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Section 1: 
Guidance notes for BOF grant

Introduction

T

his booklet is a guide to the Business Opportunity Facility (BOF) provided as capital grant for marketing and enterprise promotion under the overall framework of the Agriculture, Marketing & Enterprise Promotion Programme (AMEPP).

The information contained in this booklet will help you to understand the provisions under the BOF scheme, and prepare and submit the application and other necessary documents to the PFO through Facilitation Cell at Dzongkhag to avail the BOF funds. The information contained herein is not exhaustive and may be updated from time to time during the lifetime of the AMEPP.

Before submitting the application, you should read all information contained in this booklet and provide true and accurate details.  

What is the Business Opportunity Facility (BOF)?
The BOF is a special fund under the direct management of the AMEPP-PFO. The fund would be utilized to provide a direct capital subsidy to both budding individual entrepreneurs and group enterprises that are covered by an approved business plan and that qualify for borrowing from BDFCL under its Single individual loan (SIL) or Group Loan (GL) scheme. The BOF support would be a one-time capital grant.
Legal basis

The BOF award and use of the grant money will be in strict adherence to the agreed terms and conditions, between the PFO and entrepreneur. The general principles and all provisions under the BOF is subject to change anytime during the project period, depending upon the review and evaluated recommendations of the donor, and implementing agencies. 

Who is the target group?

New or emerging individual and group entrepreneurs are the target group for BOF grant.

What is the objective of BOF?
The broad objective of the BOF is to support all activities that provide backward and forward linkages to agricultural, livestock and NTFP production being undertaken in the programme areas, via direct provision of capital grant.

The BOF grant focuses on encouraging the emergence of new and budding entrepreneurs, both individuals and farmers groups, that add values to farm outputs by processing or packaging in the project area.
Besides addressing the needs of mainstream enterprises, mostly using known and proven technologies and producing for fairly well-established markets, BOF grant is also aimed at mainstreaming of viable innovative enterprises. Therefore, activities receiving grant support from other projects and MIF fund will be considered for BOF grant for possible up-gradation and commercialization after study of its performances and the need for grant. 

The BOF grant will also be made available to existing entrepreneurs that are consistent with BOF objectives and is intending to take up enterprise development activities, which provide backward and forward linkages to the production activity in the RNR sector. 

What is the scope of the fund?

The BOF provides capital grant for processing and/or marketing activities that ultimately add value to farm produce.

The grant can be used to purchase assets specifically identified in the business plans and agreed in the contract. The grant fund cannot be used for construction related activities and it would only assist in procuring machinery and equipments.

What is the size of BOF and basis of cost sharing?

The ceiling of individual grant is Nu 1.5 million only. All proposals that create maximum direct and indirect employments are eligible for the BOF grant which would be generated by the enterprise, technical and financial viability, cost of investment and size of enterprise.

BOF provides 75% of investment cost subject to maximum of Nu.1.5 million (i.e. machinery & equipments). The entrepreneur has to contribute 25% of the investment costs through personal or borrowed resources.
Who manages the funds?
BOF funds will be managed by the Project Facilitation Officer (PFO) who will release the funds on the explicit recommendation of the technical team at PFO. 
What are the integral processes of BOF?

The BOF proposal would be appraised by respective BDFCL offices for its eligibility under the SIL or GL scheme if the proposal intends to avail loan.

The proposal is then appraised by the BOF Facilitation Cell (FC) established at each Dzongkhag. The FC committee for BOF comprise of following members.

· Relevant Dzongkhag Sector Head (DAO, Dz.FO, DLO)

· Dzongkhag Marketing Officer/ Dzongkhag Marketing Focal Person

· Regional Manager, BDFCL

The main function of Dzongkhag Facilitation Cell committee is to carry out a techno-economic feasibility study at the Dzongkhag level and upon the verification, recommend the proposal to the PFO Task Force for approval. The FC is also entrusted with the task of sensitizing and promoting access of BOF to potential entrepreneurs to generate BOF proposals. The relevant Dzongkhag sector head together with Dzongkhag marketing officer will coordinate and lead the FC committee. Upon receiving the recommended proposal from Facilitation Cell, the PFO Management Force would carry out the thorough techno-economic feasibility study and then only recommend for the approval of the proposal. 
The PFO management team is the main custodian of the BOF grant and an ultimate approving authority of proposals. 
What are the other general rules?
· BOF funds will be granted to projects that are receiving assistance from other AMEPP components or regular Dzongkhag or sectoral activities after careful study of its operation, performance and the need for grant. 

· Projects should be able to demonstrate their economic viability and should have identified clearly the markets for their products.

· Projects should be complete in all respects of application, proposals and business plans.
When to apply?

