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[bookmark: _Toc349737962][bookmark: _Toc375072832]EXECUTIVE SUMMARY
“Coffee 4 U” is a coffee bar at Merchant Road Area of Singapore. “Coffee 4 U” is based on the concept of new taste to the coffee drinking customers. The Coffee bar is situated at a busy commercial place of Singapore to capture its target audience. “Coffee 4 U” has taken 2500 square feet area on lease and is committed to provide best taste of coffee in the Merchant Road Area.
“Coffee 4 U” is a limited liability company and owned by Mr. Ken who has 51% of the stake in the company. Rest ownership is maintained by the Angel investors and Bank of Singapore. The total start up cost for the company is $ 200000. The cost mainly includes Rent of the building that we have taken in the Merchant Road Area. The other costs are Legal requirements, Equipment cost; Office equipment etc. “Coffee 4 U” has set its objectives as providing the best taste of Coffee in the Merchant Load area, attaining the profitability within three to four months of the business, and keeping the gross margin of the company as high as possible. Mission of the company is to first establishing its business in the merchant road area then slowly moves towards other areas of Singapore. We want to establish our Coffee business at National Level and if the financial performance of the company supports we may think to go abroad as well.
As far as the marketing mix of the company is concerned we have a range of products in our menu. We would be providing Coffee drinks and apart from that Tea, Sandwiches, Salad, Snacks will also be there in the Coffee Bar. To enhance the customer experience of Coffee drinking we would be focusing on the other services as well such as providing free magazines, newspaper to the consumers and playing light music inside the coffee bar. For pricing of the products we would be using flexible pricing strategy such as our products will be priced a little lower than our competitors for first three four months and when we will be able to gain a customer base we will try to increase our prices as per the business requirements, For promotion we would be mainly using print media and below the line promotion technique as it will cost a little lower to the company. Also we will have our own website and pages on social networking websites to promote our business. Place that we have selected for the business is the best location for a coffee business in Singapore as it is full with the office going people and students as well as visitors who are the target audience of the company.
Considering the financial position of the company we can say that “Coffee 4 U” has an appropriate amount of debt in its balance sheet. The company believes in the fact that debt is cheaper then equity and utilizing debt for productive purposes. The total amount of debt that the company has taken form Bank of Singapore and other Angel Investors are $ 180000 in the first year which increases in the next year. The company has maintained a debt equity ratio of approximately 40:60 and an amount of $ 260000 is invested by the owners of the firms as equity. Company is expected to earn a net profit of $ 15155 in its first operating year which will increase at a higher rate in next year. The company is expected to get its breakeven point within the second month of its business as per the objectives of the company. “Coffee 4 U” is also considering the risks available in the business and prepared for the mitigation of those risks.       
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[bookmark: _Toc349737963][bookmark: _Toc375072833]THE BUSINESS CONCEPT
[bookmark: _Toc349737964][bookmark: _Toc375072834]DESCRIPTION
Name of our coffee business is “Coffee 4 U” which would be based at a Merchant Road of Singapore. Reason behind this name is simple, Singapore is a location where people stay from many countries and civilizations and hence it is kept to attract all those people who are staying in the country as well as visit the country directly indicating to them. The coffee bar is based on 2500 square feet premises at Merchant road in Singapore and sells mainly different types of coffee as per the choice of the customers. Apart from the coffee “Coffee 4 U” is also involved in the business of other beverages and snacks.
Considering the ownership of the company, Mr. Ken is the owner of the company having 51% stake in the company. “Coffee 4 U” is a limited liability company and has arranged its fund from its owners and angel investors who also have a percentage of the shareholding in the business. The premises of the company are based on lease and it has secured its premises for three years at Merchant Road. This lease agreement can be renewed at the end of the third year of the business. The premises of the company mainly include a back office, coffee bar with tables, storage area, kitchen and bathrooms. 2500 square feet of the premises have been divided in these parts as per the requirement of the business. This premise is taken on the Merchant road because of its potential for a coffee business. It is a commercial area where generally office going people come every day and they are the target customers of the company. Another advantage of the Merchant road is that it has proper water and electricity supply which is essential for a coffee business. The interior design of the coffee bar will be according to the customer’s choice. It would be designed with woods and peaceful music will enhance the service quality as well as attract more and more customers (Total Travel 2013).
“Coffee 4 U” is aimed to provide the best taste of the coffee in the Merchant road area. Products of the coffee bar will be prepared by using high quality ingredients as well as preparation guidelines will be followed strictly. Espresso drinks, brews coffee and teas are the main focus of the company because we can get higher margin on these products. Apart from it energy drinks, pastries, sandwiches and salads   will also be sold in the coffee bar. To enhance the customer experience of “Coffee 4 U” we would be providing newspapers, magazines as well as television inside the coffee bar. Products of the company will be based on espresso – based coffee drinks such as cappuccinos, mochas and lattes etc. The milk which would be used in preparing the coffee will be whole, skimmed or soy. Cocoa and caramel will also be used in the preparation of the espresso based coffee drinks (Franchise Direct, 2013).
[bookmark: _Toc349737965][bookmark: _Toc375072835]UNIQUE SELLING POINT
USP i.e. unique selling point or unique selling proposition of a business is the thing that set the business apart from the competitors. Coffee for you believe that USP of a business can be an actual fact a perceived difference or a specialty. Coffee 4 U is considering mainly three factors for its USP which are briefed below:
