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INTRODUCTION

In order to obtain financing for a project, either through traditional financing channels (banks and financial institutions) or through the new
financing tools studied in the FARMINFIN Catalogue, you will have to develop a Business Plan as a basic document to be able to sell your
project, and its viability, to potential investors.

This module provides you with a guide to the elements that should make up your Business Plan, explores you the questions you should ask
yourself and which area plans you should develop in order to give an overview of your project, the necessary means and the expected results.

Although it is common to focus on financial aspects as the basis for justifying the viability of the project, a proper prior analysis of the market,
the environment and your company will be essential to give consistency to all the operational plans shown in a business.

We hopethatalltheinformation and concepts offered in thismodule can helpyou to develop a Business Plan that will facilitate the identification
of opportunities and enable you to obtain the financing you need.

LEARNING OBJECTIVES

This module aims to provide you with the necessary knowledge to develop a Business Plan:
P For that, it is essential to carry out a detailed analysis of the environment, market and your SWOT analysis.

P From here you will be able to develop the different operational plans that meet your business and investment plan, this will configure the
framework of your strategy, objectives and their implementation in the different areas of the business.

P Developing a correct marketing strategy, evaluating the necessary resources and estimating the economic and financial impact of these
measures will be the fundamental tools to be able to promote your project to potential investors.

P Knowing and managing financial tools such as the Balance sheet, the Profit and Loss Statement and the Cash Flow Statement will be
fundamental to justify the viability of your business and its long-term sustainability.
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1. WHAT IS A BUSINESS PLAN?

* The business plan is the document used to analyse, evaluate and present a business project.

* With the business plan, the different alternatives for carrying out a business are examined, evaluating the technical and commercial
capacity (can it be done?), the economic-financial results (will we have the expected results?) and the obtaining of resources (do we have
the necessary resources?).

» At each stage of its development (start-up, growth, maturity, etc.), the company requires different approaches and tools to achieve its
objectives.

Objectives

of the business

Business plan

Sta rt-up o @ TS « Incorporation asa young farmer

* Launch of new lines of business

company
Business plan * Increasein marketshare
Growth for growth/ + New products or markets
expansion * Increased profitability

* Increased marketshare
* New products or markets
* Increased profitability

Business plan
for growth

Maturity




2. WHY DEVELOPING A BUSINESS PLAN?

The Business Plan is extremely useful for:

» Defining the business objective using the right information and conducting the right analysis.

» Use it as asalestool, in all types of relationships (e.g. with teams, banks, investment companies, etc.)
» Perform an in-depth analysis of the strengths and weaknesses to be found.

* Design a forecast of future results and needs.

* Integrate the objectives of the company.

Basically, the business plan is an essential instrument for analysing the viability of the company. The business plan has two fundamental
objectives:

1. Define the opportunity (future reflection)
2. Promote your plan

Conduct a
thorough
analysis of the
strengths and
weaknesses to

5 Uil Use it as a sales
tool, in all kinds
Have a forecast of relationships,
of future results (e.g. equipment,
and needs. banks,
investment
companies, etc.)

BUSINESS
PLAN

Define the
business
objective using
the right
information and
performing the
right analysis.

PROMOTE
THE PLAN

DEFINE THE
OPPORTUNITY
(Reflection)



3. BUSINESS PLAN VS BUSINESS MODEL

Many entrepreneurs and business people think that a business model is the same as a business plan. Both are interconnected, but there are

differences of which you should be aware.
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BUSINESS MODEL

A business model is part of your business plan and
does the following:

It determines how the business generates
money.

Identifies what your customers value most.

It shows the relationship between resources
and what the business offers.

It is something that you modify and adapt as
you move forward with your project.

The goal of your business model is to find a
formula that demonstrates how your idea is
viable, sustainable and scalable.

While a business plan:

Provide the details of your business.
Take the model approach and build on it.

Explain how you will attract and retain
customers and deal with competition.

Explain the financial stability of your
business at a particular point in time, as
well as future predictions.

Support the business model and explain
the steps necessary to achieve the goals
of that model.




4. BUSINESS PLAN ELEMENTS

1. Executive 2. SWOT
Summary Analysis

3. Market
Analysis

4. Competition 5. Strategic

6. Marketing

Analysis Plan and sales plan

7. Operational 8. Financial
Plan Plan

9. Contingency
Plan




BUSINESS PLAN ELEMENTS

4.1. Executive Summary 1

*  The executive summary is the summary presentation of a business plan. It consists of a summary of the most important points of the plan.

« Thesummary is prepared once the plan has been finalised and serves as a “letter of introduction” used to present the elements that make
up the business plan in a summarised form in different forums.

