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                      Executive Summary
Herbal Attraction is an existing farm dedicated to production of herbal perennial plants. Herbal Attraction is working hard to become a leading producer of botanical plants for the natural supplement and plant nurseries, By leveraging a well thought out business plan executed by a skilled management team, Herbal Attraction will generate over ₦216,000 in year three sales.

Herbal Attraction has identified three keys that will be instrumental in their success.

The first is the implementation of strict financial controls. By having the proper controls, production efficiency will be maximized. The second key will be the never ending pursuit for the industry's highest concentration levels of herbal ingredients in each plant. The third key is the recognition and implementation of the philosophy that100% customer’s satisfaction is required to ensure a profitable business. Profits are a by products of satisfying customers, not the other way around.

Introduction

Herbal Attraction agricultural enterprise is an agricultural farm business established to supply herbal perennials plants. It located at 20, Kachia Road, Kakuri- Kaduna.It is a sibiling business involving siblings that are well trained on the agricultural business having undergone various agricultural business trainings.

Description of the venture

Mission

It is herbal Attraction mission to become the leading provider of herbals perennials to heath industry.This will be accomplished by providing quality plants at fair prices while exceeding customer's expectations.

Objectives

The herbal Attraction has identified several objectives for the business which include:

· Reach the point of sustainable profitability.
· Become a leading supplier of herbal perennials for health industry.
· Enjoy work while making a good living.
Products

Herbal Attraction is a 10 acre farm that concentrates on growing of herbal medicinals. Herbal Attraction has chosen five plant species that have significant market demand.        

Herbal Attraction offers a range of herbal perennial plants.Herbal Attraction were chosen for two reason for two main reasons.The first is the medicinal value that they offer, therefore the plants have a positive contribution to the society by improving people's health. The second reason is that the market for medicinal herbs is a strong industry with excellent growth,enduring demand for their plants.

Herbal Attraction features:Bryophyllum pinnatum(crassulaceae)- contains healing sap used in ethnomedicine for treatment of earache, burns,absesses, boils,whitlow,ulcers,insect bites,diarrhea nd lithiasis, Garcia kola Herkel(Guttiferae)- popularly known as bitter kola in southern Nigeria;serves various medicinal healing processes as seeds are used as a cure for cough,dysentery or Chest cold while sap is used for curing parasitic skin diseae. Kola also serves as a raw material fo phamaceutical industries.Spondias mombin linn.(Anacardiaccae) has medicinal and nutritive properties,Aspilia Africans(Asteraceae)- boosts immune system,Ginger- a stomach soother.Ginger roots are medicinal and edible, it has a spicy,hot,crispy,taste and can be eaten fresh in small quantities in salads,used as relish,a condiment or made into a sauce for meat,especially good on chicken.Widely used as an alternative medicine ginger,contains the valuable constitent aristolochic acid, scientific study shows it to have anti viral,anti- inflammatory,antitumor activity,cured wartd in some cases and broad spectrum anti bacterial and anti fungal.

Herbal Attraction sells these excellent perennials in plant form for the herbals to be extracted by their customers. Herbal Attraction concentrates on producing the healthiest plants which have the highest concentration of active herbals.

Company summary

Herbal Attraction is perennial farm that grows a variety of herbal medicinal perennials.The farm has been in existence for two years now, intially operating as a hobby rather than a profit producing business.

Industry Analysis
The herbals perennial growing market is typically concentrated in various areas in Nigeria which have optimum growing conditions. While there are a couple mega farms, on the whole, 78% of Nigeria's production comes from growers with 5-20 acres of land. Approximately 23% of herbal extracts are grown abroad and imported into the Nigeria. Reasons for herbal growth to occur is typically based on the type of herb and its ability to grow better in the respective region.

Market Analysis
Herbal Attraction  has identified three main customer groups: supplement companies;herbal processors; and other nurseries. The customer segments are distinct enough to be able to target each one differently. The industry that Herbal Attraction produces for has been undergoing consolidation for several years. Herbal Attraction will be able to serve the industry by leveraging their competitive edge of healthy, potent plants.

Market Segmentation

Herbal Attraction has identified three different target market segments which they will sell to:

Supplement Companies

This customer group manufactures herbal supplements for their own label products. The companies purchase the plants and extract the active ingredients and transform them into sellable products for their own brand. There are a handful of large companies that operate in this market space. Ten years ago there were many different ones but through consolidation the industry has grown in size but decreased in the number of different players.