Applications can be made as per the time schedule. The proponent should be ready with his/her proposal from July to August of the Fiscal year and it should reach to Dzongkhag Marketing Focal person. Upon receiving the proposals from the respective Dzongkhag, the Facilitation Cell would carry out their techno-eco feasibility at their level and give their findings to the PFO Task Force for the recommendation. The recommendation would be forwarded to PFO Task force by the second week of October.  The PFO Task Force will carry out necessary assessment and come up with definite output and results by mid of December. 
How to apply & submit proposal?

BOF application forms along with other information are available in the six eastern Dzongkhags of Trashigang, Mongar, Lhuntse, Trashiyangtse, Pema Gatshel and Samdrup Jongkhar. They are available with Dzongkhag Facilitation Cell in the Dzongkhags looked after by the Dzongkhag marketing officer.
Application forms have to be filled completely and correctly. Detailed business plan with marketing, production, commercial, investment and financing plans should be highlighted. The details of project activities, their timeline and costs have to be mentioned.

If an enterprise proposes for loan then proposals should have been duly verified by respective BDFCL offices as eligible for either SIL or Group Loan (GL) scheme. Then application together with proposal will have to be submitted to the relevant Dzongkhag sector head who will acknowledge the receipt of the application.  Application will then be checked for completeness and primary requisites. You will be notified if the application is ineligible for further assessment with reasons and or asked to furnish additional information or clarification necessary to avail BOF grant.

The relevant Dzongkhag sector head together with Dzongkhag marketing officer will lead the Dzongkhag FC for thorough assessment. After the completion of field assessment the proposal will be forwarded to PFO Task force for final assessment and approval. The PFO may also request additional information or clarification if needs arises.
What happens at the technical assessment?
The proposal will undergo a technical assessment by technical experts in the relevant subject. The proposal will be evaluated by Dzongkhag FC technical team based on technical soundness, economic feasibility and long term sustainability of the project objectives.

The project proposals will also be evaluated for important issues such as:

· The market, social or environmental conditions

· The financial viability
· Clear need for BOF funds

· Plans for project management and implementation of activities

· The benefits to the wider rural community in terms of providing market, employment, income generating opportunities, innovation, new technology, collaboration, entrepreneurial ideas, youth support, and absorptive capacity of vocational trainees.

· The sustainability of the project after the grant has ended.
What happens after the technical assessment?

The Facilitation Cell lead by Dzongkhag marketing officer and relevant Dzongkhag sector head will submit a detailed evaluation report along with the project proposal and will recommend the approval or rejection of the project from the PFO. Based on the recommendations and final evaluation by the PFO Task Force there can be four outcomes:
i. Your project is not eligible for the grant. (You will be notified officially as soon as possible, with stated reasons.)

ii. Your project proposal is deferred to a later time, pending clarification on certain issues

iii. Your project is eligible but not approved for BOF grant. (You may re-submit the proposal with the necessary amendments)

iv. Your proposal is eligible and approved for BOF award. (You will receive a letter of BOF award from the PFO with an agreement including the terms and conditions of the award. Once you have returned the signed agreement, you are authorised to start the work)    

Conditions of award

Grant award is subject to the agreed terms & conditions. Award is made based on application, figures & statements. No alterations can be made without PFO’s approval.

False statements and failure to meet terms & conditions will lead to penalties.
Funds disbursement & claims

The approved grant amount is released as deposit work to the implementing Dzongkhag and the released amount should be received as deposit work and will have to deposit to Department of Public Accounts and ask for release to their PLC accounts to enable them to carry out the activity. Upon execution of the activity the Dzongkhag should submit expenditure statement for deposit work advance adjustment. Any balance left should also be refunded along with expenditure statement. 
Penalties for non compliance

Penalties would be based on the agreed set of terms and conditions. The BOF task force is mandated to approve and levy penalties.

Project Management

Good and timely management of the project is necessary for the success of BOF projects. Entrepreneurs are required to explain in depth the management tasks and activities along with the application. The proposals will be checked for realistic outputs, proper management procedures and resource allocation in order to attain the project objectives. There should be at least one person literate enough to maintain the book of accounts.
Routine inspection will be conducted by geog Extension agents, Gups and sector heads. The quarterly monitoring visit by the PFO task force/RAMS will be done. Quarterly reports will be submitted by the relevant Dzongkhag sectors to the PFO. 
Monitoring & Evaluation

Regular monitoring will be carried out by relevant Dzongkhag sectors and Dzongkhag marketing officers. Quarterly inspection and monitoring will be carried out jointly by PFO and RAMS. The Dzongkhag marketing officer (Dzongkhag marketing focal person) in close collaboration with the Dzongkhag sector heads will submit quarterly, half yearly and annual reports to PFO for record and documentation. The PFO will document well the progresses and impacts of BOF projects.

