Tree Bien Seedling Nursery


Executive Summary

Introduction

The following is a business plan outlining the development and feasibility of Tree Bien Seedling Nursery.  The mission of the company is to provide high quality, low cost nursery products to suit customer needs while addressing environmental issues.  The purpose of the business is to set up a greenhouse in conjunction with recycled heat from a SaskEnergy compressor station located near Rosetown, Saskatchewan.  Tree Bien will establish and maintain contracts for the sale of 850,000 tree seedlings to be sold to Weyerhaeuser Canada.

Tree seedlings are in high demand as a result of the steady increase of deforestation in the prairie forests.  By using recycled heat, Tree Bien can help reduce carbon emissions and produce seedlings with lower production costs. 

Operations Plan

Tree Bien’s seven greenhouses will be located in Rosetown Saskatchewan, directly across the road and east of the SaskEnergy compressor station.  It will be built on a two-acre lot of land purchased from a local farmer, which, at the present time is under agricultural cultivation.  The compressor station is continuously producing and expelling heat, which is a primary reason for choosing this location.  With the transfer of a continuous flow of waste heat from the compressor station to the greenhouse, the need for additional heat sources will be minor.   

Tree Bién is a greenhouse business that will produce tree seedlings for the purpose of reforestation by Weyerhaeuser Canada. The seedlings will be sold on an annual contract basis.

Weyerhaeuser Canada will provide the seeds.   Sowing of the seedlings will take place in mid-March where they will grow in the greenhouses until October.  From here they will be transported to freezer storage, paid for by the Weyerhaeuser.  The seedlings will remain in freezer storage until May when they will be sent to their zone of origin for transplanting.    

The following figure illustrates the general tree production process:[image: image1.wmf]Sensitivity Analysis
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Figure 1. Tree Production Process

The actual capacity of the facility will be a function of the contract for a given year, since the ratio of the seedlings grown in each block size will be determined in the contract.  The projected real capacity is one million seedlings.    

Table 1. Greenhouse Expenses

	Expenses
	
	

	Greenhouses
	
	$183,500 

	       Watering
	$31,500 
	

	       Benches
	$15,750 
	

	       Lights
	$250 
	

	       Climate control board
	$7,500 
	

	       Ventilation
	$2,100 
	

	Equipment
	
	$15,500 

	Land
	
	$5,000 

	Set-up Costs
	
	$9,200 

	       Electrical
	$2,000 
	

	       Natural Gas
	$1,200 
	

	       Water
	$6,000 
	

	Total
	
	$213,200 


Human Resources Plan

One general manager will be responsible for the majority of the duties required by the business.  This person will arrange the annual contracts, keep track of all incomes and expenses, prepare budgets and financial statements, order and make ready the necessary supplies, and arrange for seedlings to be sent for testing.  He or she will organize, train, direct and coordinate the activities of the casual labor staff.  The general manager will also inspect and repair damaged equipment (or delegate repair duties) as needed.  

A casual labour staff of approximately 15 people will be required for a variety of duties throughout the year.  These people will carry out the seeding duties, remove weeds from the blocks, sort and discard flawed seedlings, and package seedlings for transport.  They will upkeep and maintain the yard and buildings as needed. 

Table 2 Labour and Management Costs

	Year
	
	2001

	Direct Management Labor Cost
	
	
	     37,000 

	     Employment Insurance
	3.4%
	1,258
	

	     Canada Pension Plan
	3.9%
	439
	

	     Workers Compensation
	1.0%
	113
	

	Total Benefits for Salary Employees
	
	1,809

	Direct Casual Labor Cost
	
	
	     11,250 

	     Employment Insurance
	3.4%
	383
	

	     Canada Pension Plan
	3.9%
	439
	

	     Holiday Pay
	6.0%
	675
	

	     Workers Compensation
	2.0%
	225
	

	Total Benefits for Salary Employees
	
	1,721

	Total Labor and Management Costs
	
	     51,781 


Marketing Plan

Tree Bien operates on a contract basis, with Weyerhaeuser being the solitary customer.  The seedlings will be primarily produced for the reforestation sector.  Bid prices of fifteen cents to seventeen cents, depending on size, will be sufficient to obtain a contract for the production of one million seedlings. 