Processors

These customers purchase the the plants, extract the herbals and either sell the concentrated herbals to the end producers or they themselves produce the supplement and sell the final product to other companies for their private label products. In essence they are the subcontractor for the supplement companies. These companies therefore are one layer within the manufacturing system and do not sell to the end consumer. They act as a supplier/processor for the retail brands.

Other Nurseries/Garden Centers

This customer group purchases the plants which they in turn sell at retail to the individual end consumer. The typical consumer is a health conscious individual who is interested in either extracting the herbals from the plant immediately or growing the plant in their own garden for future use.

MARKET ANALYSIS
	
	2003
	2004

	2005
	2006
	2007
	

	Potential Customers
	Growth

	
	
	
	
	
	CAGR

	Supplement Companies
	5%
	21
	22
	23
	24
	25
	4.46%

	Processors
	4%
	9
	9
	9
	9
	9
	0.00%

	Nurseries/Garden Centers
	5%
	123
	129
	135
	142
	149
	4.91%

	Total

	4.58%
	153
	160
	167
	175
	183
	4.58%


Target Market Segment Strategy

        Herbal Attraction has chosen the three market segments based on the consistent demand for herbal extracts. While there are other potential customers, they are smaller, less consistent in terms of demand, and more difficult to reach. The supplement companies, processors, and to a smaller degree the nurseries are attractive customers due to their consistent demand and typical long-term contract needs. There is significant value to these customers for a grower to consistently offer the same high level of active herbals in each plant and to be able to meet the needs of large volume, long duration contracts.

Analysis of Competitors

As earlier stated, competition takes two forms, farms similar in size and production capacity to Herbal Attraction and megafarms. The similarly sized farms range in size from 5-30 acres. The number of different herbs grown varies from a handful to upwards of 50. The choice of plants grown is based on owner preference as well as location and the ability of the local growing conditions to support the different plants.

On the other end of spectrum is the megafarm. These farms have a similar range of species cultivated, however they differ greatly in production capacity. These farms are huge, typically not less than 100 acres, peaking at 300 acres. These growers however are few number.
The buying patterns of the different customers are typically based on these variables:
· Consistency.
· Availability.
· Ability to deliver consistently on long-term contracts.
· Price.
· Significant percentage of active ingredients.
Strategy and Implementation

Herbal Attraction will leverage their competitive edge in order to gain significant market share. Their competitive edge is their ability to consistently produce plants with high active herbals percentages as well as a high ratio of healthy plants (sellable).

The marketing strategy will have the objective of raising awareness and visibility of their industry-leading percentages of active herbals. The strategy will communicate the fact that Herbal Attraction's plants will yield a significantly higher amount of herbals measured per plant.

The sales strategy, in addition to reinforcing the competitive edge, will seek to qualify leads by concentrating on Herbal Attraction's ability to perform reliably on long-term contracts, becoming a stable supplier to the larger companies that need a steady supply stream.

Competitive Edge

Herbal Attraction has a dual competitive edge:

Healthy Plants

The healthier the plant, the faster it will grow, the more herbals that can be extracted from it. This means an increase in production efficiency due to a larger percentage of plants that are sellable. Other characteristics of healthy plants which are important on the production side is: lower pest counts, more established root structures, and high biomass.

High Concentration of Active Herbals.
This is beneficial to the purchaser because they are buying the plants precisely for the active herbals. High concentration levels are valuable to Herbal Attraction because they increase the amount of herbals produced per plant or per acre, increasing the production capacity of a given amount of land, thereby increasing their return on investment and increasing the attractiveness of Herbal Attraction's plants relative to the competition.
Marketing plan

Marketing Strategy

The marketing strategy will be based on generating awareness and visibility of Herbal Attraction and their ability to produce the highest percentages of herbals. The strategy will rely on several different forms of communication. The main form is participation in the numerous trade shows for the industry. The trade shows are where everyone from the industry gathers to meet and transact business. It is a wonderful place to network as well as learn about new developments in the industry. The second form of communication will be the use of advertisements. The main venues for advertisements will be industry trade magazines. The trade magazines are a well read source of information that buyers and sellers refer to for many different transactions.

Sales Strategy

Herbal Attraction’s sales strategy efforts will focus on identifying qualified leads and turning them into paying customers. The main sales effort that Herbal Attraction will undertake is the reinforcement of the fact that Herbal Attraction plants have the industry's highest percentage of herbals. This will be quite appealing to the buyers as this is exactly what they want, more botanicals per plant. In addition to selling the buyers on Herbal Attraction’s competitive edge of potent plants, there will be an emphasis on Herbal Attraction’s ability to perform on long-term contracts.

