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[bookmark: _Toc92875497]EXECUTIVE SUMMARY
This is a preview of all the five chapters and short notes on what is entailed. The chapters are shown below:
CHAPTER ONE: BUSINESS DESCRIPTION
This chapter talks much about the name of the business, how the business got its name and the justification of the name. Also, it talks about where the business shall be located, its address and the form of business ownership
CHAPTER TWO: THE MARKETING PLAN
The chapter describes the appropriate ways of acquiring the customers. It also describes how the business would deal with its competitors, also, how the business would meet the demands of its customers.
CHAPTER THREE: ORGANIZATION AND MANAGEMENT PLAN
The chapter describes how the entire business would be managed and also the qualifications and responsibilities of employees of certain positions.
CHAPTER FOUR: OPERATIONAL PLAN
It deals with the production process, the services offered and the regulations governing the operation.
CHAPTER: FINANCIAL PLAN
The pro-forma income statement which is described in tables comprising the business assets and its liabilities. It also describes the balance sheet showing the equality between assets and liabilities.




i

[bookmark: _Toc92875498]CHAPTER ONE
[bookmark: _Toc490254460][bookmark: _Toc92875499]1.0 BUSINESS DISCRIPTION
...( INSERT YOUR BUSINESS NAME).... is a business that shall be located in between one of the largest residential estates and business district in Nairobi. We shall secure a standard warehouse facility that is big enough to fit into the design of the business that we intend to launch
...( INSERT YOUR BUSINESS NAME).... shall retail a wide range of durable goods and non-durable goods at affordable prices from different brands and manufacturers both from Nairobi County and other neighboring counties as well
Apart from retailing the goods and products of top brands, our customer care shall be second to none in the whole county. We know that our customers shall be the reason why we are in business which is why we shall go the extra mile to get them satisfied when they visit our boutique  store and also to become our loyal customers and ambassadors.
The proposed business shall be registered as ...( INSERT YOUR BUSINESS NAME)..... The business is expected to commence in the year 2024 whereby the proprietor shall have finished her studies.
[bookmark: _Toc490254461][bookmark: _Toc92875500]1.1 VISION AND MISSION STATEMENT
To become the go to online  retail shop for our clients and become an independent, innovative, honest and sustainable retail outlet in which customers are able to choose from a wide range of goods at reasonable prices
[bookmark: _Toc490254462][bookmark: _Toc92875501]1.2 BUSINESS NAME, LOCATION ADDRESS AND LOGO
The proposed business name shall be ...( INSERT YOUR BUSINESS NAME)..... The name that shall attract customers who shall need our services in the retail sector. The business shall be located at Nairobi town opposite KCB bank.
[bookmark: _Toc490254463][bookmark: _Toc92875502]1.3 FORM OF BUSINESS OWNERSHIP
The business shall be a sole proprietorship type of business. The owner shall be the boss and the manager of the business. The owner shall decide on whether to employ other employees in the business or not.
[bookmark: _Toc490254464][bookmark: _Toc92875503]1.4 TYPE OF BUSINESS
[bookmark: _Toc490254465]...( INSERT YOUR BUSINESS NAME).... shall be an online boutique shop business in Nairobi. It shall serve the nearby residential community. We shall focus on providing our customers with boutique goods. Our store shall also include a home section that shall sell cleaning products, household essentials and beauty products. Despite the fact that we have several competitors, we are confident that our store has several competitive advantages such as home delivery service, pre-ordering of goods, ambiance, and excellent customer service.
[bookmark: _Toc92875504]1.5 PRODUCTS /SERVICES
The products offered shall include:-
i. Personal Care – shampoo, shaving cream, soap, hand soap
ii. Beverages – coffee, tea, juice, soda, drinks
iii. Cleaners – all purpose, laundry detergent, dishwashing liquid and detergents
iv. Home delivery service
v. Pre-ordering/boutique  pick-up
The customers shall enjoy the variety of the products as they shall be sold at a fair price




