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APPENDIX 1 – Business Plan Guidance

Introduction

You are required to submit a business plan as part of the Full Application for LEADER grant funding.  There is no one single correct format for a business plan; as long as the detail provided is appropriate for the scale of project you have in mind, it can be laid out how you wish.  This section aims to provide a template that may be useful to LEADER applicants when they are drawing up their business plans.

Although a business plan is a requirement for LEADER applications, it should not be thought of merely as a chore that has to be done in order to get funding.  The production of a business plan is also useful to enable you, and your partners, to gauge whether a project is viable or not.  It can help secure bank funding or other lending, and the figures produced are an invaluable guide during the course of the project as actual performance can be measured against budgets.

For this reason, the template provided follows the standard format seen for commercial projects.  However, the rules of the LEADER require some additional information to be provided that would not always be needed in a normal business plan.  These extra requirements are highlighted in the individual sections below.  The assumption is that applicants will include everything within their business plans, and then summarise this on the LEADER grant Application Form form.   However, this does not have to be the case; the business plan can focus on largely on the financial aspects of the project, with the description and justification of the project being set-out on the LEADER application form.  You should ensure though that the information you put on the application form is detailed enough if you follow this path.   

Many applicants will feel comfortable drawing up a business plan themselves.  However, it is also possible to get professional assistance from business advisors.  Whoever is drawing up the business plan, it is often useful to get an outside perspective on it – often what might seem obvious to those intimately involved with a project is not always clear to those on the outside.

When producing a business plan, bigger is not necessarily better – there is little point in producing reams of paper for the sake of it.  The idea should be to provide enough information so that anyone reading the proposal can understand it in sufficient detail to form a judgement on the viability of the project.

The figures within the business plan should be realistic.  It is very easy to ‘tweak’ figures so that budgets say what you want them to say.  Although you might feel this may help secure funding it will not help in the long-run – you may be left with an unviable project.  If in doubt, budget conservatively – both on costs and revenues, and the time it takes to make things happen.

The following are suggested section headings for a business plan;

1. Executive Summary

2. Details of Existing Business / Structure of New Business

3. Description of the Project

4. Project Cost and Project Funding

5. Returns and Future Projections

6. Management and Staffing

7. Risk Assessment

8. Wider Impacts of the Project

Section 1.
Executive Summary

This is one or two pages summing-up the essential points of your business plan, and your project.

You may decide that this is not necessary for the LEADER funding application – the project will be effectively summarised in the information you put on the LEADER Full Application form.  However, it may still be useful for you to produce an executive summary if you want to quickly communicate what the project is about to other parties – for example potential partners, lenders, or the local community.

Section 2.
Details of the Business

You should describe the business that is making the application.  This will include location, the nature of the business, size, history, and trading status (partnership, limited company etc.).  

For the purposes of the LEADER funding you will need to supply copies of the last three years’ annual accounts of the business.  You may wish to include these as an appendix to the business plan, with a summary in the main report.

To undertake collaborative projects you may have set up a new organisation that will deliver the project and claim the LEADER grant.  By definition this will have no trading record.  In these circumstances is up to you to demonstrate that the proposed project has sufficient financial backing.  This may include evidence of lending facilities being in place (e.g. a bank letter), or businesses with an established track-record providing firm financial cross guarantees to the new organisation. In the latter case, you should include accounts from the ‘sponsoring’ business within the business plan.

Section 3.
Description of the Project

You should describe in reasonable detail what the project is, why it is needed, and what it intends to achieve.  (Note that fuller guidance on many of these topics is in the main body of this guide).  You may wish to think in terms of the following subheadings in your business plan:

· Description of the project – the name of the project, its location, and a factual description of what is proposed

· Need or Demand – why is the project being proposed?  What problems or opportunities are being addressed?  What other options have been looked at before this project was chosen?  Any market research or analysis of the demand for the product/service should be included - what is the marketing plan for the product or service?

· Objectives and Outcomes – what is going to be achieved by the project? What will be the benefits?  Who will benefit from it and how much?

· Timescales – when will the project start and finish?  What are the major milestones on the way to its completion?  What happens after the initial project period ends?  

In this section you may wish to include evidence of why the project needs grant funding.

· You should firstly have regard to the regional priorities for the LEADER grant scheme – i.e. what type of things is it looking to fund.

