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1 Executive Summary

ABCD Engineering Pty Ltd was established 18 months ago by brothers Johnny and Jimmy Jones. Johnny is involved in the day to day activities of the business whilst Jimmy is a silent partner and is employed on a full time basis elsewhere.

ABCD Engineering is involved in the manufacture of computer cut stainless steel parts for the automotive industry and the general industrial market. The company has reached a stage where it cannot expand without additional equipment. An opportunity has arisen for ABCD Engineering to purchase Carline Industries at a price which would be equivalent to one new piece of equipment.
Johnny and Jimmy are seeking to acquire the assets and goodwill of Carline Industries located at Suburb. Acquisition of the business presents many synergies between the businesses and as a result, economies of scale in production.

The key strengths of the business include:

· Industry knowledge and prior business success.

· Demonstrated demand for product.

· Synergies between both businesses
· Expanded customer base due to acquisition of Carline’s customers
The opportunities for the business include:

· Under serviced markets in the motor vehicle industry, mining industry, and the packaging industry. 
· Expansion of customer base 

· New synergies including equipment, customer base and industry.
Year 1 sales revenue is projected at approximately $1.5m for the combined business with profit projected at over $565k.

This business plan has been written to support an application for $400,000 funding. 

The funding will mainly be used for the purchase of the business, working  capital, stock, rent and professional services.

2 Registrations

2.1 Proprietors
	Name
	Johnny and Jimmy Jones

	Address
	1 Main Street, Suburb, VIC, 3000.

	Telephone
	0400 000 020

	Email
	Johnny@email.com.au


2.2 Company Details

	ABN/ACN
	123 123 12345

	Business Name/ Address
	ABCD Engineering Pty Ltd
123 Main Rd, Suburb VIC, 3000.


2.3 Accountant  

	Accountant/Address
	Good Accountants: Mr Good

331 Main Rd, Suburb,  VIC, 3000.

	Contact details


	03 0000 0001


2.4 Solicitor

	Solicitor/Address
	A Lawyer

222  Main Rd, Suburb, VIC, 3000.

	Contact details


	03 0000 8888


3 Proprietor’s Background 
Johnny Jones is a qualified toolmaker who has been in this trade for 17 years.  He was employed with ABC Toolmaking for 12 years and subsequently with XYZ Machinery for many years.
Eighteen months ago Johnny and brother Jimmy established ABCD Engineering Pty Limited. This business supplies computer cut steel parts to the motor vehicle parts industry as well as industry in general. One of its key clients is 123 Engineering, a first tier supplier to Ford and Holden.
Johnny is responsible for the end to end process of the manufacturing – he operates computer controlled machinery, set jobs and then machines the job. He is assisted with the book-keeping by wife Rosie.
4 Business Profile
ABCD Engineering Pty Ltd was established 18 months ago by brothers Johnny and Jimmy Jones. Johnny is involved in the day to day activities of the business whilst Jimmy is a silent partner and is employed on a full time basis with Best Engineering. 
Jimmy specialises in measuring equipment for the engineering industry and produces equipment which can tell a machine where a block of steel is for turning. He is one of only a few people in Australia who has this specialty.
ABCD Engineering is involved in the manufacture of computer cut stainless steel parts for the automotive industry and general industry. The business can generate either one-off parts or hundreds of thousands of parts at one time. 
Customers include 123 Engineering - first tier suppliers of parts to Ford and Holden; CBA Industries who in turn supply CCC Industries a large packaging company, and many others.
ABCD Engineering has reached a stage in its business lifecycle where it requires additional equipment if it is to grow. In order to do this it can do one of two things:

· Purchase new or used equipment. A new lathe costs $400,000.
· Purchase a business with assets which would be useful to ABCD Engineering.

An opportunity has arisen for the purchase of a business which has plant, equipment and a customer base which would be ideal for ABCD Engineering’s needs. This business is Carline Industries based in Suburb.

4.1 Carline Industries

Carline Industries is a long established business which provides computer cut stainless steel parts primarily for the truck industry. Its customers are located in the suburbs of CIty and western Victoria including Suburb, Town A, Town B and Town C. Key customers include OBE Trucks and Buses, CAD Trucks and Noname Trailers.
The business is owners have decided to retire. Owner has indicated to Jimmy Jones his intentions to sell the business. Following discussions between the two brothers, they decided that there were many synergies between the two businesses and have since made a formal offer to Owner. 