* The aim of the executive summary is to provide the target audience with an overview of the project, so that they understand what the
business consists of and how it is developed. It aims to generate interest in the business plan.

* The importance of the executive summary lies in the fact that it represents the key for the reader to become more deeply interested in the
project. It is the on/off button to move forward.

Structure of the Executive Summary:

» The description of the business: What the business consists of, what product or service that we are going to offer, what are its main
characteristics, what is the business model.

* The potential market: Quantify the possible market.

- Distinctive competence: How we differ from our competitors. What is it about the product or service that makes it different and better
than the competition.

- Competitive advantages: the aspects in which we will have an advantage over our competitors.

« The reasons that justify the business proposal: The reasons why the idea is considered a business opportunity. What is the market
situation, what unmet needs exist, what problem does our product/service solve, what improvement does it bring, etc.

« The business objectives: The business objectives over a three- or four-year horizon.

» The strategy: What will be used to achieve the objectives.

¢ The team: The people who will manage the project.

« The financial data: A summary of the financial data with a three- to four-year horizon.

* The resources needed: Especially the investment needed both with own resources and external resources.



BUSINESS PLAN ELEMENTS
4.2. SWOT Analysis 2|

A SWOT analysis is a strategic method used to identify the Strengths, Weaknesses, Opportunities, and Threats. SWOT identifies the internal
and external factors that are favorable or unfavorable to achieve our farm or marketing objectives. Identification of the SWOTs is essential
because subsequent steps in the process of marketing planning can be derived from the SWOTs and some goals could be set based on the
SWOT analysis.

So far, we have analyzed external elements to the company that can offer us opportunities or threats for which we must be prepared for our
marketing plan. But we must also know internal aspects may have a positive (strengths) or negative (weaknesses) impact on our marketing
plan. In this sense, we must reflect on those areas of our farm that can impact on it. Among these areas we must consider production,
management, finances, logistics capacity, team of workers, etc. From a deep study of our farm, we can identify the strengths and weaknesses
we have as a business.

Strengths
T g Weaknesses
c
= 1 Mostly looks int Ily at
] Ostly 100Ks Internally 4 Mostly an internal look at
= | the farm and answers the the farm and should
uestion “What does . i
J identify factors that need
each member of the
. _ . to be addressed to run a
family or business bring :
, , successful business.
to the business.
— . Threats
o Opportunities
s )
Y| Real /potential external Real/ _p_otentlal external
x . conditions you may or
wi | factors available to your
¢ . may not have control over
arm as new enterprises,
. that could affect the
low interest loans, etc busi
usiness.
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BUSINESS PLAN ELEMENTS

4.3. Market Analysis 3

It is essential that the aspiring company or the operating company makes a prior analysis of its objectives and capacities. This is the analysis of
the business opportunity. To analyse the business opportunity, the first step is to carry out an in-depth market analysis, for which we will study:

e The market.

« Customers and their needs. Strategic Operational
+ The competition. Elements Elements

e Qur resources.
* The business opportunity.

i Define the
Identify the .
target market — b95|n§55
objectives.
Identify the Developthe

action plan on

—— needsof this [ the marketing

market. Nl
Identify current Define the
—— and future —  necessary
demand. resources.
Carryouta Define the
segmentation. —  control
elements

Establish the
most
appropriate
strategy.
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Market research allows the company to know the market where it is going to
offer its products and services.

Market research, properly conducted, helps to determine the demand and to
know the quantitative and qualitative aspects of it.

Studying the market allows us to understand it and with this knowledge to
develop one's business strategy.

There are two types of information in market research: primary and secondary
information.

* Primary information: information that is necessary for a specific
purpose (e.g. Development of the business plan). It is obtained
through fieldwork.

« Secondary information: information that already exists somewhere
(e.g. bibliography, internet, databases, etc.). It is obtained from official
organisations, companies, newspapers, libraries, internet, etc..

12
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It is necessary to study the behaviour of consumers /customers to detect their consumption needs (type of products/services they need, why
they need them, etc.) and to find out about their purchasing habits (places of purchase, time, etc.). The objective of the analysis is to have
information that allows us to know the customer’s unsatisfied needs, their preferences, etc.

Sometimes we are not interested in operate in the entire market and will try to reach out to specific groups within our market. Therefore, it
may be interesting to divide the potential market into segments, i.e. homogeneous groups with similar characteristics. Examples of specific
targets: groups of people with a high purchasing power, families with children, people who are sporty and/or concerned about their health,
catering companies.

It is necessary to carry out a study of the client or consumer in order to answer these types of questions:

e Who are they?