· The first USP of Coffee 4 U is the product’s category. As we know that Singapore is a location where people from different communities and areas of the world stay and hence we would be serving the taste of all the types that we can.
· As we discussed above that in Singapore people from many communities stay therefore language is also a problem for people and hence we will have mainly three to four waiters who will have knowledge of English, Malay, Chinese and Tamil. These are the official language of the country.    
[bookmark: _Toc375072836]GOALS AND POTENTIAL OF BUSINESS
Goals of the business are described below:
· The first objective of the business is to provide best taste of coffee to our customers in the area of Merchant Road.
· Second objective is to earn profits within three to four months of the incorporation of business.
· Keeping the gross margin high is another objective of the business. 
The above goals can be achieved with the help of better quality of products and services. We described above that to enhance the services offered to the customers we would be providing free magazines, newspapers as well as peaceful music will be played every time inside the coffee bar, also the management of the company will keep its eyes open for any required changes in the strategy of the services as well as in the design of the coffee bar.
[bookmark: _Toc349737966][bookmark: _Toc375072837]MISSION
Potential of the coffee business is very high in Singapore. Success of a coffee business mainly depends on the location where we are going to open our coffee shop. Merchant Road is a very busy and crowded place of Singapore and it is mainly filled with professional people. Professionals and office going people are the best customers of a coffee shop. Hence, we are having a great business potential of business at Merchant Road.
Mission of the company is to initially establish its business at Merchant Road and get the success. After achieving the success in the Merchant Road Area we will move to the other important areas of the country such as Jurong West Street, Serangoon Garden Way and Craig Road etc. Hence, the company is aimed to become the best coffee selling company in the country. And if the financial performance of the company allows we can also think to outside of the nation sometime in future. Thus, the milestone of the company is very simple; first: achieve the profit within the three to four months of the business, second: become the best coffee taste provides in the Merchant Road area, third: expand business in other parts of the country and fourth: if the financial performance of the company allows expand its business all over the country as well as outside the country in future (Hetzel, 2011).
[bookmark: _Toc375072838]MILESTONE SCHEDULE
The milestone schedule of the company is provided below:
· We would try to get the building on rent and will finish the legal requirements within first month of the 2013. This will require minimum of $ 125000 as it will include the legal charges of establishing the business as well as rent for the first year according to the $ 10000 per month. 
· IN the next month the designing of the coffee bar will be done. The coffee bar will be designed to provide the best coffee drinking experience to our consumers. It will require $ 20000.
· After the designing of the coffee bar and accomplishment of the legal requirements within fifteen days we will go for the purchase of the office and kitchen equipment. This will need approximately $ 450000.
· When the bar will be set up we will go for the promotion of at least one month. This promotion of the one month will be done through social networking websites and below the line promotion technique. For this Coffee 4 U has decided a budget of $ 7000.
· Apart from all the above activities we have also decided that we will start selling our products in the fourth month of establishing our business and we will try to achieve the break - even point within three to four months of the business.       
[bookmark: _Toc349737967][bookmark: _Toc375072839]RESEARCH AND ANALYSIS
[bookmark: _Toc349737968][bookmark: _Toc375072840]TARGET MARKET
Our target market is the commercial areas of Singapore. That is why we have selected Merchant Road as here generally office going people come and they are our target customers. Coffee is a drink needed by people for relaxation and after heavy duty of offices they need a better experience of coffee drinking. Our business is basically focused on this Idea. We have selected Merchant road for our shop because the weather here as well as availability of electricity and water are favorable for the coffee business. Apart from office workers students are also our target customers. Coffee bar is generally considered as a better meeting place both for office workers as well as students. Office going people and students will get Coffee 4 U a place for better meetings without extra charges.
[bookmark: _Toc349737969][bookmark: _Toc375072841]MARKET SIZE AND TREND
Considering the market size and trend of the coffee market we find that coffee industry is growing rapidly every day. More than 2.25 billion cups of coffee are consumed every day and 90% of the total worldwide coffee production is done in developing countries and consumption takes place in the industrialized economies. Top producer of coffee is Brazil which produces 2.44 millions of metric tons coffee annually. Consumption of coffee has increased by around 2% since last 30 years. Worldwide coffee consumption can be represented easily with the diagram given below:
[image: C:\Users\Absas\Desktop\AMBAREESH\MAH280213_1034_1775 Buss Plan\Untitled.png]
(Source: Sasi Group, 2006)
Considering the Singapore coffee market we find that its growth is faster than other parts of the world. Total volume growth of coffee in Singapore in 2011 was 5%. This has happened as a result of the strong economic growth of Singapore. Singapore market is full with the local as well as international coffee shops. It is also expected that the total volume of coffee will increase by 2% CAGR in future. Nestle Singapore Pte Ltd is the leading company in Singapore in coffee selling business which has 40% of the total market share. It is sure that Nestle has become able to do this with its continuous promotional strategy which attracted maximum consumers towards Nestle (Euro monitor International, 2012). It is sure that fighting with international giants like Nestle, Starbucks etc will not be easy. Appropriate marketing plan and promotional strategy would be required to survive in the Singapore coffee market.