Herbal Attraction  recognizes that the transactions should not be thought of as individual sales, but as long-term relationships. This is a reasonable assumption based on the fact that the customers are in the business of utilizing herbals and will continually have the need for the herbals, and that it is far less expensive to establish a relationship with one vendor than to continually have to find new vendors that can meet their needs.

Sales Forecast

The sales forecast indicates that growth will be slow but steady. Growth will be slow because of the time and effort needed to develop the customers. Production is not the slowing element as Herbal Attraction has been in production for a some years. Granted they were not producing at the same level, or for that matter with the same goal of business efficiency, but nonetheless they will be able to reasonably raise production to meet the sales needs. During the wet months of the year, the forecast reflects a tapering of sales as production will fall during these months.

SALES FORECAST
	
	2003
	2004
	2005

	Sales
	
	
	

	Supplement Companies
	₦41,385
	₦93,090
	₦105,665

	Processors

	₦35,591
	₦80,057
	₦90,872

	Nurseries
	₦7,863 
	₦17,687
	₦20,076

	TOTAL SALES
	₦84,839
	₦190,835
	₦216,613

	Direct Cost of Sales
	2003
	2004
	2005

	Supplement companies
	₦3,104 
	₦6,982 
	₦7,925

	Processors

	₦2,669 
	₦6,004 
	₦6,815

	Nurseries
	₦590  
	₦1,327 
	 ₦1,506

	Subtotal Direct Cost of Sales
	₦6,363
	₦14,313
	₦16,246



                           Organizational plan
Herbal Attraction is a family business involving just two siblings- Glory and David Atundaolu who are the owners of the agricultural enterprise.

Management Summary

The Herbals Attraction management team is made of two sibling Glory and David Atundaolu.
Glory, the younger sibling is still a student of Afe Babalola University studying in the medical field but is well experienced in agricultural enterprises as she has undergone series of online training, seminars and even classes in field that have been regularly awarded with various business certifications.
David the elder sibling is the biology/horticulture manager for Herbal Attraction. David studied at the University of Jupavi, first receiving his undergraduate degree in biology and later his Master's in Plant Biology. David's Master's thesis was a dual thesis in plant fertility and herbal concentrations. The plant fertility topic was a study of different types of compost and the effects on fertility. The second topic explored the interrelationships of nutrients and temperature and the effect that they have on the plants' production of the respective herbals. The topics of his thesis were chosen based on his desire to continue with his education professionally as a grower.
After school David worked at one of the largest indoor growing operations in Lagos. For the first two years they ran the farm as a hobby, just figuring things out without a concern for profits. After several serious conversations, they decided to really make the farm a business.
Personnel Plan

Glory: Operations including vendor relations, accounting, and some growing responsibility. 

David: Head grower and sales. As head grower he is responsible for supervising, scheduling plant production, the cutting schedules, crop selection, growing schedules, fertilizer selection and application schedules, irrigation system development, and pest control. Because David has the technical knowledge regarding the plants and their industry leading herbal concentrations, he will be in charge of sales which will include qualifying leads as well as participating in the final negotiations and account management.

Grower: David will have the assistance of a full-time grower in order to allow her to meet his sales responsibilities.

Laborers: The laborer positions will be seasonal as there is more work required in the summer months, however, there will always be some laborers on staff throughout the year. Some of the responsibilities of the laborers are soil tilling, compost distribution, plant collections and trimming.

PERSONNEL PLAN

	                   
	  2003(₦)
	    2004(₦)
	    2005(₦)

	Glory
	18,000
	18,000
	18,000

	David
	18,000
	18,000
	18,000

	Grower
	24,000
	27,000
	29,000

	Laborers
	27,000
	29,000
	32,000

	TOTAL PEOPLE
	4
	6
	6

	Total Payroll
	87,000
	92,000
	97,000


Assessment of Risks 
There are a few risks that could have a negative impact on sales. The first is weather. Plants are dependant on the weather. A poor growing season will have a serious effect on production. This risk is spread amongst all of the producers of the specific region meaning the weather risk is imposed on everyone, generally not a specific farmer. Another risk that could effect sales is some sort of pest that could unexpectedly negatively effect the crops. By planting multiple herbals and choosing them based on their heartiness relative to the growing climate, Herbal attraction is able to minimize these risks as much as possible.