*  Why do they buy?
+ How do they buy? Analisys Identification  Selection Mark. Mix

*  Where do they buy? e —— -
* When do they buy? \ ( Segment 1 )

*  How much do they buy? \ J

{ '

® 00
* How often do they buy? m Segment 2 [ Segment x ] 3 o
«  What do they think? ceeee \ / @ G
* How do they perceive the m Segment 3 [ Segmenty ] z 8
products or services? \ /

o 0000 00 r “

e

«  What are their weaknesses?

Sales

Segment...

\ 7

) S \S—

/
v Identification Selection .
MARKETING

4 Market\
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BUSINESS PLAN ELEMENTS

4.4. Competition Analysis

Michael Porter acknowledges that organizations are likely keep a close watch on their rivals, but he encouraged them to look beyond the
actions of their competitors and examine what other factors could impact the business environment. Porter identified five forces that make
up the competitive environment (market).

The following questions should be addressed:

*  Who are my competitors?

*  What products or services do they offer?

«  What is their differentiation strategy?

*  What is the market share of your competitors?

*  Whatis their pricing policy for their products or services?

*  What substitutes are likely to appear?

What are the trends in the sector in the coming years?

* How can the competition react to the entry of another competitor?

De ree Of Exit barriers Intermittent overcapacity Number of competitors
g This looks at the number and Sector concentration Product differences Quality differences
R iva| r . ) Fixed Costs Switching costs Customer loyalty
Y strength of your competitors Added value Brand identity
R . i Supplier concentration Size of supplier
Suppllers Number of suppliers and their Importance of volume of suppliers Presence of substitute inputs
control over your purchase prices, ifferentiation of inputs reat of forward integrations
ower trol y purch p Diffi T Th if f d

Impact of inputs on your cost Cost of changing to other supplier

Buyer volume Price sensitivi
Buyer y 1y

Number of buyers and their control  gargaining leverage Substitute available

Power over your sell prices. Buyer information Product differentiation
Brand identity Buyer concentration

Threat of Your position can be affected by Barriers to entry Government policy Switching cost
people’s ability to enter your Cost advantages Economies of scale Access to distribution

New Entry market. Learning curves Caplta!reqL{lrements Time and cost of E”FW
Access to inputs Brand identity Technology protection

Th reat Of This refers to the likelihood of switching cost

. . your customers finding a different g ver inclination to substitute
Substitution way of doing what you do Price performance trade off of substitutes

Porter “s Five Forces
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BUSINESS PLAN ELEMENTS

4.5. Strategic Plan

Companies, like people, must have a purpose and a personality that define
and differentiate them from other people. In the case of companies, this is
established through the definition of a strategic plan, in which their mission- Business Plan
vision-values must be described, and objectives are established to achieve

Farmer (Manager)

Mision Vision Value
them.
Who are we? Who do we want to be? What values do we have?
. . The mission is a statement The vision contemplates the Values are ethical principles
The strategy must be understood as a business plan that seeks to exploit your describing the purpose or goals we have set for and beliefs on which our
.. . . . reason for the organisation's ourselves in the future, what company culture is based,
competitive advantages in a way that allows you to differentiate yourselves existence. we want to become. which define our behaviour.
from your competitors, taking advantage of your business strengths, with the
aim of creating greater value for your customers. Strategic Objectives

The STRATEGIC PLAN is proposed at a company level in the long term, but Business Areas

each area of the business must contribute to the fulfilment of the objectives
under the premises established in its mission, vision and values.

I Marketing I Finance

What does the strategic plan contain and what questions does it answer?

*  What is our reason for being? - Our mission.

* Where do we want to go? - Strategic vision. . Product

*  What do we do well? - Distinctive competence. « Price

«  What do we want to do? - Strategic objectives. —1. Placement
»  What do we want to achieve? - Overall objectives. * Promotion
« How do we get to that future? - Action plan.

15



BUSINESS PLAN ELEMENTS

4.6. Marketing Plan a

Once defined the business and objectives it is necessary to design strategies. Marketing offers 4 basic instruments for this purpose. These 4
elements are the variables known as the 4 Ps for the first English letters of each of them: Product, Price, Place, and Promotion.

These variables are usually controllable by the company, but in SMEs they will only be relevant if we carry out our own marketing in which we
can maintain some power in the market.

*« Onthe one hand, the product and placement are strategic elements that can evolve but usually have a long-term permanence.
» On the other hand, price and promotion are tactical instruments that can be easily changed if we have control over them.

From the perspective of the buyer, these 4 Ps become 4C:

Product B Customer Value
Price P Cost
Place P Comfort

Promotion B Communication

Marketing Plan (Product)

e Our product will be any good or service that can meet the needs of our target audience (customer-buyer). In this sense, we should not only
focus on the characteristics of the product, but also on the benefits it generates, as well as the feelings for the consumer.