· You should also address the issue of (using the jargon) ‘additionality’.  This means that grant funding is actually making a difference (getting something in addition) rather than paying for a project that would happen anyway.  You may wish to think in terms of how the project would change in scope or scale if there was no grant funding.

· You should be very clear on what the outcomes of the project are – this is effectively demonstrating what the grant is buying.
Section 4.
Project Costs and Project Funding

The next two sections are the heart of any business plan – the money.  The following section is particularly important for LEADER application purposes as the financial budgets and projections are not covered anywhere else.  

The starting point is the project costs.  For LEADER purposes this must be based on obtaining three quotes (to be included with the application).  You should itemise each element of spending on the project. More detail can be given in your business plan than is possible on the summary table in the application form.  It may be easier to come up with total figures to start with, and then split them between 6-monthly periods.  You may wish to set the section out as follows:

	
	Chosen Quote
	Quote - £
	Apr 08 – Oct 08
	Nov 08 – Mar 09
	Apr 09 – Oct 09
	Nov 09 – Mar 10

	Building Works
	
	
	
	
	
	

	Site Works
	J & B Ground Clearance
	15,200
	15,200
	
	
	

	Steelwork and cladding
	Portal Structures Ltd
	30,250
	23,500
	6,750
	
	

	Landscaping
	Roger Jones 
	1,500
	
	
	1,500
	

	Building Total
	
	46,950
	38,700
	6,750
	1,500
	

	Equipment
	
	
	
	
	
	

	Heating and Ventilation
	Climacontrol
	12,800
	
	3,000
	9,800
	

	:
	:
	:
	:
	:
	:
	:

	
	
	
	
	
	
	

	:
	:
	:
	:
	:
	:
	:

	GRAND TOT.
	
	153,260
	48,900
	52,300
	34,000
	18,060


The totals can then be easily transferred into the summary table within the application form.

The next stage is to provide a funding summary.  This outlines how the total estimated costs of the project will be met.  You should show the costs split between all the funding sources.  

	
	Cost
	%
	Details

	GRAND TOTAL PROJECT COST
	153,260
	100%
	

	1. Own Money
	
	
	

	R B & F T Jones
	20,000
	
	Bank statement attached

	Dennis Smith and Sons
	20,000
	
	Loan letter from bank attached

	Whiting Farms Limited
	20,000
	
	Bank statement attached

	Total Own Resources
	60,000
	39%
	

	2. Bank Lending
	
	
	

	Project loan
	34,260
	32%
	} Letter from bank attached

	Overdraft
	15,000
	
	

	Total Bank
	30,000
	
	

	3. LEADER Grant
	
	
	

	LEADER Grant
	44,000
	
	

	Total Grant
	44,000
	29%
	


Section 5.
Returns and Future Projections

You need to produce financial budgets for the project.  This should include;

· A three-year cash flow forecast for the project – a suggested format is shown on the next page

· The performance factors that underlie the cash-flow and profit forecasts in terms of throughput/output/sales and prices.  You should also show all other key assumptions such as interest rates etc.

· A summary of annual profit and loss, and a yearly balance sheet for the project  

All the figures shown in the financial projections should be realistic, and must tie-in with the figures shown in the previous section.  Budgeting programmes are available to make the task easier, or you can set up a spreadsheet to produce the cash flow.  This makes it much easier to see the effects of the any changes in the underlying assumptions and work through ‘what if’ cases.

Cash Flow Forecast – Year 2 – April 2009 to March 2010

	£
	Total
	Apr
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Jan
	Feb
	Mar

	RECEIPTS
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	62,500
	
	
	
	
	
	2,000
	4,000
	6,000
	8,000
	12,500
	15,000
	15,000

	Grant 
	25,030
	15,170
	
	
	
	
	
	
	9,860
	
	
	
	

	TOTAL RECEIPTS
	87,530
	15,170
	0
	0
	0
	0
	2,000
	4,000
	15,860
	8,000
	12,500
	15,000
	15,000

	EXPENSES
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital Costs
	52,060
	34,000
	
	
	
	
	
	
	18,060
	
	
	
	

	Cost of Sales
	39,600
	
	
	