The forest industry trends are favorable for the future production of tree seedlings.  It is expected that over the next five years three new Forest Management Areas will be opened, requiring a larger seedling stocking density.  As well, the government of Saskatchewan plans to speed up reforestation of Not Sufficiently Regenerated areas.  These two factors will contribute to an increased demand for seedlings.  Potentially twenty to twenty-five million seedlings may be required annually to reforest harvested areas.

By consuming heat at a discount rate, Tree Bien can offer a competitive price against the competition.  Major competitors include Pacific Regenerations Technology in Prince Albert, Mystic Management Ltd. in Meadow Lake, K and C Silviculture in Red Deer, and Four Seasons Greenhouses in Tisdale.  As shown in Table 3 below, the production cost per seedling is 11.4 cents, enabling Tree Bien to have a pricing advantage.

Table 3. Summary of Production Costs per Seedling

	Unit Manufacturing Costs
	$0.06

	Accounting, Administration & Equity Costs
	$0.055

	Total Cost of Production
	$0.115

	Profit per seedling (Sell at $0.17)
	$0.055

	Profit per seedling (Sell at $0.15)
	$0.035


Below is the SWOT Analysis showing various strengths and weaknesses Tree Bien will incur during market entrance. 

Table 4. SWOT Analysis

	Strengths

- low energy costs

-guaranteed sale of production

- solid financial returns
	Weaknesses
-small production compared to most competitors

-lack of name recognition

-dependence on one buyer

-dependence on SaskEnery heat discount
	Opportunities

-potential for an increase in demand for seedlings

-opportunity to out-price competitors after initial start-up because of energy savings


	Threats

-new demand may result in increased competition




Financial Plan

Table 5. Working Capital

	Working Capital
	
	Year
	
	

	
	2001
	2004
	2007
	2010

	Accounts Receivables
	68,000
	74,739
	82,146
	90,287

	Inventory
	0
	0
	0
	0

	Accounts Payables
	1,433
	1,581
	1,744
	1,926

	Working Capital
	66,567
	73,159
	80,402
	88,362


The working capital of Tree Bien consists of Accounts Payable plus Inventory minus 

Accounts Receivable.

Table 6. Summary of Financial Results

	Summary of Financial Results
	
	
	

	Year
	2001
	2004
	2007
	2010

	
	
	
	
	

	Sales
	136,000 
	149,478 
	164,292 
	180,574 

	COGS
	50,382 
	59,849 
	54,669 
	54,484 

	Gross Profit
	85,618 
	89,629 
	109,624 
	126,091 

	Expenses
	46,759 
	49,399 
	51,988 
	54,416 

	Net Profits
	38,859 
	40,230 
	57,636 
	71,675 

	Income Taxes
	7,803 
	8,078 
	11,573 
	14,392 

	Net Income
	31,056 
	32,152 
	46,063 
	57,283 

	Net Cash Flow to Equity
	2,190
	55,788 
	54,124
	222,746

	
	
	
	
	

	Expected Rate of Return on Equity Investment
	
	16.6%


The economic breakeven analysis takes into  account all neccesarry expenditures and costs incurred with tree seedling growth.  The breakeven price per tree in order to cover all costs is $0.114/tree.  This is the lowest possible price Tree Bien Seedling Nursery can afford to seel its seedlings for at current structural inputs. 

[image: image2.wmf]Sensitivity Analysis
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Figure 2. Sensitivity Analysis


To find out the feasibility of Tree Bien, a number is derived for heat cost breakeven.  In order for the greenhouse to breakeven, a minimum of 38% of the heat needed must be derived from the heat capturing unit.  This works out to a maximum cost of $39,000 per year for Natural gas to be used in the furnaces available


The major limitations for Tree Bien are heating costs and selling price.  If the heat-capturing unit fails or is unable to capture enough heat to heat the entire greenhouse, the costs of natural gas will make Tree Bien’s profits turn very marginal or end up negative.  

With an output of only half of the needed heat, natural gas costs send the IRR of Tree Bien down to 6.1%.  This makes the venture not feasible.  


A slight change in the selling price of the tree output will also degrade the IRR of Tree Bien.  It is a variable that can make or break Tree Bien because the resulting change in IRR is so drastic.