Owner’s original asking price was $500,000. Johnny and Jimmy have negotiated this down to $400,000. The business has not formally been advertised for sale nor is Owner dealing with any other party.

Carline Industries turnover for the past year was $500,000. For the two years prior to that the business turnover approximated $1 million. Turnover was down last year due to Owner’s attention being diverted to the construction of two factory units. These are now completed and leased to Officeworks and Godfreys.

Following sale of his business Owner will retain the freehold from which Carline Industries operates. A formal lease will be negotiated.
5 Marketing 
No marketing is planned for at least the first 3 months following the acquisition. This period will give Johnny time to integrate both businesses.
Once the businesses are successfully integrated and a key employee is engaged to take over production, Johnny will then develop a marketing program to expand both Carline’s and Business A Engineering’s existing customer bases together with potential new clientele. For example DEF Engineering’s (a competitor) turnaround time to meet customer orders is 9 weeks. 
There are many engineering firms who have long turnaround times due to high customer demand. Johnny sees many opportunities to target the customers of these firms as he will be able to minimise turnaround times due to his more efficient operations based on computer cutting and robot welding. Many of his competitors are still labour intensive.

6 Human Resources 
6.1 Staffing
ABCD Engineering’s sole employee is Johnny who is responsible for the end to end manufacturing. Once the sale is finalised it is Johnny’ intention to employ a specialist to take over his program and set the machines so that he can be freed up to concentrate on broadening the customer base.
In addition an additional labourer will be employed for general production.  Below is an organisation chart depicted the new structure of the business.

[image: image1]
7 Operations 
ABCD Engineering is currently located at Suburb. This business will be located to the larger premises at Suburb once the sale is finalised. This will allow room for business expansion. The move should not affect existing customers as all finished product is freighted.
Johnny’s wife will continue on a part time basis with the book-keeping. MYOB is the accounting software in use.

Below is an overview of the main operational components.

	Premises
	Equipment
	Policies
	Hardware
	Software

	Suburb location
	2 x Lathes
	OH&S
	Computer
	Microsoft office

	Office and factory space
	3 x robot welders
	Day to day business management
	Multi function device
	MYOB

	Bathroom facilities
	Forklift
	
	Landline phone
	Invoicing and ordering software

	
	Various hand tools
	
	Mobile phone
	


8 Competition 

Whilst there are many competitors in the marketplace, supply cannot keep up with demand for turned steel products due to the strong state of local manufacturing in the motor vehicle and truck industries. This is due to the breakneck growth that Australia’s economy has been experiencing which has a flow-on effect to industries such as the motor vehicle, and motor vehicle parts industries.
The future of ABCD Engineering is closely linked to the performance of the motor vehicle and truck industry in Australia. Ford and Holden are the largest manufacturers in Australia and whilst the economy remains reasonably buoyant, demand for parts should continue.
Competition is not seen as an issue as Johnny’s view is that he can offer extremely attractive turnaround times compared to some of his competitors due to a largely automated operation.
9 Funding 

The following table outlines the funding requirement for this business.

	Item
	$

	Purchase price/Establishment cost (estimate)
	447,000

	Stock (estimate)
	6,000

	Rent deposit (estimate)
	3,500

	Rent in advance (estimate)
	3,500

	Accounting, legal & brokerage (estimate)
	10,000

	Bank establishment fees (estimate)
	2,000

	Working capital
	24,000

	Personal funding during training
	4,000

	Total Investment Required:
	500,000


9.1 Customer Contribution & Funding Need
Proprietors will be contributing of $100,000 in cash. 
They will seek bank funding for a total of $400,000 in order to commence the business.  

9.2 Security & Other Income Sources
The following table outlines security available.

	Item
	$

	Residential house estimated value:
	325,000

	Borrowings
	145,000

	Available Equity
	180,000


10 Financial Projections 
Year 1 Sales are projected at $1.5m and profit for the period is projected at $565,000.

See Appendix 1 – Financial Projections (Sample Only) 

11 SWOT Analysis

The following table represents the strengths, weaknesses, opportunities and threats of the business.