The BOF funded projects will be evaluated 3 year after the award. Evaluation will be carried jointly by RAMS, PFO, Dzongkhag sector heads with lead coordination by Dzongkhag marketing officer (marketing focal person). If unsuccessful, the assets funded through the grant will be repossessed by PFO. 
Section 2: 
Application Form & Business plan guide

Business Opportunity Facility (BOF)

Rural Grant Fund

Part A - Application Form

A.1) Title of Enterprise:


[image: image1]
A.2) Brief description of enterprise:

[image: image2.png]



A.3) Location of Enterprise (Dzongkhag, Geog, Village & specific location):


A.4) Name(s) of Entrepreneur(s)/ Promoter(s), Contact numbers, Address, Fax, Email, etc… 

A.5) Total cost of the project (Nu):
 (both in figures & words)


A.6) Amount of BOF grant requested (attach a summary & list of assets to be procured through BOF grant): Nu ______________________________________________________
(both in figures & words)

A.7) Applicant’s total contribution: Nu ________________________________________

(both in figures & words)

which is _______________% of total project cost

A.7.1) Applicant’s contribution (personal resources): Nu ____________________

A.7.2) Applicant’s contribution (bank loans): Nu __________________________

a) Name of Bank:


b) Details of loan: (amount, loan number, terms & conditions – attach relevant documents)


A.8) Summary of labour contribution (numbers, value, etc…)

A.9) Proposed starting date:


A.10) Date of application submission: 

A.11) List of documents attached:

A.12) Name(s) & Signature(s) of Applicants


A.13) Prepared in consultation with local government/ geog authorities: (names, designation, signatures)


A.14) Endorsed by Dzongkhag Facilitation Cell & marketing focal person/ officer (names, designation & signature) 


A.15) Certified by BDFC official for SIL/GL eligibility (name, designation & signature of BDFC official) 


Only for PFO use:

Application register no:  BOF no _____________ dated _______________ 
Application received by:

Comments: 

Business Opportunity Facility (BOF)

Rural Grant Fund

Part B – Business Plan guide for proposed enterprise

Introduction to Business Plan
A business plan is a road map for the development of your business enterprise. It includes a written description of your business and corresponding financial data. A business plan would serve as an instrument that will allow assessment of the risks involved in starting a business.

The goals of a business plan are:

· To develop and implement your ideas into actual business practices, products or services

· To identify the strengths and weaknesses of your business and its competitors, and to provide a strategy to further the growth of your business

· To develop guidelines for the operation of your business

· To assist in borrowing money from banks and other financiers.

The real value of creating a business plan is not in having the finished product in hand; rather, the value lies in the process of researching and thinking about your business in a systematic way. The act of planning helps you to think things through thoroughly, study and research if you are not sure of the facts, and look at your ideas critically. It takes time now, but avoids costly mistakes later.

Components of a Business Plan

Although you can customize your business plan to provide accurate and comprehensive information about your enterprise, there are some generic information that should be provided so as to make the business plan complete in all respects. 
A simple Business plan may be divided into the following headings for better clarity & elaboration:

i. Executive summary

ii. General description of Enterprise

iii. Products & Services

iv. Marketing Plan

v. Operational plan

vi. Organization & Management

vii. Financial plan

viii. Start up expenses & capitalization
ix. Appendices
x. Refining the plan
i. Executive summary

Write this section last. We suggest that you make it two pages or shorter. Please make sure that you include everything that you would cover in a five-minute interview.

Explain the fundamentals of the proposed business:  What will your product be? Who will your customers be? Who are the owner(s)? What do you think the future holds for your business and your enterprise?

Make it enthusiastic, professional, complete, and concise.

If applying for a loan, state clearly how much you want, precisely how you are going to use it, and how the money will make your business more profitable, thereby ensuring repayment.
Give a summary and list of items that will be procured through the BOF grant.
ii. General description of your enterprise
What business will you be in? What will you do? Where are you located? Give names, and details of our business identity and addresses.
Mission Statement: If you wish, you could include a brief mission statement, usually in 30 words or fewer, explaining their reason for being and their guiding principles. 

Company Goals and Objectives: Goals are destinations—where you want your business to be. Objectives are progress markers along the way to goal achievement. 

Business Philosophy: What is important to you in business?

Describe your enterprise.  What are the strengths and weaknesses? What factors will make the company succeed? What do you think your major competitive strengths will be? What background experience, skills, and strengths do you personally bring to this new venture?

What changes do you foresee in the business, short term and long term? How will your enterprise be poised to take advantage of them?