Conclusion

The financial model has demonstrated that Tree Bien is financially feasible. In the base case Tree Bien is making 16.6% IRR.  This number is variable with respect to the risks, which may occur to the company. Forest regeneration trends are increasing, resulting in a boost in the nursery economy. Environmental impacts also amplify the need for reforestation and regeneration.
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Extrac

		Tree Bien

		Financial Projections				Base Case

		Statement of Income and Retained Earnings

		For the year ended Dec. 31				2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Sales Revenue:

		Seedlings (4-10)				72,250		74,562		76,948		79,410		81,951		84,574		87,280		90,073		92,956		95,930

		Seedlings (3-13)				63,750		65,790		67,895		70,068		72,310		74,624		77,012		79,476		82,020		84,644

		Total Revenue				136,000		140,352		144,843		149,478		154,262		159,198		164,292		169,550		174,975		180,574

		Cost of Goods Sold				50,382		68,242		63,556		59,849		57,902		56,522		54,669		53,324		52,411		54,484

		Gross Margin				85,618		72,110		81,287		89,629		96,360		102,676		109,624		116,226		122,564		126,091

		Expenses:

		Telephone				800		826		852		879		907		936		966		997		1,029		1,062

		Salaries				37,000		38,184		39,406		40,667		41,968		43,311		44,697		46,127		47,604		49,127

		Benefits				1,809		1,867		1,927		1,989		2,052		2,118		2,186		2,256		2,328		2,402

		Marketing				500		516		533		550		567		585		604		623		643		664

		Administration				150		155		160		165		170		176		181		187		193		199

		Interest LT Debt				6,500		6,092		5,644		5,150		4,607		4,010		3,353		2,631		1,836		962

		Total Expenses				46,759		47,640		48,521		49,399		50,272		51,136		51,988		52,821		53,633		54,416

		Income Before Taxes				38,859		24,471		32,766		40,230		46,088		51,540		57,636		63,404		68,931		71,675

		Income Taxes				7,803		4,914		6,579		8,078		9,254		10,349		11,573		12,732		13,841		14,392

		Net Income(Loss)				31,056		19,557		26,187		32,152		36,833		41,191		46,063		50,673		55,090		57,283

		Beg Retained Earnings				0		31,056		50,613		74,823		56,787		42,801		47,901		40,952		37,501		37,215

		Net Income(Loss)				31,056		19,557		26,187		32,152		36,833		41,191		46,063		50,673		55,090		57,283

		Dividends				0		0		1,977		50,187		50,819		36,090		53,012		54,124		55,376		56,751

		End Retained Earnings				31,056		50,613		74,823		56,787		42,801		47,901		40,952		37,501		37,215		37,746

		Dividend Policy: Pay excess cash

		balance in following year		over		50,000

		Balance Sheet

		December 31				2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Assets

		Current Assets:

		Cash				2,190		51,977		100,187		100,819		86,090		103,012		104,124		105,376		106,751		91,342

		Accounts Receivable				68,000		70,176		72,422		74,739		77,131		79,599		82,146		84,775		87,488		90,287

		Inventory				0		0		0		0		0		0		0		0		0		0

		Total Current Assets				70,190		122,153		172,609		175,558		163,221		182,611		186,270		190,151		194,238		181,629

		Plant and Equipment				278,200		278,200		278,200		278,200		293,950		293,950		293,950		293,950		293,950		309,700

		Accumulated C.C.A.				(19,980)		(56,825)		(87,957)		(114,319)		(137,637)		(158,440)		(176,217)		(191,438)		(204,494)		(216,657)

		Net Plant and Equipment				258,220		221,375		190,243		163,881		156,313		135,510		117,733		102,512		89,456		93,043

		Total Assets				328,410		343,528		362,852		339,439		319,535		318,121		304,003		292,663		283,695		274,672

		Liabilities

		Current Liabilities:

		Accounts Payable				1,433		1,480		1,530		1,581		1,633		1,688		1,744		1,803		1,863		1,926

		Long Term Debt				60,922		56,435		51,500		46,072		40,101		33,532		26,307		18,359		9,617		0

		Total Liabilities				62,354		57,916		53,030		47,652		41,734		35,220		28,051		20,162		11,480		1,926

		Shareholders' Equity

		Share Capital				235,000		235,000		235,000		235,000		235,000		235,000		235,000		235,000		235,000		235,000

		Retained Earnings				31,056		50,613		74,823		56,787		42,801		47,901		40,952		37,501		37,215		37,746

		Total Shareholder's Equity				266,056		285,613		309,823		291,787		277,801		282,901		275,952		272,501		272,215		272,746

		Total Liabilities and				328,410		343,528		362,852		339,439		319,535		318,121		304,003		292,663		283,695		274,672