	Strengths
	Weaknesses

	Industry knowledge and prior business success.

Demonstrated demand for product.

Synergies between both businesses
Expanded customer base due to acquisition of Carline’s customers

	Key person reliant

Under funded



	Opportunities
	Threats

	Under serviced markets include the motor vehicle industry, mining industry, and the packaging industry. 
Expansion of customer base due to overworked competitors and long lead times for completion of end product.

ABCD Engineering cannot grow without the acquisition of either new equipment, or another business. The acquisition of Carline provides many synergies including equipment, customer base and industry.
	Unfavorable general economic conditions impacting on demand for end products such as motor vehicles, mining product etc.



12 Milestones
The following table represents the milestones the business will seek to achieve in the noted time frame.

	Tasks

	Time Line

	Finalise acquisition of Carline Industries

	Immediate

	Relocate ABCD Engineering plant, equipment and tools to Suburb

	DATE YEAR 

	Update accounting software to accommodate combined entity

	DATE YEAR

	Employ additional staff: 

· skilled person to program and set machinery
· unskilled person to assist with production

· 
	DATE YEAR

	Develop marketing program to expand customer base

	DATE YEAR

	Implement marketing program

	DATE YEAR

	Monitor actual financial performance to budgeted cash flow
	DATE YEAR


13 Appendix 1 – Year 1 Financial Projections

Financials here are samples only and generic by nature, not necessarily related to the products/services of this business plan. Financials here are intended to illustrate lay- out only.

13.1 Sales Projections 
[image: image2.png]Products

m "2 m3 [ us [ nr me Mo mo m m2 Total
Service1 _|# of sales 900 988 1.238] 1.238] 988 988 988 988 988 988 1.235] 1.274] 12.795|

Hourly Rate s8s

[Total $76500]  $83.980] $104975| $104975|  ssses0|  se3es0|  ss39s0|  ssssso|  sesoso|  $83980  $104975|  $108.200] $1.087.575)
senvice2 |# of sales 112 112 112 140 112 112 112 112 112 112 141 145 1,434

Hourly Rate 5100

[Total $11200]  s11.200]  $11.200]  $14000]  s11.200]  s11.200)  $11.200]  s11.200]  s11.200]  s11.200]  $14100]  s14500]  $143.400)
Service3 _|# of sales 2 2 112 112 2 2 2 2 2 2 m 150 1,208|

Hourly Rate 5125

[Total $11250]  $11250]  $14000]  $14000]  s11.250]  s11.250)  s11250]  s11250]  s11.250]  s11.250]  s13875|  s1750|  s1s0.625)
Servicea _|# of sales 14] 14] 7 7 14] 14] 14] 14] 14] 14] 7 25| 188

Hourly Rate 5178

[Total $2.450) $2.450) $2.975] $2.975] $2.450) $2.450) $2.450) $2.450) $2.450) $2.450) $2.975] $4375]  $32.900)
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Hourly Rate 5300

[Total $11.100]  s11400]  s14100]  $14100]  s11.400]  s11400]  s11400]  s11.100]  s11400]  s11400]  s14100]  s14400]  $145.500)

Total Sales $112500 _ $119.080  $147.250 _ $150.050 _ $119,980  $119.980  $113.980  $119.980  $119.080  $119.980  §$150.025  $160.315  $1.560,000





13.2 Cash Flow Forecast 

[image: image3.png]m w2 3 ms s e ur s o mo M1 m2 Total
Opening Cash Balance S 10000 § 46700 5 87854 § 145178 § 204162 § 245305 § 280446 5 327507 § 368725 § 400865 § 451002 5 509964 § 10,000
Total Cash Receipts 5 112500 § 119980 § 147250 5 150080 5 119980 § 119980 § 119.980 § 112980 5 112280 5 119980 § 150025 § 160315 § 1,560,000
Total Cash Payments 5 75791 5 78834 5 8992 5 91066 5 78837 S 78838 5 78839 5 78840 5 78841 5 78842 S 91083 5 95255 § 994975
Closing Bank Balance S 45709 5 B7.854 § 145178 5 204162 § 245305 5 286.446 § 327.5987 © 368726 § 409.885 5 451002 § 509.084 © 675025 §  675025]
Cashinflows