[bookmark: _Toc490254466][bookmark: _Toc92875505]1.6 JUSTIFICATION OF THE OPPORTUNITY
...( INSERT YOUR BUSINESS NAME).... is uniquely qualified to succeed for the following reasons:
Our location is in a high-volume area with little direct traffic, and will thus be highly convenient to significant numbers of passersby each day.
The area and management team has a track record of success in the retail business.
The online boutique shop business has a positive track and has succeeded in several parts within the town of Nairobi.
[bookmark: _Toc490254467][bookmark: _Toc92875506]1.7 INDUSTRY ANALYSIS
According to different researches from different organizations, these kinds of industries do well near areas of mass population, since the demand exceeds supply. These businesses gain more profit when the demand is high and when the products are not in season. The products are bought from within therefore reducing transport expenses.
[bookmark: _Toc490254468][bookmark: _Toc92875507]1.8 BUSINESS GOALS
The business intents to make its profit within the first year of service. The business shall expand and extent its business to other different places and its customers shall also increase in number. The business also intends to employ other employees to help in making the business be in progress.
[bookmark: _Toc490254469][bookmark: _Toc92875508]1.9 ENTRY AND GROWTH STRATEGIES
There shall be creation of awareness to customers of the existence of the business and the products offered. The business shall be advertised through radios and televisions, posters, stickers and magazines.
The business shall keep its profits and savings in banks like Equity and Co-operative banks since are cheap and affordable. Advertisements shall be made thrice a year as a way of marketing the business to different customers from far distance. The business plans to extend its products to most residential areas in Nairobi .to win potential customers the business shall offer its products to low price which shall also be fair to all customers.
In about four years the business would added van to transport the products to the premises the business shall intent to increase its employees due to the increased responsibilities the workers shall have attractive uniform which the shall be wearing for the purposes of hygiene .the business shall be making profits not having to spend a lot on buying assets for the business all the time.













[bookmark: _Toc490254470][bookmark: _Toc92875509]CHAPTER TWO
[bookmark: _Toc490254471][bookmark: _Toc92875510]2.0 MARKETING PLAN
Is the process of analyzing the patentability of customers shall be able to buy the products at any time since shall be bought in different quantities.
[bookmark: _Toc490254472][bookmark: _Toc92875511]2.1 MARKETING PLAN OBJECTIVES
The business shall advertise its products to different areas and customers through posters, televisions, radios, and magazines. Also, there shall be increase in sales whereby the owner shall equip the business with quality and quantity products to attract the customers.
[bookmark: _Toc490254473][bookmark: _Toc92875512]2.2 CUSTOMERS
...( INSERT YOUR BUSINESS NAME).... shall primarily serve the residents who live within a 10 mile radius of our store. The demographics of these customers are as follows:
2,000 residents
800 workers (who do not live the neighborhood)
The average income of the customers is 50,000 per month 
42% are married
47% in Management and Professional occupations
Median age: 35years
[bookmark: _Toc490254475][bookmark: _Toc92875513]2.3 MARKET TREND
The business intends to capture a percentage of 5 within the first year of start. The business shall increase more as it grows from one level to another. As the population is high, there are probabilities of it growing and expanding.
[bookmark: _Toc490254476][bookmark: _Toc92875514]2.4 COMPETITION
Since the business shall not experience a major problem of competition, other major boutique products are located far from the business. There are only two competitors. They are located far away from the business.
[bookmark: _Toc490254477][bookmark: _Toc92875515]2.4.1 DIRECT COMPETITORS 
[bookmark: _Toc490254478]The following businesses are located within a 5 mile radius of [Company Name], thus providing either direct or indirect competition for customers:
Quickmart
Established in 2006, Quickmart is a family- and employee-owned chain of 46 supermarkets in the Kenya. The company employs more than 2,500 associates, who provide personal attention and support to each customer. It offers a complete range of boutique products, as well as free child care for customers (1 hour maximum, first come/first served. The company gives back to the communities it serves via donations, event sponsorships, fundraisers and community events.
Naivas
Family owned and operated since 1990.It has 79 branches countrywide. The full service boutique store products. 
[bookmark: _Toc92875516]2.4.2 INDIRECT COMPETITORS
Within the town, there are also other different retail outlets. Some have a small stock supply. Since our business shall offer varieties of products, the small retail outlets, shall have no much impact to the business.
[bookmark: _Toc490254479][bookmark: _Toc92875517]2.4.3 COPING WITH COMPETITORS
The business shall have free offers after one has bought large quantities of products. Also, it shall produce good quality and quantity products with a fair price which every customer could be able to afford.
[bookmark: _Toc490254480][bookmark: _Toc92875518]2.5 METHODS OF PROMOTION AND ADVERTISING
The methods which shall be used to advertise the business are;
POSTERS
They shall be printed and decorated smartly with the business logo at the front and the products and services offered at the back. The posters shall be put on the bus stations and main areas where people gather, along the roads and on trees.
MAGAZINES
Magazines like the Standard and the Daily Nation shall be used mostly in advertising the business. As many people like reading magazines, they shall be reading the advertisements and be eager to know more about the business
STICKERS
These shall be put in public vehicles and shall have attractive colors to attract passengers to read. This shall ensure that the message reaches many customers whenever they are.
RADIOS AND TELEVISIONS
The business shall be advertised in radios and the televisions where everyone shall be able to hear and see the products been advertised.
[bookmark: _Toc490254481][bookmark: _Toc92875519]2.5.1 PROMOTION STRATEGIES
The business shall be able to lower the prices of their products to be affordable to all customers. There shall be provision of some allowances by transporting the business payment method for the customers.
[bookmark: _Toc490254482][bookmark: _Toc92875520]2.6 PRICING STRATEGIES
The products shall be of fair price and affordable to all customers. The demand and supply of the products shall be high. The products in season prices shall be lowered. The business shall ensure the prices are fair than of other competitors. 
[bookmark: _Toc490254483][bookmark: _Toc92875521]2.7 REMEDIES
...( INSERT YOUR BUSINESS NAME).... shall strive to have the best products in the marketplace. We shall co-operate well with the suppliers in order to source and get the very best products for our customers. The goods shall be monitored 24/7 by CCTV cameras and tightly guarded by police officers in order to avoid theft. have a tight security from police officers from nearby police post.
[bookmark: _Toc490254484][bookmark: _Toc92875522]2.8 SALE TACTICS
Products shall be sold at their right measures and quantity. This shall be done through cash or mobile payment, whereby the customers shall purchase the goods with either of the two methods. There shall be free samples to increase customers to buy the products. This shall be offered to customers who shall be buying large quantities of products. There shall be credit offer facilities to increase the sales. 
[bookmark: _Toc490254485][bookmark: _Toc92875523]2.9 DISTRIBUTION STRATEGIES
Goods sold at the supermarket shall be delivered to the clients either by using the company’s motorbikes or car. This shall be done with great care to avoid the risk of some products being damaged on the way either by bad weather or poor roads.