		Shareholder's Equity

		Statement of Changes in Financial Position

		For the year ended Dec. 31				2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Cash from (used in) Operating Activities:

		Net Income(Loss)				31,056		19,557		26,187		32,152		36,833		41,191		46,063		50,673		55,090		57,283

		Depreciation				19,980		36,845		31,132		26,363		23,317		20,803		17,778		15,221		13,056		12,163

		Accounts Receivable				(68,000)		(2,176)		(2,246)		(2,317)		(2,392)		(2,468)		(2,547)		(2,629)		(2,713)		(2,800)

		Inventory				0		0		0		0		0		0		0		0		0		0

		Accounts Payable				1,433		48		49		51		53		55		56		58		60		63

		Net Cash Flow from Operations				(15,532)		54,273		55,122		56,248		57,812		59,580		61,350		63,324		65,493		66,709

		Cash from (used for) Financing Activities:

		Sale of Common Stock				235,000		0		0		0		0		0		0		0		0		0

		Long Term Debt				60,922		(4,486)		(4,935)		(5,428)		(5,971)		(6,568)		(7,225)		(7,948)		(8,743)		(9,617)

		Dividends				0		0		(1,977)		(50,187)		(50,819)		(36,090)		(53,012)		(54,124)		(55,376)		(56,751)

		Net Cash Flow from Financing				295,922		(4,486)		(6,912)		(55,616)		(56,791)		(42,659)		(60,237)		(62,072)		(64,118)		(66,368)

		Cash from (used for) Investing Activities:

		Plant and Equipment				(278,200)		-		-		-		(15,750)		-		-		-		-		(15,750)

		Net Cash Flow from Investing				(278,200)		0		0		0		(15,750)		0		0		0		0		(15,750)

		Increase(decrease) in Cash				2,190		49,787		48,210		632		(14,729)		16,921		1,113		1,251		1,375		(15,409)

		Cash beginning of year				- 0		2,190		51,977		100,187		100,819		86,090		103,012		104,124		105,376		106,751

		Cash end of year				2,190		51,977		100,187		100,819		86,090		103,012		104,124		105,376		106,751		91,342

		Supporting Schedules

		Schedule 1:  Economic Forecast

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Long Term Debt Rate		Input		10.0%		10.0%		10.0%		10.0%		10.0%		10.0%		10.0%		10.0%		10.0%		10.0%

		Rate of Inflation (expenses)		Input		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%

		Schedule 2: Revenues

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Growth in Seedling Sales(seedlings)		Input		0.0%		0.0%		0.0%		0.0%		0.0%		0.0%		0.0%		0.0%		0.0%		0.0%

		Growth in Selling Prices:

		Seedlings (4-10)		Input		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%

		Seedlings (3-13)		Input		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%		3.2%

		Quantity of Sales (#)

		Seedlings (4-10)				425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000

		Seedlings (3-13)				425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Selling Prices (per tree)

		Seedlings (4-10)		Input		0.17		0.18		0.18		0.19		0.19		0.20		0.21		0.21		0.22		0.23

		Seedlings (3-13)		Input		0.15		0.15		0.16		0.16		0.17		0.18		0.18		0.19		0.19		0.20

		Sales Revenue

		Seedlings (4-10)				72,250		74,562		76,948		79,410		81,951		84,574		87,280		90,073		92,956		95,930

		Seedlings (3-13)				63,750		65,790		67,895		70,068		72,310		74,624		77,012		79,476		82,020		84,644

		Total Revenue				136,000		140,352		144,843		149,478		154,262		159,198		164,292		169,550		174,975		180,574

		Schedule 3: Cost of Goods Manufactured and Cost of Goods Sold

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Direct Material Purchases - Seed

		Yield per Seed

		Seedling (4-10)		Input		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%

		Seedling (3-13)		Input		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%		42.5%

		Waste (discarded trees)		Input		15.0%		15.0%		15.0%		15.0%		15.0%		15.0%		15.0%		15.0%		15.0%		15.0%

		Total				100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%

		Amount of Seeds Purchased

		Expected Seedling Sales				850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000

		Seedling Ending Inventory(t)				0		0		0		0		0		0		0		0		0		0

		Seedling Production Target(t)		0.85		850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000

		Seeds Purchased(t)		Input		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000

		Purchase Price/seed		Input		0		0		0		0		0		0		0		0		0		0

		Seeds Purchased				0		0		0		0		0		0		0		0		0		0

		Direct Material Purchases				0		0		0		0		0		0		0		0		0		0

		Production Output from Seeds				2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Seedling (4-10)				425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000