* An individual who buys an organic product, besides the need to eat, is usually looking for a healthy product, which also satisfies the need
for safety and tranquillity offered by such a product. From our perspective, we must consider which values or needs can be covered by the
purchase of our products (e.g. explore our capacity to generate experiences, link between the purchase of our products to emotional needs
of the users, link them to us in the long-term (loyalty).

* |In addition to these concepts, the product also consists of other aspects such as quality, design, brand, services, financing, warranty, etc.
To define a product, we must take all these into consideration and not meet a simplistic criteria. All together these features generate a
perceived value which makes each potential customer decide to buy or not for a specific price.

*  The set of different products that we put on the market determines our portfolio of products. We must decide on their complementarities,
homogeneity, and the way in which we will group them (Will they be sold in a grouped or individual way?).

16



*  Once we defined the characteristics that distinguish and identify our products, we have differentiating products. This must be then one of
our competitive advantages. The ways to differentiate are multiple, you can differentiate according to quality, price, design, image, services,
etc. In our case, the fact of supporting specific groups, differentiates us from other traditional products that do not provide that differential
value.

* Aspects that we must develop are the brand, the shape and the packaging, which will facilitate the recognition of the product, while
allowing differentiation of products and generating a positive image towards the product and the company.

To reinforce our competitive position, we must thrive to provide our products with all the differentiating elements possible, in this way we will
have a stronger product and we can reach out to more types of customers.

The brand is an intangible value linked to the product, incorporating cultural and emotional values. Differential elements are those that are
associated with the brand generating an emotional bond with the product.

We have already talked about positioning, which is the place you occupy in the mind of the consumer in relation to other products on the
market. It will depend to a large extent on all the differential attributes that we have associated to our product, and will determine the degree
of preference of a consumer towards our product.

Knowing our position, is relevant to maintain or correct the position we have in the mind of the consumer, there are several ways to position
one’s products:

* According to product characteristics

* Related to benefits or problems they solve

* Interms of type of use made

* By the class of users who access the product

* How it relates to other products of the same class or other classes

e So that it differs from other products of the same class

17



Product Life Cycle is a relevant concept as it tries to picture the behaviour of a product in the market taking inspiration from biological phases.
In this way, the evolution of a product can be explained from its launch to its disappearance. In this sense, 4 phases are defined: introduction,
growth, maturity and decline. These phases are associated with the evolution of sales and profits. The Product Life Cycle is a standard way to

analyze the evolution of a product, the behaviour of consumers and marketing or competition strategies.

" o

€
Sales (€) _> _ Time
Area Introduction Growth Maturity Decline
Sales Low They climb strong Growth / Stabilization Decrease
Benefits Priceless Highest point Decrease Low or negative
Consumers Innovators First adopters First majority Last majority. Late users
Competence Small or none Growing Intense Decrease
Marketing budget High High Decrease Low
Strategic approach Expand market Penetrate Market Defend Participation Productive
Marketing approach Product (availability) Brand preference Brand Loyalty Selective

Marketing instruments
Distribution

Prices

Product

Advertising investment
Publicitary estrategy

Stimulate trial

Product and Advertising
Unequal / selective
High
Basic
High
Innovators/sensitized

Stimulate repurchase
Attract new users

Product and advertising
Intensive
Decrease
Improved

High
Go to everyone
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New product uses
New users

Price and advertising
Intensive
Low
Differentiated
Moderate

Differentiate competitors

Keep users loyal

Advertising
Selective
Ascendant
Rationalization
Minimum
Focus on price



Marketing Plan (Price)

The classical economic theory establishes that when a price falls, the demand tends to rise and vice versa introducing at the same time the
concept of elasticity: if the demand growth is greater than the price decrease, the demand is elastic and if this does not occur it is inelastic.

The elasticity depends not only on the type of product but also on the type of consumer.

The price for marketing is the monetary value that the buyer is willing to pay for a good that meets their needs (utility) and that the seller is

willing to sell to cover his/her costs and commercial margins.

The unit costs, i.e. what it costs us to produce a unit of marketable product, determine the minimum price so as not to incur losses (profit/
losses = income-costs). The maximum price will be determined by the price sensitivity of the different segments of buyers (the average price
that a potential client is willing to pay). Therefore, the price-making decision must be made between these limits, conditioning the decision
to obtain a rational unit margin that guarantees us certain profitability and on the other hand the competitive position of similar or substitute

products sold by the competition.

The common pricing methods:
1. The costs

2. Competition

3. Thedemand

€ / unit Max. Max.

Margin Price Competitors

Price
Sales Total
Cost

Decision

Production Costs

Maximum user
price sensitivity

19

You can find more information related to “Price”
from afinancial perspective in the “Financial aspects:
basic knowledge and competences” module.