[bookmark: _Toc490254486][bookmark: _Toc92875524]CHAPTER THREE
[bookmark: _Toc490254487][bookmark: _Toc92875525]3.0 ORGANIZATION PLAN
Organization and management in any business is very vital since is the body which helps in smooth running of a production. Good management helps in proper utilization of resources available in the business. When the management is strong and co-operative, every activity in the business is capable to run well. The business shall have rules and regulations which shall be adhered to.
[bookmark: _Toc92875526]3.1 BUSINESS MANAGERS AND QUALIFICATIONS
· To have enough personnel whom the business shall afford to pay
· To ensure good care of customers through employment of qualified personnel
[bookmark: _Toc461181086][bookmark: _Toc92875527]3.1.1 Owner/Manager
The proprietor of the business shall be its owner/manager.
Name: ...( INSERT YOUR NAME)....
Duties and Responsibility
As the general manager, the owner shall have the following responsibilities:
· Coming up with ideas for the business
· Allocating duties to the juniors 
· Counter signs the enterprise transactions
· Recruiting workers and evaluating their  performance 
· He shall be the source of business capital both the starting and the operating capital
3.1.2 Assistance Manager
Age: 27 years old and above
Experience: The assistance manager should have a working experience of two years..
Qualifications: 
· He should be good at delegating work/ duties and at handling employees.
· He should be good at record keeping and solving business related problems.
· Duties and Responsibilities
· Take managerial duties in the absence of the general manager.
·  He shall assume the role of the supervisor and make sure that the daily activities are carried out effectively.
· To convey the grievances of the employees to the manager
· Make sure that all the workers are punctual and they adhere to all rules governing the business
[bookmark: _Toc92875528]3.2 PERSONNEL, NUMBER, DUTIES AND RESPONSIBILITIES
3.2.1 Sales representatives
2 post
Age: 25 years and above.
Experience:
Should have a one year experience either as a sales person in any other business or organization.
Expertise: As a sales manager, the personnel should be good at convincing people into buying the products on sales.
Qualifications:
(a) Should be a holder of a Kenya Certificate of Secondary Education with a mean grade of C plain. Certificate in sale and marketing shall be an added advantage.
Duties and responsibilities 
Collecting orders from the customers.
Generating awareness of the product to potential customers.
[bookmark: _Toc461181090][bookmark: _Toc92875529]3.2.2 Financial Manager 
Age: 24-35 years
Qualifications:
· Must be a diploma holder in economics
· Must be a computer literate
· Two years’ experience from recognized firms
Duties and Responsibilities:
· Banking daily cash sales
· Making payment of all business expenditure
· Keeping and storing financial records
· Processing payment rolls
[bookmark: _Toc461181092][bookmark: _Toc92875530]3.2.3 Driver
Age: 30-35 years
Qualifications:
· Should  have a valid driving license
· Should have a good conduct certificate
Responsibilities
· Ensure the vehicle is in good conditions 
· Transfer purchased goods to the customers destinations
[bookmark: _Toc92875531]3.3ORGANIZATIONAL STRUCTURE
Owner/ manager