[bookmark: _Toc349737970][bookmark: _Toc375072842]SWOT ANALYSIS
STRENGTH
· Biggest strength of “Coffee 4 U” is that it would be providing new taste of coffee to its consumers in Merchant road area which is essential to compete with the neighboring coffee shops.
· The design of the coffee bar and the ambience that we would be providing is strength of Coffee 4 U as we are focusing on the consumer’s coffee drinking experience heavily.
· The location of our coffee bar is also its strength as we have already mentioned that Merchant road is a potential market place for Coffee 4 U.
· Our waiters, cooks and other top management team will also be strength for us as they are having knowledge of the business and passion for getting the success is the motivational factors of its employees (Belcher, 2013).
WEAKNESSES
· Coffee 4 U has weaknesses too. First most important weakness is its inexperience in the business and that is why Coffee 4 U will be looking for business advisor.
· Also small size of the company is a weakness as it will take time to come at the level of Nestle and Starbucks. 
· Competitive pricing is another difficulty of the company as the products that it would be selling will be costly and making consumers ready for it is a difficult task.
OPPORTUNITY
· Coffee 4 U is ready for every opportunity available to it. To utilize the opportunities it will be always ready to add new products and services such as “coffee of the month” etc.
· It would also be looking for new locations as soon as it starts making profits in Merchant Road area.
· Growth in the coffee consumption is also an opportunity for the coffee business in Singapore.
· Continuously growing economy of the country as well as rising disposable income of the consumers can be considered as an opportunity for “Coffee 4 U” (Schwartz, 2011).
THREATS
· Biggest threat for Coffee 4 U is increasing number of small as well as big players in the industry. Giants like Nestle and Starbucks are applying new promotional strategies and they have string loyal customer base too.
· Unstable economic situation of the world is also a threat.
· Rising cost of raw material and coffee worldwide is another tension of the business (Franchise Direct 2013).
[bookmark: _Toc349737971][bookmark: _Toc375072843]MARKETING PLAN
[bookmark: _Toc349737972][bookmark: _Toc375072844]PRODUCT
As we have already discussed that the products of the company will have a range of varieties. The ingredients which will be used will be of high quality and strict formulation techniques will be followed by the cooks in preparing the coffee. The main product category of Coffee 4 U includes: espresso drinks, brewed drinks, teas, beverages as well as energy drinks. Apart from drinks food items will also be there which will include sandwiches, salad and pastries which are demanded highly by office workers as well as students.       
[bookmark: _Toc349737973][bookmark: _Toc375072845]PRICE 
Since price is the factor which will be affecting the profitability of the business hence setting a competitive pricing strategy is important for Coffee 4 U. For pricing of our products we would be considering not only the cost of the raw material used in the preparation of the products but also the market potential and design of the bar and other services will be considered. The menu of Coffee 4 U will be base for the pricing of the strategy. First of all Coffee 4 U will not be providing free salads with sandwiches and price of the different types of glass and straw will also be considered in pricing strategy making. Coffee 4 U believes in flexible pricing and it will be always open to change pricing as per the requirements. Also Coffee 4 U will be offering a little lower pricing than its competitors to attract more and more consumers (Magloff, 2013).     
[bookmark: _Toc349737974][bookmark: _Toc375072846]PLACE
The place which we have selected is a chic location. The “chic – ness” of the location is that it is full with the target customers. We have already discussed that Merchant Road is a high potential market for Coffee business. We would be using posters and other promotional activities at the places where offices are situated. Also the colleges and institutes are the target places for the promotion of the Coffee 4 U. When we would be able to establish our business in Merchant Road area we would be moving towards other commercial areas of the country. The other parts of the country which are considering currently are West Street, Serangoon Garden Way and Craig Road etc. We may change our location decision as per the success of the business in upcoming future.     