The cost method will allow us to set a minimum sale price, but normally in the market, large producers set prices that are usually the reference
for the consumer and the rest of the producers are positioned above or below that price.

Our position when it comes to prices can be based on the differentiation of the product that justifies whether we are above or below the
market leader. To respond to this differentiation of product/service (e.g. in terms of quality, availability, guarantees, etc.) 9 pricing strategies
are possible.

Strategies marked with “X” in the table should not be taken into account, in the upper line we find a strategic position in which we offer
better qualities, attributes and/or services than market leaders. Based on our cost structure, from our expectations of profitability and our

commercial objectives, we will position our price above, below or on a equal basis.

The positions marked in grey would be those in which we differ in prices, always offering lower prices, knowing that we are equal or worse
than our competitors in terms of product/service.

Price Differenciation
Higher Same Lower

More for More for More for

More the Same Less

Same for
X X Less

Less for
X X Less

Quality/Service
Lower Same Higher

20



Marketing Plan (Placement)
Once we have determined the product that we are going to sell and the sale price, we have to determine where we are going to sell and how
we are going to get the product to the final consumer. The distribution mission is to make our product available for purchase. In this sense,
we have to consider several concepts:

» Sales force: it constitutes the set of sellers that a company has. It isimportant to develop personal sales and involve direct contact between
the company and customers.

« Agents: third parties representing the products in exchange for consideration.

« Franchise: a form of collaboration between two companies. Under conditions fixed by a contract a company grants the other, in exchange
for a quantity and conditions, the right to operate a brand, ensuring services and assistance for such exploitation.

« Intermediary: person or organization that purchases our products to sell them to another buyer (thereby obtaining a profit) and actively
participating in the transfer of the product, which may affect the purchase and prescription process. The intermediary can be a retailer
who sells to the final customer directly or a wholesaler who sells to other intermediaries.

- Distribution channel: Set of intermediaries through which a product passes from the producer to the consumer.

The types of distribution channels are characterized by the number of intermediaries who act between the producer and the consumer:

Channel level O (Direct sale: on farm, on line, market, etc)
FARMER CONSUMER

Channel level 1
FARMER FRANCHISE

CONSUMER

Channel level 2 GROUP OF
FARMER CONSUMER
CONSUMERS
Channel level 3
FARMER DEALER CONSUMER

Channel level 4
FARMER WHOLESALERS DEALER CONSUMER



Marketing Plan (Promotion)
The promotion is based on communication to transmit information that stimulates the demand
for the products to which it refers. Among the objectives of the promotion we have:

+ Inform about the existence of the product, making its characteristics and needs that it covers
known.

» Persuade about the benefits it offers and stimulate demand.

« Remember the existence of the product and its advantages, to avoid changing brands

Within the commercial strategy, the company has to decide where its commmunication efforts are
heading and whether to allocate those to the chain and the intermediaries (push) or to the buyers

(pull).

« “Push” strategies: try to boost communication and resources to enhance the chain’'s action, so
that they are the ones who push sales. In this case, sellers, agents and intermediaries then are
the sales pushers.

«  “pull“ strategies: try to boost and allocate the resources in the communication to the buyer so
that they are the ones who go to the points of sale in search of the product. So here, the buyer
pulls the sales.

22
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Sales Plan

The sales plan should include:

Sales strategy
Sales conditions.
Sales force.

Hypotheses and efficiency
ratios.

Annual sales plan.

1. Sales strategy

1. Define the type of relationship
(direct, chain) with customers,
depending on the sector, type of

product/service, type of customer.

Direct
Value
Channel

Value

Direct Volume
Channel Channel

Sales

2. Define customer lev
and target sectors.

%—

Restaurants \<———

Cooperatives AV

els

Strategy

Online
sale

Direct
sale

Bulk
sales
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2. Sales conditions 3. Sales Force 4. H'ypotheses'and
efficiency ratios.

Define the conditions of
sale: price, discounts,
method of payment,

delivery, guarantee, etc.

The sales force is the instrument of
market relations. It must be at the
completely devoted to the business and
integrated with the rest of the areas.

Tasks:

+ Set commercial objectives in line with
existing business opportunities.

« Adequately size the sales force, in
accordance with market potential,
resources and aims.

« Distribute your sales network to
Mmaximize business opportunities.

+ Create an effective incentive plan to
compensate, motivate and retain.

24

You need to make sales
assumptions by applying
conversion ratios from sales
actions to real sales by channel,
product and customer type, in
order to estimate future sales as
accurately as possible. This can be
done based on historical
information or scenario building.

