Business Plan

Disclaimer

Please refer to the following terms and conditions before using this business plan template.  By using this template, you agree to the terms and conditions set out below.

This template is jointly compiled by ACCA (Association of Chartered Certified Accountants) Hong Kong and the Trade and Industry Department of the Government of Hong Kong Special Administrative Region (collectively referred to as "the Compiler") for use as general reference only.  While every effort has been made by the Compiler to ensure the accuracy of the information delivered in this template, the Compiler shall not be liable for any error, omission or misrepresentation in such materials.  Moreover, the Compiler shall not be liable for any economic or any other loss or damages (including without limitation to any real or anticipated increased costs or expenses, loss of profits, business contracts and revenues, and business interruption) incurred or suffered by any person using this template.

To encourage a wider distribution of business planning information for general reference purpose, the Compiler would have no objection for users to disseminate or reproduce the materials or part of the materials on this template, provided that the users indicate the materials are obtained from ACCA and the Trade and Industry Department, and that the re-dissemination or reproduction is for a non-commercial purpose.

BUSINESS PLAN

Purpose of a Business Plan

As the owner of your business, you probably have an extensive knowledge of your business and the industry you are in.  Nevertheless, regardless of your current business stage, it is worthwhile for you to take one step away from your daily operations and spend some time to prepare a business plan and review it regularly as you work along.  A business plan visualizes your thinking process about your own business and helps you to focus on where you want to go.  It also acts as an operating tool to help you to evaluate your business performance.  Hence, during the process of preparing your business plan, you will be able to assess how viable your business is, and what options and alternatives you may have for future business growth.

In practice, a business plan can also serve a critical role to obtain funding for development and growth of the business.  It is an effective tool to facilitate your communication with external parties including banks, financial institutions and potential investors by means of a systematic presentation of your business.  

While we stress the importance of a business plan, business owners should not deem that the preparation of a business plan ensures any financing opportunity.  Each financial institution and investor has its own guidelines and criteria when considering a financing proposal, so conducting a business plan itself DOES NOT guarantee a higher chance in getting external funding.  

General Principles of Writing a Business Plan
1. Make your business plan user-friendly, easy to read and understand.

2. Use charts and figures along with descriptions and interpretations.

3. Decide who is the reader: bank or investor, and tailor your business plan for specific purpose.  For instance, you should focus on cash flow adequacy for banks and potential return with payback period for investors.

4. Follow a complete structure to present your business in an organised way.
5. Include a general market overview / market analysis to show your understanding of the industry and your business position.

6. Emphasize your business uniqueness, strengths and competitive advantages.

7. Develop realistic but aggressive projections, explain use of fund and expected payback period.

8. Complete all the sections of a business plan first, then put all the highlights in the Executive Summary concisely.

9. Review and edit before presenting it.

Tips to write a Business Plan

1. Tailor your business plan to suit different readers.

2. Focus on what the reader is looking for in a business plan, e.g., payback period, return on investment, etc.

3. Emphazise your real strengths.

4. Write in plain words, get to the point and make it clear and comprehensive.

5. Use figures, percentage and quantifiable information.
The attached template is only for reference. 

BUSINESS PLAN

[Name of Company]
	EXECUTIVE SUMMARY
General guidance
This is the most important part of your business plan.  It provides a summary of the highlights of your business plan and tells the readers what you want.  The length of this statement depends on the complexity of the business.  Although this statement is put at the front of the document, it is the last section to be written, bearing in mind the following tips:   
· Have a concise statement to emphasize the main points of your plan.  
· Technical jargons should be avoided.  
· Tailor your business plan to suit different use.

· When using your business plan to raise finance, highlight the investment / loan amount required, how the funds raised will be used, how your company is going to generate sufficient cash flow to service the loan, and / or how your company is able to generate an acceptable rate of return for investors.

	.




	Section 1: THE BUSINESS
General guidance

You have to tell what your business really is, such as the nature and substance, the type of operation, to whom you sell, how the product is distributed, and the business’ support systems.  You should be specific in showing how you give your business a competitive edge.
When preparing this section, the following points could also be noted:
(1) Mission

(2) Eco-coalition

(3) Attraction

(4) Trade situation

(5) Social relation



	


	SECTION 2: INDUSTRY ANALYSIS

	General guidance
There are two elements to consider in preparing this section: an overview of the industry and a summary of your business' position within the industry.  It helps to footnote major observations and sources of information for the data provided where appropriate, to show the reliability of the information.


	2.1 Industry overview
General guidance
You need to understand the industry in which your business operates.  Points to cover the industry include size, major players, the entry barriers
, the markets and customers, the profit margin, the national, economic and technological trend affecting it, any special regulation relating to it, and its long-term outlook, etc.


	2.2 Position in the industry

General guidance

Whilst the previous section covers the industry as a whole, this section refers more particularly to your own business.  The mostly adopted way of presenting the company’s position within the industry is by means of an analysis of the company’s strengths and weaknesses, as well as the opportunities and threats in the external environment.  



	SECTION 3: MARKET ANALYSIS

	General guidance
In this section, you need to demonstrate your knowledge about the marketplace you operate in, as well as the important trends and drivers.  It helps if you can show that you have done the market research to justify what you say in this plan.


	3.1 Target market

General guidance

You need to define the group of customers you want to target, characteristics of this group of customers such as their gender and income level, the geographic location of the group, the size of the group, the estimate of your share of this group, as well as your pricing strategy to achieve this share, and any factors which may cause your customers to switch to other products / services, etc.  You can also indicate whether the particular market segment is growing or declining.  Important trends and the reasons behind should also be illustrated.