Sales representatives

          Finance officer
Assistant manager

	

            Driver

[bookmark: _Toc461181095][bookmark: _Toc92875532]3.4 RECRUITMENT, TRAINING AND PRODUCTION.
[bookmark: _Toc461181096][bookmark: _Toc92875533]3.4.1 Recruitment
The business shall use posters and newspapers to advertise these jobs. The posters shall be placed at strategic points where they shall be easily noticed by people.
Recruitment shall be conducted through interviews to select the best fit candidates for the job applied for.
[bookmark: _Toc461181097][bookmark: _Toc92875534]3.4.2 Training
Training shall take place after employees’ recruitment. This shall be in order to improve the workers capabilities capacity and performance.
[bookmark: _Toc461181098][bookmark: _Toc92875535]3.4.3 Promotion
Promotion shall be given according or based on worker’s merits; depending on the amount of he/she brings to the business. However, promotion shall not involve raising the hierarchy level, but rather shall involve in salaries, incentives and rewarding. This is because the business shall not have many posts to allow promotion from one level to another.
[bookmark: _Toc461181099][bookmark: _Toc92875536]3.5 REMUNERATION AND INCENTIVES.
[bookmark: _Toc461181100][bookmark: _Toc92875537]3.5.1 Remuneration 
Workers shall be paid every month. The salaries shall be based on the fact of career occupation and duties to perform in the business. Work experience shall contribute much in the amount of salary to be paid basic pay for normal hours from 8am to 5pm shall be paid constant. Payment for extra hours shall be paid weekly.
[bookmark: _Toc461181101][bookmark: _Toc92875538]3.5.2 Incentives
All employees shall be given allowances and transport that is house allowances, medical allowances as the addition of their basic salaries. There shall be annual rewards to those who perform well in the business.
[bookmark: _Toc461181102][bookmark: _Toc92875539]3.5.3 Remuneration and Incentive table 
	 Employees Post
	 Number
	  Medical  
  allowances
	  Basic Salary
	  Total

	  Manager
	  1
	  4,200
	  14,000
	  18,000

	  Ass. manager
	  1
	  3,800
	  13,000
	  16,500

	  Financial manager
	  1
	  3,000
	  12,000
	  15,000

	  Driver
	  1
	  2,500
	  10,000
	 12,500

	  Sales Agent
	  1
	  2,500
	  6,000
	  8,500

	  Total
	  8
	  21,000
	  74,000
	  95,000


[bookmark: _Toc461181103][bookmark: _Toc92875540]3.6 LICENSES, PERMITS AND BY LAWS
[bookmark: _Toc461181104][bookmark: _Toc92875541]3.6.1 Licenses
The business shall acquire the following licenses in order to carry out its operations. 
I. Trade licenses
II. License from drug and poison board
[bookmark: _Toc461181105][bookmark: _Toc92875542]3.6.2 Permits
I. National social security fund (NSSF)- Employees should register with NSSF to compensate for any occurring loss.
II. National Hospital Insurance Fund- Employees should be registered with NHIF and make a monthly contribution to take care of their medical bills.
[bookmark: _Toc461181106][bookmark: _Toc92875543]3.6.3 By-Laws
3.6.4 Legal Requirement Table
	  Description
	  Requirement
	  Fee payable

