Appendix № 1 to

Decree of the Ministry of Economic Development of Russian Federation from No. 75 dated 23.03.2006 

Standard

Business Plan to Be Provided for Conclusion (Alternation) of Agreement 

on the Conduct of Industrial Production Activities

APPROVED BY

Title___________

 _______ Surname

___  ______200___

BUSINESS PLAN

(short title of the project)

city – year

1. Information about the Applicant for the status of the resident of the special economic zone 

1.1. Name of legal entity of the Applicant for the status of resident of the special economic zone (herein after referred to as “the Applicant”), or the resident, introducing changes to the agreement on the Conduct of Industrial Production Activities

1.2. Business legal structure of the Applicant, names and address of founders.

1.3. Date of registration of the Applicant, number of the registration certificate, and name of registration body.

1.4. Place of State registration and postal address of the Applicant.

1.5. Surname, name, patronymic, telephones, faxes of the manager (managers) of the Applicant. 

The type (types) of economic activities of the enterprise. In case the enterprise carries out several types of economic activities for the moment of submission of the initial application, indicate a percentage of profit that falls on each type of the activities in the total volume of revenue on the average for the last financial year of activities.

1.6. Period of project implementation.

1.7. Full value of project implementation, expected sources of funds and their structure (capital base and loan proceeds of the Applicant, funding from the budget).

1.8. Declaration on commercial secrets.

1.9. Date of Business Plan compilation.

2. Preamble (project summary) (2-3 pages) 

Information characterising directions and objectives of the Applicant’s activities, proofs of efficiency, and marketability of the project.

2.1. The essence of supposed project and place of its implementation.

2.2. Efficiency of project implementation.

2.3. Project total cost.

2.4. Necessary (raised) financial resources.

2.5. Project payback period.

2.6. Financial results of the plan implementation (net present value, internal rate of return, annual amounts of tax revenues into the budget of the Russian Federation, budget of the constituent entity of the Russian Federation and local budget for the nearest three years).

2.7. Supposed form and conditions of investor’s (creditor’s) participation.

2.8. Security for investments (credits).

2.9. By-effects (social, environmental) of project implementation.

3. Analysis of the situation in the sector and description of the Applicant organisation (up to 7 pages)

3.1. Analysis of the current state and prospects of sector’s development.

3.2. Main consumer groups and their territorial location.

3.3. Forecasts of market opportunities for the products (jobs, services).

3.4. Expected share of the Applicant in the production of the sector. Importance of the products for the economic and social development of the constituent entity of the Russian Federation.

3.5. List of the main (potential) competitors, their shares of the market.

3.6. General conception of proposed business (objectives of operation, products (jobs, services), main consumers).

3.7. Owners of the Applicant organization.

3.8. List of existing (potential) strategic partners and contractors. 

4. Description of products (jobs, services) (up to 5 pages)

4.1. Main characteristics of the products (jobs, services) (functional purpose, main consumer features and parameters of products (jobs, services), compliance with State standards, patent-license protection, quality management requirements, servicing, possibilities of adaptation (modification) of products (jobs, services) to market changes).

4.2. Experience in the production of these products (jobs, services).

4.3. Analysis of the life-style quality of products (jobs, services)

4.4. Comparative analysis of main characteristics of analogous and competitive (substitutional) types of products (jobs, services).

5. Marketing and distribution of products (jobs, services) (up to 7 pages) 

This section should prove that products (jobs, services) of the Applicant have their target market; and appropriate tactics of competitive struggle and mechanism of promotion of products to the market should be substantiated:

5.1. Factor analysis of the situation in the target markets (products, jobs, services) and its segments (capacity, degree of saturation, market growth potential).

5.2. Evaluation of the market share of the Applicant and sales volume by range of products (jobs, services).

5.3. Substantiation of the market niche for products (jobs, services) and medium-term concept of its expansion (characteristics of target markets and consumer behaviour, sales forecasts, difficulties of entering into (expansion at) target markets, most effective mechanisms of promoting products (jobs, services) into target markets).

5.4. General strategy of Applicant’s marketing.

5.5. Characteristics of Applicant’s pricing policy (comparison of its own strategy in the sphere of prices with pricing policy of main competitors, substantiation of prices for products taking into account the requirements to the quality and analysis of cost price formation, cost recoupment evaluation, rate of profitability of sales, discounting policy).

5.6. Tactics of the sales of products (jobs, services). Analysis of sales methods (direct supply, trade representatives, intermediaries) and their efficiency, selection of priority sale channels in long term and availability of contracts and protocols of intents for supply).

5.7. After-sales service policy and provision of guarantees.

5.8. Advertising and sales promotion of products (jobs, services).

5.9. Strategy in the sphere of quality (most consumer-attractive quality characteristics of products (jobs, services), and their trends, strategic line of Applicant’s behaviour in the market in the sphere of quality and design of products (jobs, services)).

6. Product logistics (up to 3 pages)

6.1 Sources of raw materials for the production, their location and types of delivery, cargo traffic flows (per month).

6.2. Storage capacities necessary for the handling and storage of raw materials.

6.3. Storage capacities necessary for the storage of finished products and types of delivery to consumers, cargo traffic flows (per month).

7. Production schedule (up to 5 pages) 

Substantiation for selection of the specific production (scientific-engineering) process and capabilities of the Applicant to produce necessary quantity of products (jobs, services) with specified quality characteristics within the declared periods. All data of this section shall be presented in medium term.