Legal form of ownership: Sole proprietor, Partnership, Group managed enterprise, co-operatives, etc…?  Why have you selected this form?

iii. Products & Services
Describe in depth your products or services (please include the technical specifications, drawings, photos, sales brochures, and other bulky items in Appendices).

What factors will give you competitive advantages or disadvantages? Examples include level of quality or unique or proprietary features.

What are the pricing, fees, and other features of your products or services?

iv. Marketing Plan

Market research - Why?

No matter how good your product and your service, the enterprise cannot succeed without effective marketing plans and strategy. And this begins with careful, systematic research. It is very dangerous to assume that you already know about your intended market. You need to do market research to make sure you’re on track. Use the business planning process as your opportunity to uncover data and to question your marketing efforts. Your time will be well spent.

Market research - How?

There are two kinds of market research: primary and secondary.

Primary research means gathering your own data. You should do proper survey, identify your strengths and weaknesses, learn about consumer preference, and learn about your competitors. 

Secondary research means using published information such as industry profiles, trade journals, newspapers, magazines, census data, and demographic profiles. 

In your marketing plan, be as specific as possible; give statistics, numbers, and sources. The marketing plan will be the basis, later on, of the all-important sales projection.

Economics

Facts about your enterprise:

· What is the total size of your market?

· What percent share of the market will you have? (This is important only if you think you will be a major factor in the market.)

· Current demand in target market.

· Trends in target market—growth trends, trends in consumer preferences, and trends in product development.

· Growth potential and opportunity for a business of your size.

· What barriers to entry do you face in entering this market with your new business enterprise? Some typical barriers are:

· High capital costs

· High production costs

· High marketing costs

· Consumer acceptance and brand recognition

· Training and skills

· Transportation costs

· And of course, how will you overcome the barriers?

· How could the following affect your company?

· Change in technology

· Change in government regulations

· Change in the local economy

· Change in your business enterprise
v. Product

In the Products and Services section, you described your products and services as you see them. Now describe them from your customers’ point of view.

Features and Benefits

List all of your major products or services. 

For each product or service:

· Describe the most important features. What is special about it?

· Describe the benefits. That is, what will the product do for the customer?

Note the difference between features and benefits, and think about them. 

What after-sale services will you give? Some examples are delivery, warranty, service contracts, support, follow-up, and refund policy.

Customers

Identify your targeted customers, their characteristics, and their geographic locations.

The description will be completely different depending on whether you plan to sell to other businesses or directly to consumers. If you sell a consumer product, but sell it through a channel of distributors, wholesalers, and retailers, you must carefully analyze both the end consumer and the middleman businesses to which you sell.

You may have more than one customer group. Identify the most important groups.  Then, for each customer group, construct what is called a demographic profile:

· Age

· Gender

· Location

· Income level

· Social class and occupation

· Education

· Other (specific to your business enterprise)

For business customers, the demographic factors might be:

· Business enterprise

· Location

· Size of firm

· Quality, technology, and price preferences

· Other (specific to your business)

Competition

What products and companies will compete with you?

List your major competitors:

(Names and addresses)

Will they compete with you across the board, or just for certain products, certain customers, or in certain locations?

Will you have important indirect competitors? 

How will your products or services compare with the competition?
Carry out a competitive analysis of your business enterprise with your most important competitors. Check for your strengths and weaknesses. Sometimes it is hard to analyze our own weaknesses. Try to be very honest here. Better yet, get some external people assess you. This can be a real eye-opener. 

Now, write a short paragraph stating your competitive advantages and disadvantages.

Niche (your special place)

Now that you have systematically analyzed your business venture, your product, your customers, and the competition, you should have a clear picture of where your business.

In one short paragraph, define your niche, your unique advantage in the market.

Strategy

Now outline a marketing strategy that is consistent with your niche.

Promotion

How will you disseminate information to customers?

Advertising: What media, why, and how often? Why this particular choice and not some other?

Have you identified low-cost methods to get the maximum benefits from your promotional budget?

Will you use methods other than advertising, such as exhibitions, brochures, dealer incentives, word of mouth, and network of friends or professionals?

What image do you want to project? How do you want customers to see you?

In addition to advertising, what plans do you have for graphic image support? This includes things like logo design, cards and letterhead, brochures, etc… 

Will you have a system to identify repeat customers and then systematically contact them?

Promotional Budget

How much will you spend on the items listed above?

Before startup? (These numbers will go into your startup budget.)

Ongoing? (These numbers will go into your operating plan budget.)

Pricing

Explain your method or methods of setting prices. For most small businesses, having the lowest price is not a good policy. It will deprive you of needed profit margin. Usually you will do better to have average prices and compete on quality. 

Does your pricing strategy fit with the results of  your competitive analysis?

Compare your prices with those of the competition. Are they higher, lower, the same? Why?