	  Trade license
	 Business regulation
	  5,000

	  Health license
	  Drugs and poison board
	  2,000

	  NSSF
	  Labor laws
	  1,000

	  N.H.I.F
	  insurance
	  500

	  Single Business Permit  
	  County office
	  2 ,000

	  V.A.T
	  County office 
	  100


[bookmark: _Toc92875544]3.7 SUPPORT SERVICES
3.7.1 Bank
Business shall open accounts with Barclays bank and all its ATMs countrywide.
Customers are also going to be writing cheques or depositing cash in our accounts in any branch.
3.7.2 Insurance
Business shall insure its employers against accidents in their daily routine. The business shall also insure its building equipment’s and vehicles in Jubilee Insurance Company.
3.7.3 Training
Workers shall be updated regularly on new trends in the industry. They shall access internet services regularly which shall be paid for by the business in order to be exposed and learn more on new trends.
3.7.4 Communication
Services shall be offered by Safaricom and Telkom Kenya. This shall enable customers to call and order the products they need to be supplied with and bank services of delivery earlier. M-pesa shall also be used to send money for services.
[bookmark: _Toc461181108][bookmark: _Toc92875545]3.8 MANAGING CHANGE
In future, the business is planning to add more posts in managerial structure in order to cope with the work demand as the business grows
[bookmark: _Toc490254511][bookmark: _Toc92875546]CHAPTER FOUR
[bookmark: _Toc490254512][bookmark: _Toc92875547]4.0 PRODUCTION PLAN/OPERATION PLAN
For efficient delivery and selling of goods to the clients some tools, machines and equipment’s are needed to enable for smooth and easier process of production.
[bookmark: _Toc490254513][bookmark: _Toc92875548]4.1 PRODUCTION/OPERATION PLAN OBJECTIVES
These are the equipment’s and facilities that shall be used for effective production. These equipment’s should be operational and economical and be well utilized for successive progression of work flow.
[bookmark: _Toc490254514][bookmark: _Toc92875549]4.1.1 OBJECTIVES
· The objectives of the business are to increase the employee’s salary within a given period of time.
· As the business grows, there shall be new introduction of newer technologies like the barcode which shall reduce the workload on the workers.
·   The business should be having an increased profit within the first year
As the business name suggests, it shall offer the fresh, quality and quantity products for attraction of more customers.



[bookmark: _Toc490254515][bookmark: _Toc92875550]4.2 PRODUCTION FACILITIES AND THEIR CAPACITIES
	ITEM NO.
	NAME OF ITEM
	NO. REQUIRED
	UNIT COST
	SUPPLIER
	TOTAL COST

	1
	Fridge
	2
	40,000
	Jumia
	80,000

	2
	Computers 
	3
	10,000
	Jamii
	30,000

	3
	Motorbikes
	4
	20,000
	Jamii
	80,000

	4
	Barcode readers
	8
	50
	Njogu works
	400

	5
	Display Shelves
	20
	300
	luminac
	6000

	6
	Trolleys
	10
	100
	kenpoly
	1000

	7
	Bags
	20
	150
	luminac
	3,000

	8
	Trays
	2
	1000
	Jumia
	2000

	9
	Weighing scales
	10
	30
	Kenchic 
	300

	TOTALS
	
	
	
	
	202,700








[bookmark: _Toc490254516][bookmark: _Toc92875551]4.2.1 Required furniture and fillings
The business shall require different types of furniture to run well. This furniture is also needed to show beauty in the business and look worthy.
	ITEM NO
	ITEM NAME
	NO.REQUIRED
	UNIT COST
	SUPPLIER
	TOTAL COST

	1
	Reception desk
	1
	10,000
	Uchumi supermarket
	10,000

	2
	Office desk
	4
	3000
	“
	12,000

	3
	Office cabinets
	4
	3000
	“
	12000

	4
	Arm chairs
	4
	5000
	“
	20,000

	5
	Tables
	10
	1000
	Kenpoly
	10,000

	6
	Plastic chairs 
	20
	500
	Kenpoly
	10,000

	7
	benches
	3
	800
	“
	2400

	TOTAL
	
	
	
	
	76,400


[bookmark: _Toc490254517][bookmark: _Toc92875552]4.3 PRODUCTION/OPERATIONAL STRATEGIES
The business shall have other expenses which are also counted necessary for the success of the business for example, electricity, monthly salaries for the employees, advertising, insurance, repair and maintenance and other expenses. These are necessary for the business to grow and they shall be counted each per month