                         Financial Plan

The following sections will outline important financial information.

Important Assumptions

The following table details important Financial Assumptions;
	                    
	    2003
	     2004
	     2005

	Plan Month
	1
	2
	3

	Current Interest Rate
	10.00%
	10.00%
	10.00%

	Long-term Interest Rate
	4.00%
	4.00%
	4.00%

	Tax Rate
	30.00%
	30.00%
	30.00%

	Other
	0
	0
	0


BREAK-EVEN ANALYSIS

The Break-even Analysis is shown below 
	       Monthly Revenue Break-even
	₦13,770

	Assumptions:
	

	Average Percent Variable Cost
	8%

	Estimated Monthly Fixed Cost
	₦12,737


Projected Profit and Loss

The following table show the Projected Profit and Loss
                 PRO FORMA PROFIT AND LOSS

2003
2004
2005

Sales
$84,839
$190,835
$216,613

Direct Cost of Sales
$6,363
$14,313
$16,246

Other Costs of Goods
$0
$0
$0

TOTAL COST OF SALES
$6,363
$14,313
$16,246

Gross Margin
$78,476
$176,522
$200,367

Gross Margin %
92.50%
92.50%
92.50%

Expenses




Payroll
$87,000
$92,000
$97,000

Sales and Marketing and Other Expenses
$10,000
$12,000
$14,000

Depreciation
$6,996
$6,996
$6,996

Mortgage
$24,000
$24,000
$24,000

Utilities
$7,000
$7,000
$7,000

Insurance
$2,400
$2,400
$2,400

Payroll Taxes
$13,050
$13,800
$14,550

Other
$2,400
$2,400
$2,400

Total Operating Expenses
$152,846
$160,596
$168,346

Profit Before Interest and Taxes
($74,370)
$15,926
$32,021

EBITDA
($67,374)
$22,922
$39,017

Interest Expense
$3,908
$3,640
$3,280

Taxes Incurred
$0
$3,686
$8,623

Net Profit
($78,278)
$8,600
$20,119

Net Profit/Sales
-92.27%
4.51%
9.29%

Projected Cash Flow

The following table and chart display the Projected Cash Flow, including our purchase of new equipment, and the loan (and principal repayment) related to the farm's expansion.

	PRO FORMA CASH FLOW


	
	
	

	
	2003(₦)
	    2004(₦)
	     2005(₦)

	Cash Received
	
	
	

	Cash from Operations
	
	
	

	Cash Sales
	21,210
	47,709
	54,153

	Cash from Receivables
	58,575
	126,816
	158,493

	SUBTOTAL CASH FROM OPERATIONS
	79,785
	174,525
	212,647

	Additional Cash Received
	
	
	

	Sales Tax, VAT, HST/GST Received
	0
	0
	0

	New Current Borrowing
	0
	0
	0

	New Other Liabilities (interest-free)
	0
	0
	0

	New Long-term Liabilities
	100,000
	0
	0

	Sales of Other Current Assets
	0
	0
	0

	Sales of Long-term Assets
	0
	0
	0

	New Investment Received
	0
	0
	0

	SUBTOTAL CASH SPENT
	204,335
	181,273
	198,747

	Net Cash Flow
	($24,550)
	($6,748)
	$13,900

	Cash Balance
	$10,450
	$3,702
	       $17,601

	SUBTOTAL CASH RECEIVED
	
	
	

	Expenditures 
	2003
	2004
	2005

	Expenditures from operations
	
	
	

	Cash spending
	87000
	92000
	97000

	Bills payments
	77335
	81273
	91737

	SUBTOTAL SPENT ON OPERATIONS
	164335
	173273
	188737

	Additional Cash Spent
	
	
	

	Sales Tax, VAT, HST/GST Paid Out
	0
	0
	0

	Principal Repayment of Current Borrowing
	0
	0
	10

	Other Liabilities Principal Repayment
	0
	0
	0

	Long term Liabilities Principle Repayment
	5000
	8000
	10000

	Purchase Other Current Assets
	0
	0
	0

	Purchase Long term  Assets
	35000
	0
	0

	Dividends
	0
	0
	0


      Projected Balance Sheet

The Projected Balance Sheet table appears below.
PRO FORMA BALANCE SHEET
	
	     2003(₦)
	        2004(₦)
	       2005(₦)

	Assets
	
	
	

	Current Assets
	
	
	

