Business plan structure
Executive summary
Includes a summary of the main elements of the plan:

· Business purpose and mission

· Business model

· Use of funds and valuation
· The management team

· Assessment of support functions
· Financial projections and sensitivity
Executive summary should be about a page and definitely not be more than 2 pages.
Main headings
Business purpose and mission

· Purpose – why does the business exist?

· Mission – what is the business doing to justify its existence?

· Vision – how does the business portray itself?

· Values – what values are espoused? How are these reflected and measured?
Business model

· The customer value proposition: a customer can do an important job more effectively, conveniently and affordably than the alternatives.

· The profit formula – the revenue model and cost structure that generates profits and the cash flow required to sustain operations.

· Resources: employees, customers, technology, products, facilities and cash and which are used to deliver the customer value proposition.

· Processes: manufacturing, R&D, budgeting and sales

Assessment of the external environment
· Use SWOT, PESTEL model and 5 Forces to assess the current situation

· Likely changes in the environment and how these will impact the business

· Possible retaliation of competitors and likely new entrants being attracted to the market

· Likely market size as assessed by an independent marketing consultancy – detailed analysis included in the appendices
· Impact of international opportunities

· Uncertainties, risks and mitigations

The market

· Global market size and need

· Sustainability

· Competition

· Marketing plans

Resources

Value chain analysis and list key intangible assets already developed and to be developed and how these are applied to achieve competitive advantage. The appendix includes technical specifications of products developed and machinery used and to be purchased.
Discuss the technology and its IPR, development plans (methodology and milestones, sales and distribution and quality and industry standards.
Use of funds and valuation
This paragraph explains the reasons for raising the cash, when it is required and how it will impact on operations, including likely milestones. What is the impact on existing shareholders what is the share valuation following the fresh cash injection and what the payback might be.
The management team

· Who are they and what do they do

· Short paragraph on the their skills, experience and recent employment history

· Gaps in the skill base of the management team and a plan for covering these

· Management incentive schemes

· Succession plan

· Normally this comprises the managing director, technology director, finance director and sales and marketing director. The MD and TD roles should never be combined

Immediate past history

· Business incorporation history and tax compliance

· Details of important customer contracts

· Details of important distributor contracts and penetration development
· Details of important supplier contracts

· Elements of employment contracts

· Business locations, existing and planned

Assessment of support functions
· IT, HR, finance, marketing etc and reasons for future increases and demands
Financial projections

· 3-year profit and loss projection

· 3-year balance sheet projection

· 3-year cash forecast

· Sensitivity analysis – impact on P&L and cash

· Quasi-financial figures – working capital turns, efficient growth rate, ROCE, profitability and liquidity measures, operational gearing, link back to the numbers in the business model

· Explanations of principle one-off costs in the P&L for acquisition of resources and marketing

· Ensure that growth rates do not exceed available cash resources. The impact of any growth rates over 20% should be explained in greater detail

Link to budget model.
Appendices
Supporting documentation and figures

· Market size and survey

· Articles of Association

· Financial model

· Key staff

· Letters of support

· Correspondence re IPR

· Full development plan

· Full marketing and sales plan

· Examples and brochures

Note: write for the target audience – people who are reading it are bankers, accountants and lawyers so will not have the benefit of the entrepreneurs insight experience and deep knowledge of the subject. Consider different versions of the plan for different target audiences, but take care of version control and co-ordination. VCs and PEs are busy people who receive dozens of business plans, so the whole business plan must be kept simple and to the point whilst at the same time ensuring that your plan stands out from the crowd.
Housekeeping
You need change control, a confidentiality agreement, address and contact details and possibly some legal words, so consult a lawyer.
Differences between PE and VC
Sometimes these terms appear interchangeable and at other times they appear distinctive, however VC is a subset of PE for the following reasons:

· Stage: VCs tend to invest at the early stages of the life of the business, providing “seed” capital or the first main tranches. Generally, they are different to business angels in that they offer larger sums but often they overlap

· Structure: VC’s often go in as a syndicate of equity-holders only with no debt, whereas PE firms carry debt in the investment, often to very high levels (known as a leverage buy-out or LBO). Again, there are exceptions: some PE firms see that it’s the debt that’s the problem

· Sector: VCs work in technology and clean-tech sectors whereas PEs operate in all other sectors. However there can be cross-over

· Size: VCs invest smaller amounts in smaller businesses than PEs

· Source: traditionally there’s been a distinction in that the source of funds are not quoted (hence “private”) but normally both VCs and PEs source their capital from investment banks, insurance companies, pension funds and family offices.