		Seedling (3-13)				425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000		425,000

		Waste				150,000		150,000		150,000		150,000		150,000		150,000		150,000		150,000		150,000		150,000

		Total Seed				1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000

		Output Proportions

		Total Output Seedling				850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000		850,000

		Seedling (4-10)				50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%

		Seedling (3-13)				50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%		50.0%

		Total Seedling Output				100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%		100.0%

		Direct Labor Costs

						2000		2001		2002		2003		2004		2005		2006		2007		2008		2009

		Direct Labor Staff

		Manager/Superintendent		Input		1		1		1		1		1		1		1		1		1		1

		Grower		Input		0		0		0		0		0		0		0		0		0		0

		Casual		Input		15		15		15		15		15		15		15		15		15		15

		Total Labor Staffing				16		16		16		16		16		16		16		16		16		16

		Direct Labor Annual Compensation

		Manager/Superintendent		Input		37,000		38,184		39,406		40,667		41,968		43,311		44,697		46,127		47,604		49,127

		Grower		Input		31,000		31,992		33,016		34,072		35,163		36,288		37,449		38,647		39,884		41,160

		Casual		Input		750		774		799		824		851		878		906		935		965		996

		Direct Labor Costs

		Manager/Superintendent				37,000		38,184		39,406		40,667		41,968		43,311		44,697		46,127		47,604		49,127

		Grower				0		0		0		0		0		0		0		0		0		0

		Casual				11,250		11,610		11,982		12,365		12,761		13,169		13,590		14,025		14,474		14,937

		Total Direct Labor				48,250		49,794		51,387		53,032		54,729		56,480		58,288		60,153		62,078		64,064

		Total Salaries				48,250		49,794		51,387		53,032		54,729		56,480		58,288		60,153		62,078		64,064

		Benefits for Salary Employees

		Employment Insurance		3.4%		1,258		1,298		1,340		1,383		1,427		1,473		1,520		1,568		1,619		1,670

		Canada Pension Plan		3.9%		439		453		467		482		498		514		530		547		564		583

		Workers Compensation		1.0%		113		116		120		124		128		132		136		140		145		149

		Total Benefits for Salary Employees				1,809		1,867		1,927		1,989		2,052		2,118		2,186		2,256		2,328		2,402

		Benefits for wage-earning Employees

		Employment Insurance		3.4%		383		395		407		420		434		448		462		477		492		2,178

		Canada Pension Plan		3.9%		439		453		467		482		498		514		530		547		564		583

		Holiday Pay		6.0%		675		697		719		742		766		790		815		842		868		896

		Workers Compensation		2.0%		225		232		240		247		255		263		272		281		289		299

		Total Benefits for wage-earning Employees				1,721		1,776		1,833		1,892		1,952		2,015		2,079		2,146		2,215		3,956

		Variable Manufacturing Overhead Costs

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Cost per 1000 trees:

		Water		Input		0.44		0.46		0.47		0.48		0.50		0.52		0.53		0.55		0.57		0.59

		Fertilizer		Input		0.70		0.74		0.79		0.84		0.89		0.95		1.01		1.07		1.14		1.21

		Peat Moss		Input		2.18		2.25		2.32		2.39		2.47		2.55		2.63		2.72		2.80		2.89

		Vermiculite		Input		3.06		3.15		3.25		3.36		3.47		3.58		3.69		3.81		3.93		4.06

		Grit		Input		0.98		1.01		1.04		1.07		1.11		1.14		1.18		1.22		1.26		1.30

		Boxes		Input		4.34		4.48		4.62		4.77		4.92		5.08		5.24		5.41		5.58		5.76

		Liners		Input		0.45		0.46		0.48		0.49		0.51		0.53		0.54		0.56		0.58		0.60

		Variable Manufacturing Overhead Costs:

		Water				441		455		470		485		500		516		533		550		567		586

		Fertilizer				700		744		791		841		894		950		1,010		1,073		1,141		1,213

		Peat Moss				2,178		2,248		2,320		2,394		2,470		2,550		2,631		2,715		2,802		2,892

		Vermiculite				3,055		3,153		3,254		3,358		3,465		3,576		3,691		3,809		3,931		4,056

		Grit				977		1,008		1,041		1,074		1,108		1,144		1,180		1,218		1,257		1,297

		Boxes				4,340		4,479		4,622		4,770		4,923		5,080		5,243		5,411		5,584		5,762

		Liners				450		464		479		495		510		527		544		561		579		597

		Total				12,141		12,551		12,976		13,416		13,871		14,342		14,831		15,337		15,861		16,404

		Fixed Manufacturing Overhead Costs

		Note: These costs are based on the capacity of the facility.