Sales Actions x Efficiency
Ratio=Sales
Sales x Price=Invoicing




5. Annual Sales Plan

My Farm 5 Years Sales Forecast
Concept Year 1 Year 2 Year 3 Year 4 Year 5
Units Sold
Product 1
Product 2

Total Sales
Average Sales Price
Cost of Sales
Gross Margin
% Gross Margin

Note: Structure of the Annual Sales Plan, which can be downloaded in Excel format for use as a work template.

25



BUSINESS PLAN ELEMENTS
4.7. Operational Plan
The Operational Plan includes the technical and organisational aspects necessary for the production of products or the provision of services.

In start-up companies, the plan can be very simple. But for specific investment projects that have an impact in this area in order to seek
growth or efficiency, this section may have special relevance for financing justification.

The operational plan contains four elements: products and services, processes, production programme and supply programme and stock
management.

Supply and

Product and Production
Services stock ProgEssEs Programme
mManagement
Production
Define : Define the capacity
| characteristics — e [ capacities [ (actual/expect
ed)
g Technologies .
| Compare with | Sources of | ond means | Production
competition. supply used control
Product or Suppliers Necessary
— service — (prices, Types of — equipment
L production .
management. conditions) (investments)
Define
industrial Production
— /utility models — Safety stocks — Process sketch schedule
and patents.
Certifications . . Organisational
— and approvals — Delivery times | sketch
Storage:
L— capacity and
cost
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BUSINESS PLAN ELEMENTS
4.8. Financial Plan 8 |

Assets and Liabilities
The Economic and Financial Plan aims to measure a basic objective of any business, which is its profitability, without forgetting that there is
a second objective necessary to be able to speak of viability, which is that of liquidity (cash flow).

In order to measure the profitability and liquidity of a business, we will rely on the management of certain financial documents that will be
part of the Economic and Financial Plan. These documents are:

1. The Balance Sheet. Which is constituted by the assets of the company and the means required to finance them or liabilities.

* a. Calculation of investment requirements. The initial investment of a company, from a technical point of view, is the company’s assets.
These assets include the goods and rights necessary to start the activity.

« b. Financing of investments. Once we have calculated the initial investment volume to start up the company, we will have to determine
how we will finance this amount.

2. Profit and Loss Statement. A company turnover comes from sales, although there may also be extraordinary income (see Sales Plan). The
structure of the Profit and Loss Account includes the classification of expenses and costs (differentiating fixed and variable costs).

3. Cash budget. When analysing the viability of a company, it is necessary to make an analysis of the company liquidity, as a lack of liquidity
can cause the death of a company. The cash budget records the company collections and payments

These documents have been previously studied in module B “Financial aspects: basic knowledge and competences”, where the
financial concepts necessary to face a Financing Project have been presented. In the present module we are going to list these
documents and we are going to offer you an excel document in which we collect several templates so that you can use them in
the elaboration of your Business Plan. These documents are of great importance for promoting your Business Plan. So, if you have
any doubts on some financial concepts, please refer to Module B “Financial aspects: basic knowledge and competences”.

Excel Link
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https://learning.farminfin.eu/wp-content/uploads/2021/06/Module-C_Tool-for-beneficiaries__Financial_Templates.xlsx

Your balance sheet offers a look at how much equity you have in your business. On one side, you need to list all your business assets (what you
own), and on the other side, all your liabilities (what you owe). This provides a snapshot of your business shareholder equity, which is calculated
as follows:

Assets - Liabilities = Equity

My Farm 5 Years Forecast Balance

ASSETS Year 1 Year 2 Year 3 Year 4 Year 5
Fixed assets
Start-up costs
Intangible assets
Tangible fixed assets
Financial fixed assets
Current assets

Inventories
Debtors
Liquidity
Total investments
CAPITAL AND LIABILITIES Year 1 Year 2 Year 3 Year 4 Year 5

Fixed Liabilities
Equity
Long term Liabilities
Current Liabilities
Suppliers

Debts c
Total investments Excel Link

These documents have been previously studied in module B “Financial aspects: basic knowledge and competences, if you have any doubts you can go back to review

contents.
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My Farm

5 Years Forecast Investments

My Farm

5 Years Forecast Capital and Liabilities

INVESTMENTS

Year 1

Year 2

Year 3

Year 4

Year 5

CAPITAL AND LIABILITIES

Year 1

Year 2 Year 3 Year 4

Year 5

Fixed assets
Start-up costs
Intangible assets
Patents and trademarks
Transfer rights
Computer software
Leasing
Tangible fixed assets
Land
Buildings
Machinery
Tools and tools
Furniture
Computer equipment
Transport equipment

Fixed Liabilities
Equity
Long term Liabilities
Long-term loans
Long term Debts
Leasing
Other loans

Current Liabilities
Short-term loans
Suppliers
Credit
Leasing
Factoring
Confirming
Forfaiting
Total Capital and Liabilities

Other
Financial fixed assets
Deposits
Current assets
Inventories

Debtors
Trade receivables
Receivables from public authorities
Liquidity
Cash
Banks

Total investments

Excel Link

These documents have been previously studied in module B “Financial aspects: basic knowledge and competences”. For details, please refer to module B.