How important is price as a competitive factor? Do your intended customers really make their purchase decisions mostly on price?

What will be your customer service and credit policies?

Proposed Location

Have you already identified the location of your enterprise? You will describe your physical needs later, in the Operational Plan section. Here, analyze your location criteria as they will affect your customers.

Is your location important to your customers? If yes, how?

If customers come to your place of business:

· Is it convenient? Easily accessible? 
· Is it consistent with your image?

· Is it what customers want and expect?

Where is the competition located? Is it better for you to be near them or far away?
Distribution Channels

How would you sell your products or services?

· Retail

· Wholesale

· Your own sales force

· Agents

Sales Forecast

Now that you have described your products, services, customers, markets, and marketing plans in detail, it’s time to attach some numbers to your plan. Use a sales forecast spreadsheet to prepare a month-by-month projection. The forecast should be based on your expected sales, marketing strategies, market research, and other relevant business data.

You may want to do two forecasts: 1) a "best guess", which is what you really expect, and 2) a "worst case" low estimate that you are confident you can reach no matter what happens.

Remember to keep notes on your research and your assumptions as you build this sales forecast and all subsequent spreadsheets in the plan. This is critical if you are going to present it to funding sources.
vi. Operational Plan

Explain the daily operation of the business, its location, equipment, people, processes, and surrounding environment.

Production

How and where are your products or services produced?

Explain your methods of:

· Production techniques and costs

· Quality control

· Customer service

· Inventory control

· Product development

Location

What qualities do you need in a location? Describe the type of location you’ll have.

Physical requirements:

Amount of space

Type of building

Electricity, water, sanitation, communication and other utilities

Access:

Is it important that your location be convenient to transportation or to suppliers?

Do you need easy walk-in access?

What are your requirements for parking and proximity to highways, roads, and urban centres?

Include a drawing or layout of your proposed facility if it is important.

Will you undertake some construction? Most new companies should not waste their capital into construction, but if you are planning to build, costs and specifications will be a big part of your plan.

Cost: Estimate your occupation expenses, including rent, but also including maintenance, utilities, insurance, and other associated costs to make the space suit your needs. These numbers will become part of your financial plan.

What will be your business hours?

Legal Environment

Describe the following:

· Licensing and regulatory requirements

· Permits

· Health, workplace, or environmental regulations

· Special regulations covering your business enterprise
· Building code requirements

· Insurance coverage

· Trademarks, copyrights, or patents
Personnel

· Number of employees

· Type of labor (skilled, unskilled, and professional)

· Where and how will you find the right employees?

· Quality of existing staff

· Pay structure

· Training methods and requirements

· Who does which tasks?

· Do you have schedules and written procedures prepared?

· Have you drafted job descriptions for employees? If not, take time to write some. They really help internal communications with employees.

Inventory

· What kind of inventory will you keep: raw materials, supplies, finished goods?

· Average value in stock (i.e., what is your inventory investment)?

Suppliers

Identify key suppliers:

· Names and addresses

· Type and amount of inventory furnished

· Credit and delivery policies

· History and reliability

Should you have more than one supplier for critical items (as a backup)?

Do you expect shortages or short-term delivery problems?

Are supply costs steady or fluctuating? If fluctuating, how would you deal with changing costs?

Credit Policies

Do you plan to sell on credit?

Do you really need to sell on credit? Is it customary in your type of business and expected by your customers?

If yes, what policies will you have about who gets credit and how much?

How will you check the creditworthiness of new applicants?

What terms & conditions for credit will you offer your customers?

Will you offer some discounts for prompt settlement of credits? 
Managing Your Accounts Receivable

If you give credit, you should keep proper records to track how much of your money is tied up in credit given to customers and to alert you to slow payment problems. A receivables format as given below could be used for accounts receivable:

	
	Total
	Current
	30 Days
	60 Days
	90 Days
	Over 90 Days

	Accounts Receivable
	
	
	
	
	
	

	
	
	
	
	
	
	


You will need a policy for dealing with slow-paying customers:

· When will you make a phone call?

· When will you send a letter?

· When will you seek legal assistance?

Managing Your Accounts Payable

You should also keep track of your accounts payable, what you owe to your suppliers. This helps you plan whom to pay and when. Paying too early depletes your cash, but paying late can cost you extra interest rates or penalties.
Do your suppliers offer prompt payment discounts?

	
	Total 
	Current
	30 Days
	60 Days
	90 Days
	Over 90 Days

	Accounts Payable
	
	
	
	
	
	

	
	
	
	
	
	
	


An accounts payable format looks like the following table.
vii. Management and Organization

Who will manage the business on a day-to-day basis? What experience does that person bring to the business? What special or distinctive competencies? Is there a plan for continuation of the business if this person leaves the business?