	ITEM
	AMOUNT

	Salaries
	107,200

	Insurance
	5000

	Electricity
	5000

	Advertising
	2000

	Repair and maintenance
	10,000

	Licenses
	3000

	Water
	2000

	Rent
	2000

	Totals
	136,000


[bookmark: _Toc490254518][bookmark: _Toc92875553]4.3.1 PRICING STRATEGY
...( INSERT YOUR BUSINESS NAME).... may be affected by problems which may hinder the progression of the business and its success. The pieces of the products may hike due to shortage of products.
· Overcharging by the Kenya Revenue Authority where they may overcharge thus leading the business into loss.
· The business may lent other customers and therefore unable to pay back, thus a loss
[bookmark: _Toc490254519][bookmark: _Toc92875554]4.4 PRODUCTION PROCESS
The responsible party and department that deals with the supply chain is expected to give out their very best in acquiring products for customers. The products sourced shall be top notch and of very high quality. 
[bookmark: _Toc490254520][bookmark: _Toc92875555]4.5 REGULATIONS AFFECTING OPERATIONS
· Some products may go bad and expire before being sold. 
· The employees may not be trustworthy thus stealing for the business therefore a loss.
· The shortage of supply of some materials and goods shall pose a challenge. 
· Shortage of processing Products for production of desired products
[bookmark: _Toc490254521][bookmark: _Toc92875556]4.5.1 REMEDIES
· The suppliers shall be required to supply the goods a month before the expiration date. 
· The business shall employ trustworthy employees who shall not bring theft in the business.
· Powerful equipment’s and machines shall be used to in the business for easy and faster processing.
[bookmark: _Toc92875557]4.6 INVETORY CONTROL
The products shall be investigated by the officials of Kenya Bureau of Standards where they shall be visiting the business two times a month

[bookmark: _Toc463005689][bookmark: _Toc57992597][bookmark: _Toc92875558]CHAPTER FIVE
[bookmark: _Toc463005690][bookmark: _Toc57992598][bookmark: _Toc92875559]5.0Financial plan objectives
The aim is to come up with an accurate record on how the business operates with the capital. Also it shall enable the owner whether he has incurred a loss or profit. In this chapter 1 shall achieve a profit growth from the business.
· To repay loan with 35% by year ending 2
· To save at least 15%of the profit per month
· Increase profit by 20% by year ending 2
· Increase capital by 5% per year
[bookmark: _Toc463005691][bookmark: _Toc57992599][bookmark: _Toc92875560]5.1Preoperational cost
These are costs that shall incur before the business becomes operational (starts operating).
	Particulars
	Amount(kshs)

	Marketing Consultant fee
Marketing Survey
Transportation
Renovation
License & permits
Furniture
Water Bill
Electrical Installation
Advertisement
Rent
	2,500
2,000
13,500
1,500
4,500
20,000
1,800
5,000
3,000
2,500

	Total
	56,300


[bookmark: _Toc463005692]

[bookmark: _Toc57992600]


[bookmark: _Toc92875561]5.2Estimation of Working Capital
Working Capital (WC) = Current Assets (CA) – Current Liabilities (CL)
                                                     Year 1                                 Year 2                            Year 3
	Current Assets
	
	
	

	Cash in hand
Cash at Bank
Stock of Finished Goods
Debtors
Stock Of raw materials
	75,000
40,000
20,000
21,500
30,000
	70,000
45,000
22,000
23,500
35,500
	69,500
50,000
24,000
24,000
38,500

	Total CA
	186,500
	196,000
	206,00

	Current Liabilities
	
	
	

	Creditors
Bank Overdraft
Tax Payable
Insurance
Wages
	20,000
10,500
5,000
8,000
4,000
	21,000
11,500
5,200
8,500
4,500
	21,500
12,000
6,000
8,700
2,000

	Total CL 
	47,500
	50,700
	50,200

	Net Working Capital
WC = CA - CL
	139,000
	145,300
	155,800


[bookmark: _Toc462941044]




[bookmark: _Toc57992601][bookmark: _Toc92875562] 5.3Peparation of the Cash Flow Projections
5.3 PREPARATION OF PRO- FORMA CASH FLOW TABLE
  Projected cash flow for the year 1 

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

	Bal B/F
	60,450        
	5,000
	3,050
	8,250
	11,150
	3,800
	7,150
	10,750
	7,100
	15,100
	13,620
	16,190

	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	50,000
	60,000
	55,000
	40,000
	52,000
	65,000
	40,000
	50,000
	50,000
	70,000
	30,000
	60,000

	Debtors
	10,000
	18,500
	19,500
	18,000
	18,000
	20,000
	17,500
	17,500
	18,000
	18,000
	17,000
	16,000

	Loan
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Total inflow
	60,450
	17,500
	22,550
	26,250
	29,150
	43,800
	14,650
	14,250
	15,100
	37,100
	10,620
	12,190

	CASH Outflow
	
	
	
	
	
	
	
	
	
	
	
	

	Creditors 
	450
	450
	400
	300
	350
	150
	150
	150
	100
	180
	130
	140

	Purchases
	20,000
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	8,000
	7,000
	6,000
	8,000
	2,000

	Salaries
	16,000
	16,000
	16,000
	16,000
	16,000
	16,000
	16,000
	16,000
	16,000
	16,000
	16,000
	16,000

	Transport
	4,000
	4,000
	4,300
	4,400
	5,000
	5,000
	5,000
	4,400
	4,450
	4,300
	4,300
	4,000