Sales Revenue 5 112500 § 119980 § 147250 § 150080 5 119980 5 119980 § 119980 § 112.980 § 112280 5 119980 § 150025 § 180315 § 1,560,000
[Total Cash Receipts § 112500 § 119,880 § 147.250 S 150,050 § 119,980 § 119980 § 119,980 § 119,980 § 119,980 § 119980 § 150,025 § 160315 § 1,560000]
Cash Outflows

Sales Related Expenses

Labour 5 3305 5 35256 5 43250 5 44092 5 35255 5 35258 § 35256 5 35256 5 3525 5 35255 5 4408¢ § 47108 § 458400
Affiation Program 5 2885 3085 8 5 s 5 308 5 3085 3085 08 5 085 308 5 38 5 411§ 4000
Gommision for sales reps S 8654 5 9200 5 11327 5 11542 5 9229 S 9299 5 9200 5 9299 5 9299 5 9229 5 11540 5 12332 § 120,000
[Total Sales Related Expenses S 42000 § 44793 § 54975 S 56,022 § 44796 $ 44797 § 44798 § 44799 § 44800 § 44801 § 56019 S 50862 §  582465]
Operating Expenses

Harketing and acvertising 5 5000 5 5000 5 5000 5 5000 5 5000 § 5000 5 5000 5 5000 S 5000 § 5000 § 5000 5 5000 § 60,000
Utiities 5 1225 1255 1255 1255 1285 1285 1255 1255 125 5 125 5 1285 125§ 1500
Product packaging 5 2085 2085 2085 2085 2085 2085 2085 2085 2085 2085 2085 208§ 2500
Insurance 5 55 5 550 5 550 5 %50 5 50 5 550 5 550 5 550 5 %50 5 550 5 550 5 550 § 6600
Gleaning 5 1000 5 1000 5 1000 5 1000 5 1000 S 1000 5 1000 5 1000 5 1000 § 1000 § 1000 5 1000 § 12,000
Glient Entertainmnet 5 1500 5 1500 5 1500 5 1500 5 1500 5 1500 5 1500 5 1500 5 1500 5 1500 5 1500 5 1500 § 18,000
Printing & stationery 5 2885 5 2685 5 2685 5 2685 5 2685 S 2685 5 2685 5 2685 5 2685 § 2685 5 2685 5 2685 § 32220
Travel 5 5500 5 5500 5 5500 5 5500 5 550 5 5500 5 5500 5 5500 5 5800 5 5500 5 5500 5 5500 § 66,000
Telephone and intemet 5 4935 493 5 493 5 493 5 423 5 493 5 493 5 493 5 493 5 423 5 493 5 499 § 5022
Rent 5 2157 5 2167 5 2157 5 2167 5 2187 5 2157 § 2167 5 2157 5 2167 5 2187 5 2167 § 2157 § 26004
Accounting 5 1225 1255 1255 1255 1285 1285 1255 1255 1255 1285 1285 125§ 1500
Banking and merchantfees s ss 585 585 585 585 S5 585 585 585 585 585 58§ 700
Computer expenses 5 2825 2025 2025 225 225 2025 2025 2025 225 225 2025 202§ 350
Directors Salary 5 9000 5 9000 5 9000 5 9000 5 9000 5 9000 5 9000 5 9000 5 9000 § 9000 5 9000 5 9000 § 108,000
Superannuation 5 454 5 4814 5 5724 5 5817 5 4814 5 4814 5 4814 5 4814 5 4814 § 4814 5 5816 5 6150 § 61776
Interest Repayment 5 5245 5245 24 5 524 5 %4 5 524 5 524 5 624 5 524 5 %4 5 524 5 524 § 6288
[Total Operafing Expenses S 33791 § 34041 § 34951 S 35044 § 34041 § 34041 § 34041 § 34041 § 34041 § 34041 § 35084 § 35393 §  412510]
[Total Cash Payments § 75791 § 78834 § 89926 $ 01066 § 78,837 § 78838 $ 78830 § 78,840 § 78841 $ 78842 § 091,065 § 95265 $ 994,975 ]





13.3 Profit and Loss 
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Co-Owner / Manager


Johnny Jones 








Head Machinist


TBC





Labourer


TBC
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