If you’ll have more than 10 employees, create an organizational chart showing the management hierarchy and who is responsible for key functions.

Include position descriptions for key employees. If you are seeking loans or investors, include resumes of owners and key employees.

Professional and Advisory Support

List the following:

· Management advisory board

· Legal advisor or Jabmi

· Accountant

· Insurance agent

· Banker

· Consultant or consultants

· Mentors and key advisors

viii. Start-up Expenses and Capitalization

You will have many starts up expenses before you even begin operating your business. It’s important to estimate these expenses accurately and then to plan where you will get sufficient capital. 

Even with the best of research, however, opening a new business has a way of costing more than you anticipate. There are two ways to make allowances for surprise expenses. 

The first is to add a little “padding” to each item in the budget. The problem with that approach, however, is that it destroys the accuracy of your carefully wrought plan. The second approach is to add a separate line item, called contingencies, to account for the unforeseeable. This is the approach we recommend.

As a rule of thumb, contingencies should equal at least 20 percent of the total of all other start-up expenses.

Explain your research and how you arrived at your forecasts of expenses. Give sources, amounts, and terms of proposed loans. 

ix. Financial Plan

The financial plan consists of a 12-month profit and loss projection, a cash-flow projection, a projected balance sheet, and a break-even calculation. Together they constitute a reasonable estimate of your company's financial future. More important, the process of thinking through the financial plan will improve your insight into the inner financial workings of your company.

12-Month Profit and Loss Projection

Many business owners think of the 12 month profit and loss projection as the centrepiece of their plan. This is where you put it all together in numbers and get an idea of what it will take to make a profit and be successful.

Your sales projections will come from a sales forecast in which you forecast sales, cost of goods sold, expenses, and profit month-by-month for one year.

Profit projections should be accompanied by a narrative explaining the major assumptions used to estimate company income and expenses.

Research Notes: Keep careful notes on your research and assumptions, so that you can explain them later if necessary, and also so that you can go back to your sources when it’s time to revise your plan.

Projected Cash Flow

If the profit projection is the heart of your business plan, cash flow is the blood. Businesses fail because they cannot pay their bills. Every part of your business plan is important, but none of it is of any value if you run out of cash.

The point of this worksheet is to plan how much you need before startup, for preliminary expenses, operating expenses, and reserves. You should keep updating it and using it afterward. It will enable you to foresee shortages in time to do something about them—perhaps cut expenses, or perhaps negotiate a loan. But foremost, you shouldn’t be taken by surprise.

There is no great trick to preparing it:  The cash flow projection is just a forward look at your checking account.

For each item, determine when you actually expect to receive cash (for sales) or when you will actually have to pay (for expense items).

You should track essential operating data, which is not necessarily part of cash flow but allows you to track items that have a heavy impact on cash flow, such as sales and inventory purchases.

You should also track cash outlays prior to opening in a pre-startup column. You should have already researched those for your startup expenses plan.

Your cash flow will show you whether your working capital is adequate. Clearly, if your projected cash balance ever goes negative, you will need more start-up capital. This plan will also predict just when and how much you will need to borrow.

Explain your major assumptions; especially those that make the cash flow differ from the Profit and Loss Projection. For example, if you make a sale in month one, when do you actually collect the cash? When you buy inventory or materials, do you pay in advance, upon delivery, or much later? How will this affect cash flow?

Are some expenses payables in advance? When?

Are there irregular expenses, maintenance and repairs, or seasonal inventory build-up that should be budgeted?

Loan payments and equipment purchases usually do not show on profit and loss statements but definitely do take cash out. Be sure to include them.

And of course, depreciation does not appear in the cash flow at all because you never pa cash for it.

Opening Day Balance Sheet

A balance sheet is one of the fundamental financial reports that any business needs for reporting and financial management.  A balance sheet shows what items of value are held by the company (assets), and what its debts are (liabilities). When liabilities are subtracted from assets, the remainder is owners’ equity.

Use a start-up expenses and capitalization spreadsheet as a guide to preparing a balance sheet as of opening day. Then detail how you calculated the account balances on your opening balance sheet
.

Optional:  Some people want to add a projected balance sheet showing the estimated financial position of the business at the end of the first year. This is especially useful when selling your proposal to investors/ banks.

Break-Even Analysis

A break-even analysis predicts the sales volume, at a given price, required to recover total costs. In other words, it’s the sales level that is the dividing line between operating at a loss and operating at a profit.