	
	1,200
	2,400
	3,600
	4,800
	6,000
	7,200
	7,200
	7,200

	Electric and Power
	2,800
	50
	50
	50
	50
	200
	200
	300
	300
	400
	400
	400
	400

	Rates
	2,000
	1,000
	
	
	
	
	
	1,000
	
	
	
	
	

	Fees
	500
	
	500
	
	
	
	
	
	
	
	
	
	

	Loan Interest
	900
	75
	75
	75
	75
	75
	75
	75
	75
	75
	75
	75
	75

	Loan Repayment
	2,400
	200
	200
	200
	200
	200
	200
	200
	200
	200
	200
	200
	200

	Overdraft Interest
	330
	
	
	5
	10
	10
	20
	30
	35
	90
	80
	50
	

	TOTAL EXPENSES
	100,590
	35,325
	825
	330
	395
	1,685
	2,895
	5,205
	23,470
	6,765
	7,955
	7,925
	7,875

	NET CASH FLOW
	-13,060
	-20,155
	-825
	-330
	-335
	-1,685
	-895
	-1,205
	-7,610
	1,235
	4,545
	7,075
	7,125

	OPENING BALANCE
	20,350
	20,350
	195
	-630
	-960
	-1,295
	-2,980
	-3,875
	-5,080
	-12,690
	-11,455
	-6,910
	165

	CLOSING BALANCE
	7,290
	195
	-630
	-960
	-1,295
	-2,980
	-3,875
	-5,080
	-12,690
	-11,455
	-6,910
	165
	7,290


Assumptions:

1. Throughput

	
	Total
	Apr
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Jan
	Feb
	Mar

	THROUGHPUT
	
	
	
	
	
	100
	200
	300
	400
	500
	600
	600
	600


2. Price

Assumed to be £20 per until December 2009 and then £25 per unit thereafter.  Receipts one month in arrears

3. Cost of Sales

Assumed to be £12 per unit of throughput

4. Borrowing

Interest on loan 6%, interest on overdraft 9%.
Section 6.
Management and Staffing

You should provide details of the people who are going to be involved in the project – both the management and staff.  You should;

· Outline the key business managers, their roles and their skills.  Who is going to manage the different project areas? – E.g. construction, finances, grants, production, marketing etc.  Are the roles and management structure clearly defined?  You may wish to include CVs of key managers within the business plan

· Have you enlisted any outside help for the project – consultants etc.  What are their roles and skills?  How have they been chosen?

· What staffing is required?  What skills will the staff need and what is their job description?  How will staff be recruited?  What ongoing staff training and development plans are in place?

· What is the realistic cost of management, staff and consultancy?  Make sure these costs have been fully included in your financial plans outlined in the previous sections.

Section 7.
Risk Assessment 

All enterprises, especially new ones, are subject to risk.  Your business plan should identify the main risks to the project, quantify them, and describe how you would deal with that risk.  It may be helpful to outline this in a simple table format:

	Risk
	Likelihood of risk – H/M/L
	Potential Effect
	How Would Risk be Dealt With?

	Building work delayed
	M
	Delay in income stream – increase in financing costs
	Contingency built into project timetable.  Contingency within budget

	Lower than expected sales / throughput
	L
	Reduced income
	Increase overdraft.  Ask investing businesses for additional funds.

Additional market spending available.

	
	
	
	

	
	
	
	

	
	
	
	


If your budgets are in a spreadsheet then you may wish to run few a series of different scenarios and actually quantify in monetary terms the effect of different assumptions.

Section 8.
Wider Impacts 

This is not a traditional requirement in many business plans.  However, there is an increasing acknowledgment that a project’s effects should be judged in a wider context than the monetary returns to those who are promoting the project.  The LEADER grant system is certainly looking for evidence that applicants have thought more fully about the effects of their project on society.  Issues to be addressed in this section may include:

· The effect of the project on the local area.  This could include visual impact, transport issues, pollution effects (including noise and dust), and any effects of wildlife on habitats.  These might be short-term impacts whilst the project is being constructed, or longer-term impacts from the ongoing presence and use of a facility.  You should consider what measures are needed to mitigate these effects. 

· If the project is likely to have positive external impacts on the local area please state these as well.   

· You should also state if the project is likely to have benefits beyond the immediate local area.  This might be because it addresses wider regional or national policy areas such as reducing climate change, sustainable water use etc.  
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