[bookmark: _Toc349737975][bookmark: _Toc375072847]PROMOTION
Promotion is the most important factor of the success of our business. We would be focusing on the aggressive promotional strategy. As we all know that for a coffee business word of mouth means a lot therefore we would be mainly focusing on the better experience of the consumers and for that we will have a range of services such as providing free magazines, newspapers, playing music inside the bar etc. We would also be providing free Wi – Fi services to our customers as we are targeting the office working people and students who are always in touch with the internet. Also there will be connections available to charge laptops and mobile phones as these are the basic needs of the consumers. We are sure that things will help in increasing the word of mouth for Coffee 4 U.
Apart from above, social networking websites are the best tool for promotion of a coffee bar. We will make sure that we are having a Facebook page to make our presence on social networking websites. We will also have our own website where we will be posting about our new products and services. Announcements of the special offers and events will be done on own website (Lewis, 2013).               
[bookmark: _Toc349737976][bookmark: _Toc375072848]MANAGEMENT
[bookmark: _Toc349737977][bookmark: _Toc375072849]LEGAL REQUIREMENTS
Completing the legal requirement is must to establish the coffee business in Singapore. It is obvious that we need to have work permit for establishing a coffee business. National Environment Agency in Singapore issues license in the name of the body corporate for the establishment of the business. Hence the first requirement is of getting the license for the business (Ministry of Manpower, 2013). The legal requirements which we need to focus are mainly related to the legislations off environment, taxation, health and safety of the consumers and employees. Since we are in the food and beverages industry therefore we need to focus on the legislations related to food safety. We can get the food safety and hygiene certificate for the issues related to the safety of the consumer’s health. Another thing which we need to focus is the alcohol serving. We may require liquor license from the government (Queensland Government, 2012). Hence, in this manner we will be able to comply with the legal requirements of the government.
[bookmark: _Toc349737978][bookmark: _Toc375072850]PERSONNEL REQUIREMENT AND PERCIEVED GAP
Employees are the most important part of a company and we believe fact that employees are the assets of the company. While looking at the personnel requirement of Coffee 4 U we find that we would need approximately 8 to 10 employees. The employee’s categories will include Manager, Chef, Water and Security Guard. As we have already discussed that the ownership of the company will be in the hand of Mr. Ken and Angel Investors who have invested the initial capital in the business. Apart from the owners the company will be hiring a manager for the Coffee 4 U at Merchant Road. The manager will be responsible for day to day business activities of the coffee bar. The manager will be an experience holder of at least five years. Obviously we will have to pay accordingly to the manager. Similarly, we would be hiring minimum of two baristas who will be responsible for preparing the coffee. Apart from these two full time baristas we would be hiring two more part time baristas so that the need can be met in difficult situation. Waters will be hired as per the sales growth of the business. Initially, we would be hiring three waters and also two security guards will be hired (Coffee shop Company, 2013).
Although our employees will have experience of serving the food and beverages industry still we will be arranging a consultant for the important business decisions. This consultant will help in bridging the perceived gap between the experience and current requirement of the Coffee 4 U.