Expressed as a formula:

Break even sales = Fixed cost/ ((100 – variable cost)/100) 
Please note that “Fixed cost is expressed in Ngultrum but variable cost is expressed in percentage of total sales”.
To calculate the break even units the formula is:

Break even units = Break even sales/ unit price
x. Appendices
Include details and studies used in your business plan; for example:

· Tables and worksheets of financial plan

· Details of project schedules, activity timeline, cost tables, etc…

· Brochures and advertising materials

· Enterprise & business fact finding studies
· Blueprints and plans

· Maps and photos of location

· Supporting articles

· Detailed lists of equipment owned or to be purchased

· Copies of leases and contracts
· Letters of support and guarantee from future customers

· Any other materials needed to support the assumptions in this plan

· Market research studies

· List of assets available as collateral security for a loan

xi. Refining the Plan

The generic business plan presented above should be modified to suit your specific type of business and the audience for which the plan is written.

For Raising Capital

For Bankers

· Bankers want assurance of orderly repayment. If you intend using this plan to present to lenders, include:

· Amount of loan

· How the funds will be used

· What this will accomplish—how will it make the business stronger?

· Requested repayment terms (number of years to repay). 

· Collateral security offered.

For Investors

· Investors have a different perspective. They are looking for dramatic growth, and they expect to share in the rewards:

· Funds needed short-term

· Funds needed in two to five years

· How the company will use the funds, and what this will accomplish for growth.

· Estimated return on investment

· Percent of ownership that you will give up to investors

· Milestones or conditions that you will accept

· Financial reporting to be provided

· Involvement of investors on the board or in management

For Type of Business

Production or Manufacturing

· Planned production levels

· Anticipated levels of direct production costs and indirect (overhead) costs

· Prices per product 

· Gross profit margin, overall and for each product

· Production/capacity limits of planned physical plant

· Production/capacity limits of equipment

· Purchasing and inventory management procedures

· New products under development or anticipated to come after business startup

Service Businesses

· Service businesses sell intangible products. They are usually more flexible than other types of businesses, but they also have higher labor costs and generally very little in fixed assets.

· What are the key competitive factors in this industry?

· Your prices

· Methods used to set prices

· System of production management

· Quality control procedures. 
· How will you measure labour productivity?

· Percent of work subcontracted to other firms. Will you make a profit on subcontracting?

· Credit, payment, and collections policies and procedures

· Strategy for keeping client/ customer base

Retail Business

· Company image

· Pricing:

· Explain markup policies.

· Prices should be profitable and competitive.

· Customer service policies: These should be competitive.

· Location: Does it give the exposure that you need? Is it convenient for customers? 

· Promotion: Methods used, cost. Does it project a consistent business enterprise image?

· Credit: Do you extend credit to customers? If yes, do you really need to, and do you factor the cost into prices?

Section 3:  Criteria & conditions

General Criteria and conditions for BOF grant

i. The proposals should focus on value addition of farm based products (RNR sectors); upstream or downstream processing enterprises in particular. 

ii. Projects should have been certified for SIL or GL eligibility by BDFC if the proposal intends to avail loan and duly recommended by relevant Dzongkhag sectors and marketing focal persons.
iii. Projects should be complete in all respects of application, proposals and business plans. Based on the evaluation reports and recommendations of Dzongkhag FC and BOF Task Force, PFO will release the grant award.
iv. Projects should be able to demonstrate their economic viability and should have identified clearly the markets for their products.

v. The grant support will be considered to MIF beneficiaries after careful study of its operation and performances for possible upgradation and commercial mainstreaming.

vi. The grant support will be considered to existing entrepreneurs intending to undertake enterprise development activities that will provide forward and backward linkages to production activity with in the RNR sector.
vii. Full labour contribution is the entrepreneur’s responsibility.  

viii. The eligible project should meet one or more of the following objectives:

· Add value to farm produce including agriculture, horticulture, livestock, NTFP products, etc… 

· improve or rationalise marketing channels

· encourage development of new products 

· improve the presentation & packaging of produces, 

· apply new and proven technologies and innovation

· protect the environment

ix. BOF grant is based on the size of enterprise, cost of investment and technical and financial viability. Grant can purchase only physical assets listed in business plans and agreed by BOF task force subject to maximum of Nu.1.5 million for the procurement of machineries and equipment.

x. Grant award is subject to the agreed terms & conditions. Award is made based on application, figures & statements. No alterations can be made without PFO’s approval.

xi. False statements and failure to meet terms & conditions will lead to penalties.
Section 4: 
Letter of award and Legal agreement



ROYAL GOVERNMENT OF BHUTAN

MINISTRY OF AGRICULTURE

PROJECT FACILITATION OFFICE

KHANGMA: TRASHIGANG

Ref:








Dated: 

To:

(Name of Applicant)

(Name of proposed enterprise)

(Location)

(Dzongkhag)
Letter of BOF Offer 

Dear sir/ madam,

We are pleased to offer a onetime capital grant award from the AMEPP business opportunity facility (BOF) grant scheme for your proposed business enterprise. The particulars are as follows:

· Name of your proposed enterprise: _____________________________________

· Name of Applicant: _________________________________________________

· Location:__________________________________________________________

· BOF registration no: ________________________________________________

· Amount of BOF Grant (Nu): __________________________________________

· Expected date of proposed start up: _____________________________________

· Expected date of commercial business operation: __________________________

· Special committee members: __________________________________________

Please note that the BOF grant will be governed by the existing rules of BOF, which is subjected to change anytime during the AMEPP project period, under the decision of donor, co-operating & executing agencies.