		Building Square Footage		Input		31,500		31,500		31,500		31,500		31,500		31,500		31,500		31,500		31,500		31,500

		Natural Gas		Input		-		-		-		-		-		-		-		-		-		-

		Property Taxes		Input		250		258		266		275		284		293		302		312		322		332

		Capital Cost Allowance				19,980		36,845		31,132		26,363		23,317		20,803		17,778		15,221		13,056		12,163

		Electricity		0.16		5,040		5,201		5,368		5,539		5,717		5,900		6,088		6,283		6,484		6,692

		Total Fixed Overhead				25,270		42,304		36,766		32,177		29,318		26,995		24,168		21,816		19,862		19,187

		Total Manufacturing Overhead				37,411		54,855		49,742		45,592		43,189		41,338		38,999		37,153		35,723		35,591

		Cost of Goods Manufactured

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Direct Materials Used				0		0		0		0		0		0		0		0		0		0

		Direct Labor Used				12,971		13,386		13,815		14,257		14,713		15,184		15,670		16,171		16,689		18,893

		Manufacturing Overhead				37,411		54,855		49,742		45,592		43,189		41,338		38,999		37,153		35,723		35,591

		Cost of Goods Manufactured				50,382		68,242		63,556		59,849		57,902		56,522		54,669		53,324		52,411		54,484

		Unit Manufacturing Cost of Trees

		Cost of Goods Manufactured				50,382		68,242		63,556		59,849		57,902		56,522		54,669		53,324		52,411		54,484

		Expenses				46,759		47,640		48,521		49,399		50,272		51,136		51,988		52,821		53,633		54,416

		Total Costs				97,142		115,881		112,077		109,248		108,174		107,658		106,656		106,145		106,044		108,900

		Unit Manufacturing Cost per Tree				0.06		0.08		0.07		0.07		0.07		0.07		0.06		0.06		0.06		0.06

		Weighted Average Selling Price per Tree				0.16		0.17		0.17		0.18		0.18		0.19		0.19		0.20		0.21		0.21

		Gross Margin				0.10		0.08		0.10		0.11		0.11		0.12		0.13		0.14		0.14		0.15

		Cost of Goods Sold

		Beg Finished Goods Inv.				0		0		0		0		0		0		0		0		0		0

		Cost of Goods Manufactured				50,382		68,242		63,556		59,849		57,902		56,522		54,669		53,324		52,411		54,484

		Goods Available for Sale				50,382		68,242		63,556		59,849		57,902		56,522		54,669		53,324		52,411		54,484

		End Finished Goods Inv.				0		0		0		0		0		0		0		0		0		0

		Cost of Goods Sold				50,382		68,242		63,556		59,849		57,902		56,522		54,669		53,324		52,411		54,484

		Schedule 4:  Expenses

		Variable Rates				2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Telephone		Input		800		826		852		879		907		936		966		997		1,029		1,062

		Salaries (SG &A)				37,000		38,184		39,406		40,667		41,968		43,311		44,697		46,127		47,604		49,127

		Benefits (SG &A)				1,809		1,867		1,927		1,989		2,052		2,118		2,186		2,256		2,328		2,402

		Marketing Expenses		Input		500		516		533		550		567		585		604		623		643		664

		Admin Expenses		Input		150		155		160		165		170		176		181		187		193		199

		Interest - LT Debt				6,500		6,092		5,644		5,150		4,607		4,010		3,353		2,631		1,836		962

		Total Expenses				46,759		47,640		48,521		49,399		50,272		51,136		51,988		52,821		53,633		54,416

		Schedule 5:  Capital Budget

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Seedling Capacity(#)				1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000		1,000,000

		Land		Input		5,000		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Buildings		Input		183,500		- 0		- 0		- 0		15750		- 0		- 0		- 0		- 0		15750

		Equipment		Input		15,500		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Electrical		Input		2,000		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Natural Gas hookup		Input		1,200		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Heat Capturing Unit		Input		65,000

		Water		Input		6,000		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Total Capital Outlay				278,200		0		0		0		15,750		0		0		0		0		15,750

		Note: As capacity changes, fixed overhead costs must be adjusted.