[bookmark: _Toc349737979][bookmark: _Toc375072851]FINANCIAL ANALYSIS
[bookmark: _Toc349737980][bookmark: _Toc375072852]PROJECTION OF FINANCIAL STATEMENTS
INCOME STATEMENT
The total annual sale for the first year is expected to reach $ 500,000 which gives a $ 200 sale per square foot. This sales revenue is according to the industry performance. The net profit of the company for first year is calculated as $ 15155. “Coffee 4 U” is expected to gain high growth rate after completing its one year in the business. Summary of the cash flow statement is provided below:
	Projected Income Statement (Monthly Basis for the year 2013)

	
	Month 1
	Month 2
	Month 3
	Month 4
	Month 5
	Month 6

	
	
	
	
	
	
	

	Sales Revenue
	35000
	38000
	40000
	41000
	41000
	41000

	Cost of Goods Sold
	10000
	11000
	12000
	12500
	12500
	12500

	Gross Margin
	25000
	27000
	28000
	28500
	28500
	28500

	Expenses
	
	
	
	
	
	

	Payroll Expenses
	12500
	12500
	12500
	12500
	12500
	12500

	Marketing and Promotion
	1700
	1700
	1700
	1700
	1700
	1700

	Depreciation
	400
	400
	400
	400
	400
	400

	Rent
	10000
	10000
	10000
	10000
	10000
	10000

	Maintenance
	250
	250
	280
	300
	300
	300

	Utilities
	420
	420
	420
	420
	420
	420

	Payroll Taxes (15% of Payroll Expenses)
	1875
	1875
	1875
	1875
	1875
	1875

	Total Operating expenses 
	27145
	27145
	27175
	27195
	27195
	27195

	PBIT
	-2145
	-145
	825
	1305
	1305
	1305

	EBIDTA
	-1745
	255
	1225
	1705
	1705
	1705

	Interest charge 
	0
	0
	0
	0
	0
	0

	PBT
	-2145
	-145
	825
	1305
	1305
	1305

	Tax Incurred
	0
	0
	0
	0
	0
	0

	Net Profit
	-2145
	-145
	825
	1305
	1305
	1305

	
	
	
	
	
	
	

	
	Month 7
	Month 8
	Month 9
	Month 10
	Month 11
	Month 12

	Sales Revenue
	41000
	41000
	41000
	45000
	45000
	51000

	Cost of Goods Sold
	12500
	12500
	13000
	13000
	14000
	14500

	Gross Margin
	28500
	28500
	28000
	32000
	31000
	36500

	Expenses
	
	
	
	
	
	

	Payroll Expenses
	12500
	12500
	12500
	12500
	12500
	12500

	Marketing and Promotion
	1700
	1700
	1700
	1700
	1700
	1700

	Depreciation
	400
	400
	400
	400
	400
	400

	Rent
	10000
	10000
	10000
	10000
	10000
	10000

	Maintenance
	300
	330
	330
	400
	450
	510

	Utilities
	420
	420
	420
	420
	420
	420

	Payroll Taxes (15% of Payroll Expenses)
	1875
	1875
	1875
	1875
	1875
	1875

	Total Operating expenses 
	27195
	27225
	27225
	27295
	27345
	27405

	PBIT
	1305
	1275
	775
	4705
	3655
	9095

	EBIDTA
	1705
	1675
	1175
	5105
	4055
	9495

	Interest charge 
	0
	0
	0
	0
	0
	5000

	PBT
	1305
	1275
	775
	4705
	3655
	4095

	Tax Incurred
	0
	0
	0
	0
	0
	696.15

	Net Profit
	1305
	1275
	775
	4705
	3655
	3398.85

	
Projected Income Statement (Quarterly Basis for year 2014)

	
	Q 1
	Q 2
	Q 3
	Q 4

	Sales Revenue
	150000
	155000
	160000
	180000

	Cost of Goods Sold
	42000
	45000
	48000
	50000

	Gross Margin
	108000
	110000
	112000
	130000

	Expenses
	
	
	
	

	Payroll Expenses
	39000
	39000
	39000
	39000

	Marketing and Promotion
	6000
	6000
	6000
	6000

	Depreciation
	1260
	1260
	1260
	1260

	Rent
	30000
	30000
	30000
	30000

	Maintenance
	1500
	1550
	1600
	1650

	Utilities
	1500
	1500
	1500
	1500

	Payroll Taxes (15% of Payroll Expenses)
	5850
	5850
	5850
	5850

	Total Operating expenses 
	85110
	85160
	85210
	85260

	PBIT
	22890
	24840
	26790
	44740

	EBIDTA
	24150
	26100
	28050
	46000

	Interest charge 
	0
	0
	0
	20600

	PBT
	22890
	24840
	26790
	24140

	Tax Incurred
	0
	0
	0
	4103.8

	Net Profit
	22890
	24840
	26790
	20036.2

	
	
	
	
	

	Projected Income Statement (Quarterly Basis for year 2015)

	
	Q 1
	Q 2
	Q 3
	Q 4

	Sales Revenue
	185000
	190000
	192000
	200000

	Cost of Goods Sold
	51000
	53000
	55000
	50000

	Gross Margin
	134000
	137000
	137000
	150000

	Expenses
	
	
	
	