Note: The Structure of the Balance Sheet document can be downloaded in an Excel format for use as a work template.
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Your income statement is designed to give readers a look at your revenue sources and expenses over a given time period. With those two
pieces of information, they can see the all-important bottom line i.e. the profit or loss your business experienced during that time. If you have
not launched your business yet, you can set a forecast for information purposes.

EBIT

EBT

EBITDA: Earning Before Interest, Taxes, Depreciation and Amortization (EBIT + Depreciation + Amortization).

My Farm 5 Years Forecast P&L Statement
Revenues, costs and Gross Profit Year 1 Year 2 Year 3 Year 4 Year 5
Revenues
Oter Revenues
Returns, refunds, discounts (-)
Total Revenues (A)
Cost of Goods Sold (B)
Gross Profit (C)=(A-B)
Expenses Year 1 Year 2 Year 3 Year 4 Year 5

Advertising and Promotion
Depreciation and Amortization
Insurances

Maintenance

Office Supplies

Rent

Salaries, Benefits and Wages
Telecommunication

Travels

Supplies

Other Expenses

Total Expenses (D)

Earnings Before Interest and Taxes (E)=(C-D)

Interests Expense (F)

Earnings Before Taxes (G)=(E-F)

Taxes (H)

Net Earnings (1)=(G-H)

Excel Link

These documents have been previously studied in module B “Financial aspects: basic knowledge and competences”. For details, please refer to module B.

Note: The Structure of the Profit and Loss Statement document can be downloaded in an Excel format for use as a work template.
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Cash Flow Statement
The cash flow measures refers to the flow of money in the company, i.e. inflows and outflows. This flow does not coincide, in most cases, with
the flow of income and expenses.

The profitability of a business is measured by the ability to generate profits, i.e. it is a consequence of the difference between the company's
sales and expenses.

The liquidity of a business is measured by the ability to meet all payments, and this is measured by the difference between collections and

payments.

My Farm

5 Years Forecast Cash Flow Statement

Year 1

Year 2

Year 3

Year 4

Year 5

OPERATING ACTIVITIES
Net Income
Changes in Working Capital
Depreciation and Amortization
Accounts Receivable
Accounts Payable
Deferred Taxes
Other

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES
Cash From Sale Of Capital Assets
Cash Paid for Purchase Of Capital Assets
Increases in All Other Long-Term Assets
Other 1
Other 2
Other 3

NET CASH FROM INVESTING ACTIVITIES

FINANCING ACTIVITIES
Proceeds from Common Stock Issuance
Proceeds from Long-Term Debt Issuance
Dividends Paid Out
Proceeds from Preferred Stock Issuance

NET CASH FROM FINANCING ACTIVITIES

CASH AND CASH EQUIVALENTS AT END OF PERIOD

Excel Link

These documents have been previously studied in module B “Financial aspects: basic knowledge and competences”. For details, please refer to module B.

Note: The Structure of the Cash Flow Statement document can be downloaded in an Excel format for use as a work template.
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Financial Ratios

Liquidity
Ratios

Profitability

Ratios

Activity
Ratios

Leverage

Ratios

The main objective of any liquidity ratio is to measure the company’'sshort-term solvency. It states the company’s
efficiency and capability to pay off its current liabilities and debts by using its current assets.

Current Ratio = Current Assets / Current Liabilities

Quick Ratio = Current Assets Less Inventory / Current Liabilities

Cash Ratio = Cash + Marketable Securities / Current Liabilities

Profitability Ratios measure the company’'s capability and efficiency to use its capital to generate revenue and
ultimately profits. Generally represented in % terms, it represents the relation of the unit in terms of % of sales.
Gross Profit Ratio = (Gross Profit / Net Sales) * 100

Net Profit Ratio = (Net Profit / Net Sales) * 100

Operating Expense Ratio = ((Cost of Goods Sold + Operating Expense) / Net Sales) *100

Return on Capital Employed = (Profit before Interest and Taxes / Capital Employed) * 100

Activity Ratios measure the company’s capability of managing and converting its assets into revenue and cash. It
showsthe company'’s efficiency to use its assets to generate revenue.