	Cash
	10,450
	3,702  
	17,601

	Accounts Receivable
	13,054
	29,364
	33,330

	Other Current Assets
	4,000 
	4,000
	4,000

	TOTAL CURRENT ASSETS
	27,504
	37,066
	54,932

	Long-term Assets
	
	
	

	Long-term Assets   
	70,000
	70,000
	70,000

	Accumulated Depreciation
	13,996
	20,992
	27,988

	TOTAL LONG-TERM ASSETS 
	56,004
	49,008
	42,012

	TOTAL ASSETS    
	83,508
	86,074
	96,944

	Liabilities and Capital
	2003
	2004
	2005

	Current Liabilities
	
	
	

	Accounts Payable
	 4,876
	6,842 
	7,603

	Current Borrowing
	0
	0
	10

	Other Current Liabilities
	0
	0
	0

	SUBTOTAL CURRENT LIABILITIES  
	4,876
	6,842
	7,593

	Long-term Liabilities
	95,000
	87,000
	77,000

	TOTAL LIABILITIES
	99,876
	93,842
	84,593

	Paid-in Capital
	0
	0
	0

	Retained Earnings 
	61,910
	16,368
	7,768

	Earnings
	78,278
	8,600 
	20,119

	TOTAL CAPITAL
	16,368
	7,768 
	12,351

	TOTAL LIABILITIES AND CAPITAL  
	83,508
	86,074
	96,944

	Net Worth  
	16,368
	7,768 
	12,351


Business Ratios
RATIO ANALYSIS

	                             
	              2003
	             2004
	2005
	      INDUSTRY PROFILE

	Sales Growth
	82.45%
	124.94%
	13.51%
	10.17%

	Percent of Total Assets
	
	
	
	

	Accounts Receivable
	15.63%
	34.11%
	34.38%
	7.31%

	Other Current Assets
	4.79%   
	 4.65%  
	4.13%
	           27.46%

	Total Current Assets
	32.94%
	43.06%
	56.66%
	44.97%

	Long-term Assets  
	67.06%
	56.94%
	43.34%
	55.03%

	TOTAL ASSETS  
	100.00%
	100.00%
	100.00%
	100.00%

	Current Liabilities 
	5.84%
	              7.95%
	7.83%   
	24.14%

	Long-term Liabilities
	113.76%
	101.08%
	79.43%
	28.08%

	Total Liabilities
	119.60%
	109.02%
	87.26%
	52.22%

	NET WORTH
	-19.60%
	-9.02% 
	12.74%
	47.78%


Percent of Sales





Sales
100.00%
100.00%
100.00%
100.00%

Gross Margin
92.50%
92.50%
92.50%
47.84%

Selling,General&Administrative     191.95%       90.33%          85.38%      33.12%

Advertising Expenses
0.00%  
0.00%  
0.00%  
0.26%

Profit Before Interest and Taxes   -87.66%
8.35%  
14.78%
0.82%

Main Ratios





Current
5.64
5.42
7.23
1.16

Quick
5.64
5.42
7.23
0.55

Total Debt to Total Assets
119.60%
109.02%
87.26%
0.86%

Pre-tax Return on Net Worth
478.24%
-158.16%
232.70%
61.86%

Pre-tax Return on Assets   -93.74%
14.27%
29.65%
2.24%

Additional Ratios            2003
           2004
        2005


Net Profit Margin           -92.27%
4.51%    
9.29%   
n.a

Return on Equity            0.00%  
0.00%  
162.89%
n.a

Activity Ratios





Accounts Receivable Turnover
4.87
4.87
4.87
n.a

Collection Days
59
54
70
n.a

Accounts Payable Turnover
14.17
12.17
12.17
n.a

Payment Days
32
26
28
n.a

Total Asset Turnover
1.02
2.22
2.23
n.a

Debt Ratios





Debt to Net Worth 
0.00
0.00
6.85
n.a

Current Liab. to Liab.
0.05
0.07
0.09
n.a

Liquidity Ratios





Net Working Capital
₦22,628 
₦30,224 
₦47,339 
n.a

Interest Coverage  
-19.03
        4.38
     9.76
     n.a

Additional Ratios





Assets to Sales
0.98
0.45
0.45
n.a

Current Debt/Total Assets   
6%
   8%
       8%
n.a

Acid Test               
2.96      
1.13
                  2.85
n.a

Sales/Net Worth     
0.00     
0.00
               17.54
n.a

Dividend Payout    
0.00     
0.00     
0.00