	Payroll Expenses
	40000
	40000
	40000
	40000

	Marketing and Promotion
	6500
	6500
	6500
	6500

	Depreciation
	1500
	1500
	1500
	1500

	Rent
	30000
	30000
	30000
	30000

	Maintenance
	1700
	1750
	1800
	1800

	Utilities
	1600
	1600
	1600
	1700

	Payroll Taxes (15% of Payroll Expenses)
	6000
	6000
	6000
	6000

	Total Operating expenses 
	87300
	87350
	87400
	87500

	PBIT
	46700
	49650
	49600
	62500

	EBIDTA
	48200
	51150
	51100
	64000

	Interest charge 
	0
	0
	0
	24000

	PBT
	46700
	49650
	49600
	38500

	Tax Incurred
	0
	0
	0
	6545

	Net Profit
	46700
	49650
	49600
	31955

	
	
	
	
	


     
CASH FLOW STATEMENT
“Coffee 4 U” is expected to maintain increasing cash flow for the next three years. Summary of the cash flow statement of the company is provided below.
	Projected Cash Flow Statement (Quarterly Basis for year 2013)

	
	Q 1
	Q 2
	Q 3
	Q 4

	Cash Received
	
	
	
	

	Cash from operation
	
	
	
	

	Cash Sales
	113000
	123000
	123000
	141000

	Total cash from operations
	113000
	123000
	123000
	141000

	Additional Cash Received
	
	
	
	

	New Current borrowings
	0
	0
	0
	0

	New long term liabilities
	0
	0
	0
	0

	Sales of current assets
	0
	0
	0
	0

	Sales of long term assets
	0
	0
	0
	0

	Total Cash Received
	113000
	123000
	123000
	141000

	Expenditure
	
	
	
	

	Expenditure from operations
	
	
	
	

	Cash Spending
	37500
	37500
	37500
	37500

	Bills Payment
	60000
	70000
	75000
	80000

	Total Cash spent on operations
	97500
	107500
	112500
	117500

	Additional Cash Spent
	
	
	
	

	Sales Tax paid out
	0
	0
	0
	0

	Principal Payment of current borrowing
	0
	0
	0
	5000

	Long Term Liabilities Principal Payment
	0
	0
	0
	0

	Purchase of Assets
	0
	0
	0
	0

	Dividends
	0
	0
	0
	0

	Total Cash spent
	97500
	107500
	112500
	122500

	Net Cash Flow
	15500
	15500
	10500
	18500

	
	
	
	
	



	Projected Cash Flow Statement (Quarterly Basis for year 2014)

	
	Q 1
	Q 2
	Q 3
	Q 4

	Cash Received
	
	
	
	

	Cash from operation
	
	
	
	

	Cash Sales
	150000
	155000
	160000
	180000

	Total cash from operations
	150000
	155000
	160000
	180000

	Additional Cash Received
	
	
	
	

	New Current borrowings
	0
	0
	0
	0

	New long term liabilities
	0
	0
	0
	0

	Sales of current assets
	0
	0
	0
	0

	Sales of long term assets
	0
	0
	0
	0

	Total Cash Received
	150000
	155000
	160000
	180000

	Expenditure
	
	
	
	

	Expenditure from operations
	
	
	
	

	Cash Spending
	39000
	39000
	39000
	39000

	Bills Payment
	80000
	85000
	87000
	98000

	Total Cash spent on operations
	119000
	124000
	126000
	137000

	Additional Cash Spent
	
	
	
	

	Sales Tax paid out
	0
	0
	0
	0

	Principal Payment of current borrowing
	0
	0
	0
	5000

	Long Term Liabilities Principal Payment
	0
	0
	0
	1000

	Purchase of Assets
	0
	0
	0
	2000

	Dividends
	0
	0
	0
	0

	Total Cash spent
	119000
	124000
	126000
	145000

	Net Cash Flow
	31000
	31000
	34000
	35000



	Projected Cash Flow Statement (Quarterly Basis for year 2015)

	
	Q 1
	Q 2
	Q 3
	Q 4

	Cash Received
	
	
	
	

	Cash from operation
	
	
	
	

	Cash Sales
	185000
	190000
	192000
	200000

	Total cash from operations
	185000
	190000
	192000
	200000

	Additional Cash Received
	
	
	
	

	New Current borrowings
	0
	0
	0
	0

	New long term liabilities
	0
	0
	0
	0

	Sales of current assets
	0
	0
	0
	0

	Sales of long term assets
	0
	0
	0
	0

	Total Cash Received
	185000
	190000
	192000
	200000

	Expenditure
	
	
	
	

	Expenditure from operations
	
	
	
	

	Cash Spending
	40000
	40000
	40000
	40000

	Bills Payment
	98000
	99000
	100000
	103000

	Total Cash spent on operations
	138000
	139000
	140000
	143000

	Additional Cash Spent
	
	
	