Inventory Turnover Ratio = Cost of Goods Sold / Average Inventory

Debtors Turnover = Net Sales / Average Debtors

Total Assets Turnover = Sales / Average Total Assets

Fixed Assets Turnover = Sales / Average Fixed Assets

Similarly to liquidity ratios which are used to understand the company’s short-term solvency, leverage ratios
contribute to determining the long-term solvency aspects of the company.

Debt Equity Ratio = Total Debt / Total Equity

Debt Ratio = Total Liabilities / Total Capital

Proprietary Ratio = Shareholders Funds / Total Assets
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BUSINESS PLAN ELEMENTS

4.9. Contingency Plan 9|

During the development of the plan and its implementation, unexpected events may occur that change the working hypotheses with which
the business plan has been developed.

To deal with these unforeseen future events, it is necessary to take into account which events are the most likely to occur and to develop an
alternative plan (contingency plan) to limit or cancel their effects.

We can distinguish two types of risks: those specific to the In any Business Plan it is necessary to include possible
market and those intrinsic to the project itself. contingency strategies in case the business does not
achieve its objectives. Some of the most common
1. Basic risks affecting the market: contingency strategies may be:
» Lower growth than expected
* Uncertainty inherent to the sector which can lead to « Sell all or part of the company to other companies.
considerable discontinuities in short periods of time. o Alliance with one partner from the sector.
« Higher costs than expected . * Sale or rent the results of the investments.
* Unexpected entry of a competitor. * Sale the customer base.
e Product not matching customer needs.
» Etc.
2. In the assessment of the risks that may affect the
business, it is necessary to include concrete measures
to deal with them.
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CONCLUSIONS

1. Obtaining financial support is not easy, the requirements are often difficult
to meet, but providing a clear and precise vision of your investment plan and
your business project can be a great help in the process of obtaining financial
support.

2. The financial aspects are fundamental in a Business Plan, but carrying out
a thorough analysis beforehand will give consistency and veracity to your
projections and operational plans.

3. You must have a clear idea of what you want (mission, vision and values), what
you need and how you are going to invest all your resources to achieve your
strategic and operational objectives.

4. Making these aspects visible in the operational plans (Marketing, Sales,
Operations, etc.) together with the development of economic and financial
projections should be the basis of your Business Plan.

5. Know the concepts, work on them and use them as tools to give shape to

your project idea, but always taking into consideration to who you are going
to address it. With this aim, it is also essential to know how to communicate it.

34



REFERENCES/LINKS

* De laVega, |. The Business Plan: An indispensable tool. Business Institute.

» Barrow, Colin Barrow, Paul Brown, Rober. The Business Plan Workbook. Kogan Page.

* Coke, Al. How to create a successful business plan: a manager “s step-by-step guide. Amacom.
« Johnson, Ron. Perfect Business Plan. (Century/Arrow)

* Santesmases Mestre, Miguel. Fundamentals of Marketing, Ed. Piramide.

» Santesmases Mestre, Miguel. Marketing, Concepts and Strategies, Ed. Piramide.

¢ R. Alonso Sebastian. Agrifood Business Economy. Ed. Mundiprensa.

» Ballesteros, Enrique. Agricultural and Food Business Economics. Ed. Mundiprensa.

* Kotler, Philip. Broadening the Concept of Marketing. Journal of Marketing. 1969.

35



PARTNERS

HOF UND (I)n O
L EB EN prOjeCtS ﬁ Klgver:jarr::evtgl:iflﬁgfﬁgersitet

PROJECT COORDINATOR Hof Und Leben (HuL), Germany On Projects Advising (OnP), Spain Folkuniversitetet (FU), Sweden
The European Council of Young www.hofundleben.de www.onprojects.es www.folkuniversitetet.se
Farmers (CEJA), Belgium
www.ceja.eu
‘ rd
:' - 4. . Asociace
~\y/Agricoltura é Yita soukromého

FORMAZIONE RICERCA INNOVAZIONE

zemédélstvi CR

associazione promossa da Cia-Agricoltori Italiani

Social media Agricoltura E' Vita (AéV), Italy The Association of Private Farming Unipn de agricgltoresy ganaderos

S www.agricolturavita.it of Czech Republic (APF CR), - jovenes agricultores de Jaén

Czech Republic (COAG-Jaén), Spain
WWW.asz.CZ Wwww.coagjaen.es

Project webpage

Pel Co-funded by the
LNl Erasmus+ Programme
e of the European Union

Financed by the European Union. The European Commission support for the production
of this publication does not constitute an endorsement of the contents which reflect the
views only of the authors, and the Commission cannot be held responsible for any use
which may be made of the information contained therein.

Project n® 2019-1-BE01-KA202-050397


https://www.facebook.com/farminfin/
https://twitter.com/farminfin

