ lnterest and dividend etc. |

The cash flow. 'statement ' shows the financial’
strength.
statement ‘gwesl mformat;on as to! what ‘extent - the comgtany h

ﬂows busmess aC’tIVItIES are classifi

LR
I

(a) Cash flows from operatmg' Eiétlwmes
(b) - Cash flows from mvestmg actlwtles

(c). Cash flows from ﬁnancmg actwitles

Operatmg actlv;ties are principal ; e . Sk
principal revenue producin activities 0§
the enterprise. It'shows ‘whether :the " ente rpp rise hgs generat

sufficient cash flow :
enterprise to pay d?wto Iclilamtam the’ operating. capability of th%

without recourse to external ﬁnalzf::); llqans and to make LAFBELEE

Investment act:wtlea a

re the ac
assets and other investments ' not }
se
m%iﬁ;;;i 181;22?:1? Ozl-f%h flows arising ﬁ‘Om investment actn.rlti"rsl
expenditures haveebee: n?:gg f ﬂows rce s fxtont f0 Whuh |
income and cash ﬂows, oz resources mtended generate futu®® 1 4

.f.
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Financing ac}n}'ltles are activities that results in changesA in the

jize and composition of the owners’ capital and borrowings of the

enterpﬂse. i _

{ses of projected cash flow statements

1. Since a cash flow statement is based on the cash basis of
qccountings it is very useful in the evaluation of cash position of a
rm. The information on cash flows is useful in analyzing sources of
gener%tmg a_nd deploying cash and cash equivalents during the
reportlng perwd. :

jected cash flow statement can be prepared in order to

2. A proj
gnow the future cash position of a concern so as to enable a firm to
plan and coordinate its financial operations properly., By preparing
this statement, a firm, can come to know as to how much cash will be
generated into the firm and how much cash will be needed to make

various famous payments and hence the firm can well plan to arrange
for the future requirements of cash. . vk

3. A comparison of the historical and projected cash flow
statements can be made so as to find the variations and deficiency or
otherwise in the performance so as to enable the, firm to take
immediate and effective action. IR R i

4. Cash flow statement helps in planning the repayment of loans,
replacement of fixed assets’ and other similar long' term planning of
cash. Tt is also significant for capital budgeting decisions.”.

5. Cash flow statement provides information ‘of all activities
dassified under operating invest in and financing activities, The funds

statement even when prepared on cash basis,: didn’t disclose ‘cash
flows from such activities separately, Thus, cash'flow statement is
more nseful than the funds statement. . = |, * 7 -
. PROJECTED CASH FLOWS "
' ' SRR Year | Year | Year | Year Year
1.2 0| 8 4 5

| |Net income from the Income Statement
+- |Depreciation ' T
Changes in provisions
| +/- [Changes in other non cash items

Cash flow from operating activates
. |before working capital changes

7+ jChanges in inventory _

" Changes in receivables and other
Y _iassets

| ¥/~ _(Changes in liabilities

Cash flows from operating activates
Purchase of assets

M
]
~*_Proceeds from the disposal of assets
k‘Egﬁﬂf"mi from investing activities
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