	

	Sales Tax paid out
	0
	0
	0
	0

	Principal Payment of current borrowing
	0
	0
	0
	5000

	Long Term Liabilities Principal Payment
	0
	0
	1000
	2000

	Purchase of Assets
	0
	0
	2000
	3000

	Dividends
	0
	0
	0
	0

	Total Cash spent
	138000
	139000
	143000
	153000

	Net Cash Flow
	47000
	51000
	49000
	47000


    
BALANCE SHEET
Projected balance sheet for “Coffee 4 U” is provided below. We expect that we would be able to increase our net worth year on year. Also the balance sheet has a proper balance of debt and equity. We have tried to maintain a debt/ equity ratio of approximately 40:60. This has been done simply to achieve the tax shield. Summary the Balance sheet is given below:
	Projected Balance Sheet (yearly basis)

	
	2013
	2014
	2015

	Assets
	
	
	

	Current Assets
	
	
	

	Cash
	300000
	450000
	570000

	Inventory
	34000
	40000
	42000

	Other Current Assets
	8000
	10000
	12000

	Total current Assets
	342000
	500000
	624000

	Fixed Assets
	100000
	102000
	107000

	Accumulated Depreciation
	8000
	8160
	8560

	Total Long Term Assets
	108000
	110160
	115560

	Total Assets
	450000
	610160
	739560

	Liabilities and Capital
	
	
	

	Current Liability
	
	
	

	Accounts payable
	80000
	80000
	100000

	Current Borrowing
	50000
	30000
	20000

	Other Current Liabilities
	0
	0
	0

	Total Current Liabilities
	130000
	110000
	120000

	Long Term Liability
	50000
	80000
	100000

	Total Liabilities
	180000
	190000
	220000

	Paid In Capital
	260000
	330000
	350000

	Retained Earnings
	-5155
	8272
	16466

	Earnings
	15155
	81888
	153094

	Total Capital
	270000
	420160
	519560

	Total Liabilities and Capital
	450000
	610160
	739560

	Net Worth
	270000
	420160
	519560


     
[bookmark: _Toc349737981][bookmark: _Toc375072853]BREAK EVEN ANALYSIS
Break Even analysis of the company is shown in the graph below. As we expected that we will be able to meet our total cost within three to four months, the same has come out in the projections as well. The graph below explains that “Coffee 4 U” will be able to meet its total cost in second month and will start making profits from the third month. The same has also come out in the income statement of first year.    

[bookmark: _Toc349737982][bookmark: _Toc375072854]INVESTMENT PROPOSAL
[bookmark: _Toc349737983][bookmark: _Toc375072855]SOURCES OF CAPITAL FUNDING
“Coffee 4 U” is a limited liability company owned by Mr. Ken. The company believes in taking debt and utilizing the funding from debt as debt is cheaper than equity and when the amount of debt is productive then the threat of bankruptcy also gets reduced. “Coffee 4 U” has tried to maintain a debt/equity ratio of 40:60. Company is expected to increase the amount of debt in upcoming years. In the first year the company is expected to take a debt of $ 180000 and this amount of debt will increase in second and third year of its operation. A portion of the amount of debt is taken from Bank of Singapore. The debt amount is also taken from Angel investors and in second year the debt will increase by 5.5 % and as we expect growth in business therefore we will go for further debt which will reach up to $ 220000 in the third year of the business. In a similar manner the equity applied by the owners of the business will also change. In the first year of the business equity from the owners is $ 260000. It increases at a rate of approximately 26% in next year.
[bookmark: _Toc349737984][bookmark: _Toc375072856]EXPECTED FINANCIAL RETURN

NET PRESENT VALUE
Net present value of the firm is calculated by discounting the cash flow of the firm at the rate of cost of capital. The cost of capital (KO) is calculated below for “Coffee 4 U”:
Cost of Equity = KE = 10%
Cost of Debt = KD = 5%
Weight of Equity = WE = 41%
Weight of Debt = WD = 59% (The debt equity ratio for “Coffee 4 U” is 41:59)
Therefore, 	Cost of Capital KO = WE*KE + WD*KD
		KO = .59*.1 + .41*.05
		KO = 7.95% approximately 8%
Initial outflow of the business is $ 200,000. (Initial outflow of the business is calculated in the Appendix of the report). The NPV for “Coffee 4 U” is calculated below:
NPV = CF1/ (1 + KO) + CF2/ (1 + KO) 2 + CF2/ (1 + KO) 2 – CF0
	YEAR
	Cash Flow 
	Present Value Factor @ 8%
	Present Value of the cash flow