	Licenses
	8,000
	8,000
	8,000
	8,000
	8,000
	8,000
	8,000
	8,000
	8,000
	8,000
	8,000
	8,000

	Maintenance
	4,500
	4,500
	4,500
	4,500
	4,500
	4,500
	4,500
	4,500
	4,500
	4,500
	4,500
	4,500

	Loan Repay
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Loan Interest
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Advertisement
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000

	Water
	4,000
	4,000
	4,500
	4,000
	3,500
	3,000
	3,000
	3,000
	3,500
	3,500
	3,000
	3,000

	Electricity
	2,000
	11,000
	10,000
	11,000
	10,000
	11,000
	1,250
	12,000
	10,000
	10,000
	12,500
	12,000

	Insurance
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000

	Rent
	5,000
	50,000
	50,000
	50,000
	50,000
	50,000
	50,000
	50,000
	50,000
	50,000
	50,000
	50,000

	Total Inflow
	130,450
	140,050
	78,000
	90,150
	73,800
	67,150
	70,750
	71,100
	79,100
	70,620
	73,190
	80,050

	Net Flow carried down
	130,450
	140,050
	78,000
	90,150
	73,800
	67,150
	70,750
	71,100
	79,100
	70,620
	73,190
	80,050



5.3.1 CASH flow as at Year 2
	
ITEM
	
JAN
	
FEB
	
MAR
	
APR
	
MAY
	
JUN
	
JUL
	
AUG
	
SEP
	
OCT
	
NOV
	
DEC
	
TOTAL

	BF
	96,240
	16,030
	20,770
	30,335
	42,801
	19,590
	21,351
	24,589
	32,429
	21,889
	17,641
	18,711
	550,000

	Debtors
	-
	-
	-
	3,000
	4,000
	3,600
	3,200
	3,800
	4,500
	2,700
	2,500
	2,700
	30,000

	Sales
	60,000
	40,000
	30,000
	40,000
	70,000
	60,000
	54,000
	72,000
	60,000
	66,000
	67,000
	64,000
	70,000

	Total cash flow
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000
	70,000

	Creditors
	-
	-
	
	
	4,000
	5,500
	5,000
	6,500
	7,000
	8,500
	10,000
	8,500
	50,000

	Purchases
	20,000
	10,000
	10,000
	12,0000
	13,000
	15,000
	10,000
	15,000
	12,000
	14,000
	14,000
	7,000
	130,000

	Electricity
	500
	400
	600
	450
	550
	500
	700
	400
	400
	600
	500
	400
	6,000

	Telephone
	1,000
	900
	1,0000
	1,100
	800
	900
	1,300
	1,000
	800
	1,000
	1,2000
	900
	12,000

	Rent
	5,0000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	500
	50000
	60,000

	License
	6,000
	-
	
	
	
	
	
	
	
	
	
	
	6,000

	Postal
	400
	420
	425
	480
	380
	410
	385
	460
	375
	400
	465
	400
	5,000

	Water
	570
	590
	560
	570
	586
	583
	592

	560
	575
	529
	645
	638
	7,000

	Salaries
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	10,000
	120,000

	Advert
	6,000
	-
	
	
	3,000
	
	
	
	
	3,000
	
	
	12,000

	Insurance
	6,600
	-
	
	
	
	
	
	
	
	
	
	
	6,600

	Miscellaneous
	900
	950
	850
	954
	895
	946
	985
	940
	890
	920
	1,120
	1,100
	11,450

	Total cash flow
	20,000
	20,000
	10,000
	10,000
	10,000
	10,000
	10,000
	11,000
	4,000
	11,000
	10,000
	80,000
	840,000

	B.F
	6,030
	4,000
	2,335
	12,801
	11,590
	12,351
	11,589
	10,429
	7,889
	12,641
	13,711
	11,423
	120,000
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[bookmark: _Toc463005693][bookmark: _Toc57992602][bookmark: _Toc92875563]5.4Preparation of pro forma income statements
The aim of this section is to come up with an accurate and realistic data that can be expected in the real situation.
[bookmark: _Toc463005694][bookmark: _Toc57992603][bookmark: _Toc92875564]5.4.1Proforma of income statements
Income statement for the year ending 1 and 2
	PARTICULARS
	YEAR 1
	YEAR 2

	Sales 
Less costs of good solds
	2510000
650000
	2100000
800000

	Gross profits
	186000
	1300000

	Less expenses

Interest on loan
Preoperational costs
Rent
Salaries and wages
Electricity bills
Water bills
Advertisement 
Transport 
Loan repayment
Licenses and permits
Maintenance and repair
Insurance 
	