7.1. The place of project implementation (with a rationale for this choice) and construction site, their distinctive features (climate, availability of transport, utilities, social infrastructure, construction companies and auxiliary repair organizations, availability and state of production facilities etc.).

7.2. Planning and estimated cost of operations on the project (construction period, assembling period, break-in and designed capacity achievement - planned schedule indicating costs for the implementation of each stage).

7.3. Production program of the Applicant in regard to the range of products.

7.4. Production capacities and their development (calculation of the needed capital assets being based on standards of productivity, production technology and rationale for its choice, technical and age structure of main equipment, its suppliers, renting and leasing opportunities for necessary equipment, form of amortization and annual value of capital allowances).

7.5. Investment plan.

7.6. Strategy of logistical support of production activity programme (calculation of demand in material resources, suppliers of resources and rationale for their choice, delivery terms, estimated prices, and possible alternative sources of resource supply).

7.7. Evaluation of skilled labour supply for production needs (total number of personnel, structural analysis of industrial production personnel programme by age and professional skills, remuneration system and annual wage fund, supposed changes in the structure of personnel as the business develops).

7.8. Characteristic of environmental impact of project implementation, environmental and technical safety.

7.9. Analysis of quality system of products (jobs, services).

8. Organisational structure (2-3 pages)

8.1. Brief information on members of the board and top management of the Applicant (short CVs indicating professional skills, employment history and experience in the given scope of activities, contact details).

8.2. Management structure of the Applicant (indicating main functions of top management).

8.3. Schedule of main events of business development (list of planned events indicating dates of commencement and completion of events and performers).

9. Finance plan (up to 5 pages)

Current financial condition of the enterprise shall be described in this section along with the estimated cash flows (revenues and expenditures). All calculations of this section shall be performed based of the information quoted in sections “Marketing and distribution of products (jobs, services)” and “Production schedule”. All data of this section shall be presented in medium term.

9.1. Analysis of financial and economic standing of the Applicant (only for operating companies, by calculating liquidity ratio, financial soundness, business activities, property status, profitability, and market value).

9.2. Income and expense budget of the Applicant (data on supposed incomes and expenses for all types of activity of the Applicant. First year of project implementation should be broken down by months; second and third years, by quarters; and further, on a year basis).

9.3. Cash flow budget (data on estimated incomes and expenses for all types of business activities of the Applicant. First year of project implementation should be broken down by months; second and third years, by quarters; and further, on a year basis).

9.4. Budget of tax payments (data on estimated tax payments for all types of business activities of the Applicant. First year of project implementation should be broken down by months; second and third years, by quarters; and further, on a year basis).

9.5. Estimated volume of investments to the project indicating funding sources.

10. Evaluation of project efficiency and its risks

This is a key section. This section plans expenses for project implementation, determines project efficiency, and evaluates risk factors of project implementation and possible options of their reduction. The following information shall be submitted in the section:

10.1. Calculation of absolute business economic indicators of the Applicant (revenue, costs analysis (jobs, works, services), proposals for cost saving, non-sale incomes and expenses, balance sheet profit, after-tax profit).

10.2. Calculation of net present value of the project (monthly).

10.3. Calculation of the internal rate of return (IRR). (It shall not be lower than the accepted interest rate on long-term credits).

10.4. Calculation of investment payback period for the project (period of time from the start of project implementation according to this Business Plan to the moment when a difference between the accumulated amount of net profit with capital allowances and volume of investment outlay will be positive).

10.5. Identification of breakeven point in the Applicant’s activities (calculated as a ratio of fixed costs to the difference between the price of products and a value of direct charges, divided by a volume of product sales).

10.6. Analysis of main risks:

10.6.1. Technological risks (reliability of technology, presence, serviceability and maintainability of equipment; availability of spare parts, additional accessories and auxiliaries; equipping with tools; training of maintenance staff; availability of skilled personnel if it is foreseen by the project; participation of foreign experts in assembling and training).

10.6.2. Organisational and managerial risks (presence of timeline of activities and guarantees of its completion; interest of all participants in the strict abidance by the schedule; possibility of doubling against organisational disruptions; availability of competent executive staff (certification of managers); relations with local authorities).

10.6.3. Maintenance risks (information analysis about suppliers of main manufacturing resources; evaluation of possibility to transfer to alternative raw materials; level of organization of incoming control for raw materials quality).

10.6.4. Financial risks (evaluation of existing financial position; probability of non-payments from project participants; credit and interest risk).

10.6.5. Economic risks (stability of economic status of the Applicant against changes in the country’s macroeconomic situation; evaluation of consequences of rise in tariffs and prices for strategic resources; probability of decrease in effective demand for products in the territory of the constituent entity of the Russian Federation and in the country in general; availability of alternative markets; consequences of tax climate deterioration).

10.6.6. Environmental risks (possible punitive sanctions and their impact on the economic status of the Applicant).

11. Appendix

The Appendix contains the documents that confirm or clarify the data submitted in the Business Plan. 

Notes:

· The Business Plan is elaborated for the period, which should exceed the project payback period for 3 years;

· When substantiating the investment project, all calculations are performed in the fixed annual average prices for the year in which the Business Plan is submitted for conclusion (alternation) of an Agreement on the Conduct of Industrial Production Activities;

· Federal Agency for the Administration of Special Economic Zones is entitled to request any additional information concerning the Business Plan submitted;

· The Applicant may submit any additional information at its option.