		Schedule 6:  Financing Budget

		Long Term Debt		Input		65,000		-		-		-		-		-		-		-		-		-

		New Common Shares		Input		235,000		-		-		-		-		-		-		-		-		-

		Total				300,000		-		-		-		-		-		-		-		-		-

		Schedule 7: Capital Cost Allowance

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Buildings		Input Rate		12%

		Beginning Balance				0		172,490		151,791		133,576		117,547		118,246		104,057		91,570		80,582		70,912

		Additions				183,500		0		0		0		15,750		0		0		0		0		15,750

		Capital Cost Allowance				11,010		20,699		18,215		16,029		15,051		14,190		12,487		10,988		9,670		9,454

		Ending Balance				172,490		151,791		133,576		117,547		118,246		104,057		91,570		80,582		70,912		77,207

		Equipment		Input Rate		20%

		Beginning Balance				0		80,730		64,584		51,667		41,334		33,067		26,454		21,163		16,930		13,544

		Additions				89,700		0		0		0		0		0		0		0		0		0

		Capital Cost Allowance				8,970		16,146		12,917		10,333		8,267		6,613		5,291		4,233		3,386		2,709

		Ending Balance				80,730		64,584		51,667		41,334		33,067		26,454		21,163		16,930		13,544		10,835

		Total CCA Expense				19,980		36,845		31,132		26,363		23,317		20,803		17,778		15,221		13,056		12,163

		Schedule 8: Long Term Debt

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Beginning Balance				0		60,922		56,435		51,500		46,072		40,101		33,532		26,307		18,359		9,617

		Addition				65,000		0		0		0		0		0		0		0		0		0

		Interest				6,500		6,092		5,644		5,150		4,607		4,010		3,353		2,631		1,836		962

		Debt Payment				10,578		10,578		10,578		10,578		10,578		10,578		10,578		10,578		10,578		10,578

		Ending Balance				60,922		56,435		51,500		46,072		40,101		33,532		26,307		18,359		9,617		0

		Schedule 9: Income Tax

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Income Before Taxes				38,859		24,471		32,766		40,230		46,088		51,540		57,636		63,404		68,931		71,675

		Accumulated Loss Carryforward				0		0		0		0		0		0		0		0		0		0

		Loss Carryforward Used				0		0		0		0		0		0		0		0		0		0

		Taxable Income				38,859		24,471		32,766		40,230		46,088		51,540		57,636		63,404		68,931		71,675

		Federal Tax @ 27%, 21%				10,492		6,607		8,847		10,862		12,444		13,916		15,562		17,119		18,611		19,352

		Federal Surtax @ 4%				420		264		354		434		498		557		622		685		744		774

		Small Bus Tax Credit @ 16%				-6,217		-3,915		-5,243		-6,437		-7,374		-8,246		-9,222		-10,145		-11,029		-11,468

		Provincial Tax @ 8%, 10%				3,109		1,958		2,621		3,218		3,687		4,123		4,611		5,072		5,515		5,734

		Total Taxes				7,803		4,914		6,579		8,078		9,254		10,349		11,573		12,732		13,841		14,392

		Schedule 10: Ratio Analysis		Year		1		2		3		4		5		6		7		8		9		10

						2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Activity and Operating Ratios

		Operating Expenses

		Total Operating Expense/Sales				34.4%		33.9%		33.5%		33.0%		32.6%		32.1%		31.6%		31.2%		30.7%		30.1%

		Sell & Admin/Sales				29.6%		29.6%		29.6%		29.6%		29.6%		29.6%		29.6%		29.6%		29.6%		29.6%

		Interest Expense/Sales				4.8%		4.3%		3.9%		3.4%		3.0%		2.5%		2.0%		1.6%		1.0%		0.5%

				Year		1		2		3		4		5		6		7		8		9		10

		Average Days Receivables		Input		183		183		183		183		183		183		183		183		183		183

		Average Days Seedling Inventory		Input		0		0		0		0		0		0		0		0		0		0

		Average Days Payables		Input		30		30		30		30		30		30		30		30		30		30

		Working Capital				2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Accounts Receivable				68,000		70,176		72,422		74,739		77,131		79,599		82,146		84,775		87,488		90,287

		Accounts Payable				1,433		1,480		1,530		1,581		1,633		1,688		1,744		1,803		1,863		1,926