12500
18500
10000
20000
13500
14500
3500
80000
6500
16000
13000
25000
	

13000
17500
8000
18500
14000
15500
4200
75000
5200
14500
12500
31000

	Total expenses
	233000
	228900

	Net profit before tax
	1627000
	1071100

	Less provision for tax(15%)
	244050
	160665

	Net profit after tax
	1382950
	910435


5.1 

[bookmark: _Toc463005695][bookmark: _Toc57992604][bookmark: _Toc92875565]5.5preparation of proforma statement(s) of financial position
[bookmark: _Toc463005696][bookmark: _Toc57992605]5.5.1Proforma statement of financial position for the year ending 1 and 2
	ASSETS
	YEAR 1
	YEAR2

	FIXED ASSETS
Building structures
Land
Motor vehicles 
Machinery and equipments
Depreciation 
Total fixed assets
Current assets
Cash at bank
Debtors
Stock(finished goods)
Stock(raw materials)
Total current assets
Less current liabilities
Creditors 
Loan 
Total current liabilities
WORKING CAPITAL
NET TOTAL ASSETS
FINANCED BY:
Capital
Less drawings
Net profit after tax(20%)
Long term liabilities(loan)
	
500000
1100000
900000

650000
5000
3155000

50000
20000
25000
10500
105500

4000
8100
12100
500000
512100

250000
310000

652100

190000
	
650000
1500000
850000

550000
4500
3554500

68000
16500
23500
9100
117100

6500
9500
16000
250000
266000

450000
150000

734320

300000






	TOTAL LIABILITIES AND EQUITY 
	762100
	916000




[bookmark: _Toc463005697][bookmark: _Toc57992606][bookmark: _Toc92875566]5.6calculation of breakeven point
[bookmark: _Toc463005698][bookmark: _Toc57992607]5.6.1 Summary of the fixed costs, variable costs and sales table.
	
PARTICULARS
	YEAR 1
	YEAR 2

	Total sales
	680000
	850000

	Fixed costs
	
	

	Salaries and wages 
Land 
Rent
Insurance
Licenses and permits
TOTAL FIXED COSTS
	20000
1500000
18000
7500
5000
1550500
	_
_
_
_
_
_

	Variable costs
Pre-operational costs
Water bill
Electricity bill
Advertisement 
Transport 
Maintenance and repair
General expenses 
	
12000
1500
500
450
18000

850
750
	
18500
800
320
320
16500

420
610

	TOTAL VARIABLE COST
	34050
	37150




[bookmark: _Toc463005699][bookmark: _Toc57992608]5.6.2 Break-even point calculation table.
	ITEM
	FORMULA
	YEAR 1
	YEAR 2

	Breakeven  point
	Total fixed costs/(variable costs\sales)
	1550500/37150
=41.74
	1550500/37150
=41.74




[bookmark: _Toc463005700][bookmark: _Toc57992609][bookmark: _Toc92875567]5.7CALCULATION OF PROFITABILITY RATIOS
[bookmark: _Toc463005701][bookmark: _Toc57992610]5.7.1 Calculation of profitability ratios table.
	ITEM NO
	RATIO
	FORMULA
	YEAR 1  
	YEAR2
	YEAR 3

	1
	Profitability ratio
	Net profit*100
sales
	652100/680000*100
=95.9
	734320/850000*100
=86.4
	726100/950000*100
=76.45

	2
	Return on total assets
	Net profit  *100
Total assets
	6521100/4210000*100
=15.48
	734320/3671600*100
=20.0
	726100/3630500*100
=20.0

	3
	Return on owners equity
	Net profit
Owners equity *100
	652100/750000*100
=86.95
	734320/900000*100
=81.60
	756100/800000*100
=90.76



[bookmark: _Toc463005702][bookmark: _Toc57992611][bookmark: _Toc92875568]         5.8DESIRED FINANCING
[bookmark: _Toc463005703][bookmark: _Toc57992612][bookmark: _Toc92875569]5.8.1Desired financing table
	PARTICULARS 
	AMOUNT

	Preoperational Expenses
	500000

	Working capital
	15000000

	Fixed assets
	2000000


 
[bookmark: _Toc463005704][bookmark: _Toc57992613][bookmark: _Toc92875570]5.9PROPOSED CAPITALISATION
[bookmark: _Toc463005705][bookmark: _Toc57992614]5.9.1Proposed capitalization table.
	PARTICULARS
	AMOUNT

	Total advertisement
	250000

	Owners contribution
	500000

	Borrowed funds
	850000
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