	Initial Outflow
	-200000
	
	

	2013
	60000
	.926
	55560

	2014
	131000
	.857
	112267

	2015
	194000
	.794
	154036



NPV = (55560 + 112267 + 154036) – 200000
NPV = $ 121863
Since, our NPV is positive therefore we can easily go for the business.   
INTERNAL RATE OF RETURN
IRR is calculated with the help of formula given below:
IRR = Lower Rate + NPVLR/ (NPVLR – NPVHR) * Change in interest rate
Here, NPVLR is NPV of the company at randomly selected lower rate.
NPVHR is NPV of the company at higher rate.
The two randomly selected rates are 30% and 35%. Now, the NPV at these rates are given below:
	YEAR
	Cash Flow 
	Present Value Factor @ 30%
	Present Value of the cash flow @ 30%
	Present Value Factor @ 35%
	Present Value of the cash flow @ 35%

	Initial Outflow
	-200000
	
	
	
	

	2013
	60000
	0.769
	46140
	0.741
	44460

	2014
	131000
	0.592
	77552
	0.549
	71919

	2015
	194000
	0.455
	88270
	0.406
	78764

	NPV
	
	
	11962
	
	-4857


IRR = 0.30 + {11962/ (11962 + 4857)}* .05
IRR = 0.30 + 0.0355
IRR = 33.55%
Hence, IRR of the company is above 30 % and we all know that higher the IRR, better the company.     
[bookmark: _Toc349737985][bookmark: _Toc375072857]ANGEL INVESTORS
Angel investors were very helpful in arranging the capital for the business. We have taken ten percent of the debt from Angel Investors of Singapore and “Angels Den” has provided this fund of $ 18000. And for providing this fund Angels Den has received 2% of the shareholding in the company.   
[bookmark: _Toc349737986][bookmark: _Toc375072858]CRITICAL RISK
[bookmark: _Toc349737987][bookmark: _Toc375072859]POTENTIAL RISKS AND OBSTACLES
Evaluating and analyzing the critical risk factors is important for the success of the “Coffee 4 U”. Risks for “Coffee 4 U” can be categorized in the following manner:
· Risk of fire
· Risk of safety of customers and public
· Cash handling procedures 
· Physical and electronic security
Commercial cooking activities results in many fire accidents each year. We need to focus on this issue and try to get the precautions so that we can manage the property damage due to fire.

[bookmark: _Toc375072860]ALTERNATIVE COURSE OF ACTION
First of all regular cleaning and maintenance is required which will restrict the unwanted things to take place. The main activities which we can do are that we can clean the fume extraction hood filters in every two weeks. Oil which we would be using will get changed regularly. Maintenance of the equipments and electric motors and pumps will also be done at regular time interval. Apart from this we would be using fire extinguishing equipments to prevent our property from fire. And most importantly we will get an insurance to cover the anticipated losses due to fire (Lumley Insurance, 2000).
Similarly for the safety of customers and public we will make sure that entry and exit are made properly in the coffee bar. An emergency exit door will also be there. Regular maintenance of floor and furniture will also be helpful in the risk mitigation. To deal with the risk of cash handling procedure we will have thoroughly written document.                 
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[bookmark: _Toc349737990][bookmark: _Toc375072863]A. START UP COST
The Startup cost of the company is estimated as $ 200000. A detail of the startup cost is provided below:
Cost of Legal requirements (Getting licenses for the business) = $ 5000
Fees of Consultant = $ 4000
Cost of Office equipment = $ 15000
Cost of Kitchen Equipment = $ 30000
Rent for the Building = $ 120000 ($ 10000 per month and rent for first year will be paid at the beginning of the business)
Marketing and Promotion Cost = $ 7000
Design of the Coffee bar = $ 20000
Others = $ 17000
[bookmark: _Toc349737991][bookmark: _Toc375072864]B. ASSUMPTIONS FOR THE FINANCIAL PLAN
The financial plan for “Coffee 4 U” has been made on following assumptions:
Short Term Interest rate = 10%
Long Term Interest rate = 12%
Cost of Equity = 10%
Cost of Debt = 5%
Tax rate = 17%
Pay Roll Tax rate = 15%
Depreciation Method = Straight Line Depreciation method
Depreciation Rate = 8%
Break Even Analysis
Sales	35000	38000	40000	41000	41000	41000	41000	41000	41000	45000	45000	51000	Total Cost	37145	38145	39175	39695	39695	39695	39695	39725	40225	40295	41345	41905	4
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