Please read, sign and return one copy of the agreement with the stated terms and conditions, after which we will release the funds to your enterprise through appropriate channels.  

We wish your business all success.

Sincerely Yours,

(Sangay)

Program Director
AMEPP; Khangma
Copy to:

1) Dasho Dzongda, (respective Dzongkhags) for kind information please
2) (Relevant sector heads in Dzongkhag) for follow up on the activity
3) (Respective Branch Manager), BDFCL for kind information 

4) All sector heads PFO,AMEPP, Khangma for information
5) BOF Coordinator, PFO, AMEPP, Khangma for record and follow up

Terms & Conditions of BOF Agreement 

i. The grant money will be used only for the purpose as specified in the application and proposal. The grant will be used to procure only the assets as mentioned in the BOF request list. It cannot be used for construction related activities. 
ii. BOF grant will be released to the relevant Dzongkhag sectors upon approval of the proposal. 

iii. The BOF funds will be released to the Dzongkhags PLC account through the Department of National Budget. Relevant Dzongkhag sectors will release the funds to the entrepreneur in accordance with agreed timeline of the activities and progress thereof.
iv. The enterprise will be established and run as per the proposal and activity timeline given in the approved business plan

v. No changes may be made in the project proposal or its implementation schedule without the approval of the PFO.

vi. Any changes in the proposal must be routed through the Dzongkhags and committee of the Facilitation Cell (FC) to the PFO before any changes are approved

vii. The applicant will provide quarterly reports (physical & financial) to the PFO through the respective Dzongkhag authorities in an approved format. The concerned Dzongkhag sector head of the Dzongkhag is fully responsible and accountable for the day to day monitoring and facilitation of the BOF operations and ensures that progress reports are submitted in time.
viii. The applicant will allow at all times the RAMS and PFO or Dzongkhag authorities for appropriate inspection and periodic monitoring of project activities, to ensure proper and correct use of BOF funds. 

ix. The applicant will honour and incorporate the recommendations given by the RAMS, PFO and FC technical team based on routine and/or scheduled inspections and monitoring visits.    

x. The enterprise will act as demonstration unit to other aspiring entrepreneurs and help in creating business awareness in the community.

xi. The enterprise will have at least one literate person to maintain proper book of accounts and records. 

xii. In case the enterprise cannot implement its activities as per the timetable, the applicant will notify the PFO through the Dzongkhag authorities with the right reasons. The PFO reserves the right to allow the necessary changes or can term the project as a failure with reasons and justifications. Failure of a project will be subjected to the failure clauses as given below.
xiii. Failure clauses:

a. If the enterprise fails by the end of third year of the award grant, the assets purchased with capital grant assistance will be sold and proceeds of the sale will be divided between BOF and the owner pro rata of their respective initial contributions, or BOF may decide to repossess the goods purchased with the grant and compensate the entrepreneur pro rata of his/her cash outlay for these assets.

b. In case of funds misuse, the assets procured through BOF will be confiscated and taken over by the PFO without any compensation to the enterprise owner. The PFO will not be liable for any damages and destruction of other assets that might arise in the process of confiscation and dismantling of equipment procured through BOF. 
c. The failure clauses will be implemented upon the recommendation of the BOF task force.

Having read and accepted the above terms and conditions, this agreement is signed by the following parties on [day] ________ [month] ______________ [year] ______________
(Signature)                                                                                           (Signature)
Proponent’s name:                                                              Program Director: Sangay

Location name:                                                                   PFO-AMEPP, Khangma

Dzongkhag                                                                         Trashigang

                                               (Name & signature)

                                         Gup: (Concerned Dzongkhag)

(Name & Signature)                                                                        (Name & Signature)

Concerned Dzongkhag sector head                                       Concerned Project sector head

                                                            (Name & Signature)

                                                             Grant coordinator

                                                        PFO-AMEPP, Khangma

Section 5: 
Monitoring & Reporting Forms

































































































� The suggested business plan is only meant as a guide. Please customize your business plan as per the nature of your own business. However, all the relevant information together with project costs, tables, timeline of activities and other data should be available in the business plan. 
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