	3.2 Market segmentation and positioning

General guidance

You will need to identify a specific group of customer amongst your target group, and assess how your product / service is perceived and evaluated as compared to your competitors.



	3.3 Competitor analysis

General guidance

First of all, identify who your competitors are.  For each competitor, determine what their market share is, and estimate how long before new competitors enter the market.  Identify your competitors’ strengths and weaknesses.  If possible, try to understand your competitors’ operations such as their cost structures, major markets, size, sales, production methods, etc.  It is not only important to understand why and how a competitor is doing so well, but also important to know what mistake a competitor has made. 



	SECTION 4: MARKETING STRATEGY
General guidance

This section is crucial.  It gives a good indication of the business’ chance to succeed.  It refers to your adoption of various means or ways that make your products / services known to your targeted customers and arouse their interest to purchase your products / services.  You can start formulating by using 4P’s approach, i.e., product / service, pricing, promotion and place.


	4.1 Products / Services
General guidance
How do your products / services meet your customers’ specific needs?  You can focus on the uniqueness of your product / service and how customers benefit from using your product / service.  


	4.2 Pricing

General guidance

Is the price that you charge along with the market?  Or are they value-for-money? Or are they charged at a premium that creates a social status that customers enjoy?  The price you charge has to be competitive but still allows you to make a reasonable profit.


	4.3 Promotion

General guidance

This section describes how you are going to deliver your Unique Selling Proposition to your prospective customers.  Which medium is the most effective way in reaching your target market?  How much do you plan to spend on advertising?  


	4.4 Place

General guidance

This refers to the distribution channel, physical or visual, to make your product / service easily accessible by your targeted customers.  You can also consider the costs associated with the distribution channel, whether the distribution method affects production timeframe or delivery, etc.



	SECTION 5: PRODUCTS AND SERVICES
General guidance

This gives a description of your products / services and your reasons that they can fulfill the needs in the market.  Are they innovative?  Do your existing products / services have new features that make them more attractive to users?  Do you invent a new application of the products?  Or can you charge the existing products at a much lower price because you have a way to lower your own cost?  These are the cutting edges of your products /services that are appealing to investors.  The statement that you make should refer to the findings and conclusion you presented in previous section. 
You can also classify your products / services into 4 groups, animated by 4 icons, according to the market growth and market shares: Star
, Cash cow
, Dog
 or Question mark
.


	


	SECTION 6: ORGANISATIONAL STRUCTURE
General guidance

You should set out the ownership structure, your management team and the organizational structure in this section.  Backgrounds of key members of the management team, personnel strategy and details could be included.  This is important as it sets out how the experiences of these key members can help the business to be successful.  The organizational structure provides a basis to project the operating expenses.  Depending on the nature and size of the business, you should determine the type of personnel required to perform the required tasks and whether there are any gaps that need to be filled.


	


	SECTION 7: OPERATIONAL PLAN
General guidance
In this section, you need to describe how the company’s production and operational management, marketing and human resources management and financial management are done.  This includes who your suppliers are, what alternative arrangements you have in place if these suppliers let you down, the quality control measures you have made, etc.  You may show that the internal control and risk management systems are in place.  Assessing the risks is also very important.  You should consider a range of what-if scenarios and how you plan to mitigate these risks.


	


	SECTION 8: FINANCIALS
General guidance

In this section, you need to demonstrate whether your business is financially viable.  Basically, you should prepare three-year projections of the following statements: Projected income statement
, Projected cash flow statement
 and Projected balance sheet
.  Financial ratios and key performance indicators such as break-even, turn-around time, profitability ratios, payback period, rate of return on investment, liquidity ratios and stock turnover can also help readers to have a better understanding of your financial and operational performance.  A realistic sales forecast forms the basis for all your other figures.  For every forecast, list all your key assumptions such as prices, sale volume, timing, etc.


	


� This is the core value of the business.  Apart from generating profit, how the business can create betterment of the community could also be considered.


� Eco balance and environmental protection is a very popular topic nowadays.  Things like sewage control, recycle fuels could be considered.  Label your business green, it helps.


� Tell people the niche, selling point of your business.


� This refers to the macro-environment of your business.


� How do you manage to carry out your social responsibility by being the owner of your business?  How do you get involved in the local community?


� Factors such as government policy, capital requirements for the particular industry, switching cost, changing technology, competitive pricing, existing patents and trademarks, etc, are to be considered.


� This refers to business units with a high market share in a fast growing industry.  Sustaining the business unit’s market leadership may require extra cash.  When growth slows, stars can become cash cows if they have been able to maintain their category leadership.


� This is the business unit with high market share in a slow growing industry, and generates cash in excess of the amount of cash needed to maintain its business.  Investment may not be worthwhile as it may be wasted in an industry with low growth.


� This refers to business units with low market share in a matured, slow growing industry.  They typically “break even” and generate barely cash to maintain the business units’ market share.


� Question marks are growing rapidly and thus consume large amounts of cash.  However, as they have low market share and do not generate much cash, they need to be analysed carefully to determine whether investment is worthwhile.


� It gives a clear indication of when and why the business is profitable.


� It shows how much money you expect to be flowing into and out of your bank account and when.  You must show that your business will have access to enough money to survive.


� This shows the financial state of your business on day one and at year end.