		Total				69,433		71,656		73,951		76,320		78,764		81,287		83,890		86,577		89,351		92,213

		Cash Conversion Cycle				153		153		153		153		153		153		153		153		153		153

		Profitability Ratios

		Gross Profit Margin				63.0%		51.4%		56.1%		60.0%		62.5%		64.5%		66.7%		68.5%		70.0%		69.8%

		Net Profit Margin				22.8%		13.9%		18.1%		21.5%		23.9%		25.9%		28.0%		29.9%		31.5%		31.7%

		Return on Total Assets				9.5%		5.7%		7.2%		9.5%		11.5%		12.9%		15.2%		17.3%		19.4%		20.9%

		Return on Equity				11.7%		6.8%		8.5%		11.0%		13.3%		14.6%		16.7%		18.6%		20.2%		21.0%

		Net Profit Margin  *				28.6%		17.4%		22.6%		26.9%		29.9%		32.4%		35.1%		37.4%		39.4%		39.7%

		Return on Total Assets  *				13.8%		8.9%		10.6%		13.4%		15.9%		17.5%		20.1%		22.6%		24.9%		26.4%

		Return on Equity  *				14.6%		8.6%		10.6%		13.8%		16.6%		18.2%		20.9%		23.3%		25.3%		26.3%

		*  Using net income before tax

		Schedule 12: Investment Analysis				2001		2002		2003		2004		2005		2006		2007		2008		2009		2010

		Required Return on Equity		Input		15%

		Present Value of Equity Investment

		Equity Investment				235,000		0		0		0		0		0		0		0		0		0

		Present Value of Equity Investment				235,000		0		0		0		0		0		0		0		0		0

		Present Value of Equity Returns

		Net Cash Flows to Equity				2,190		49,787		48,210		632		-14,729		16,921		1,113		1,251		1,375		-15,409

		Dividends				0		0		1,977		50,187		50,819		36,090		53,012		54,124		55,376		56,751

		Salvage Value				0		0		0		0		0		0		0		0		0		181,404

		Total Net Cash Flow to Equity				2,190		49,787		50,187		55,788		36,090		53,012		54,124		55,376		56,751		222,746

		Present Value of Net Cash Flows				254,950

		PV of All Cash Flows to Equity		(235,000)		2,190		49,787		50,187		55,788		36,090		53,012		54,124		55,376		56,751		222,746

		Net Present Value of Equity Investment				19,950

		Internal Rate of Return on Equity Investment				16.6%



Page &P



Capital Budget

		

				Capital Budget

				1000000 tree seedling capacity

				Greenhouses		$   183,500.00

				includes watering		$   31,500.00

				benches		$   15,750.00

				lights		$   250.00

				climate control board		$   7,500.00

				ventilation		$   2,100.00

				Equipment		$   15,500.00

				Land		$   5,000.00

				Heat transfer unit		$   65,000.00

				Set-up Costs

				electrical		$   2,000.00

				natural Gas		$   1,200.00

				water		$   6,000.00

				Total		$   278,200.00
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Breakeven

		

		Breakeven cost per tree		$   0.114

		Net Income Breakeven		Selling Price		Quantity of Sales		Heat Costs

				$0.114/tree		$   583,950.00		39000

								or

								$1.24/sq ft

								or

								62% of total

								needed heat costs
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D-E Working Cap

		

				Debt Financing		Equity Financing		Total

		$ Financed		65,000		235,000		300,000

		Proportions		22%		78%		100%

																		Year

																2001		2004		2007		2010

														Accounts Recievables		68,000		74,739		82,146		90,287

														Inventory		0		0		0		0

														Accounts Payables		1,433		1,581		1,744		1,926

														Working Captial		66,567		73,159		80,402		88,362
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Critical Variables

		

				Variable		Level of importance(1>2>3)

				Natural Gas Costs		1

				Box Costs		3

				Annual Labour		2

				Casual Worker's Hours		3

				Avg. Selling Price		1

				Quantity of Sales		3
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Sum of Fin Results

		

		Summary of Financial Results

		Year		2001		2004		2007		2010

		Sales		136,000		149,478		164,292		180,574

		COGS		50,382		59,849		54,669		54,484

		Gross Profit		85,618		89,629		109,624		126,091

		Expenses		46,759		49,399		51,988		54,416

		Net Profits		38,859		40,230		57,636		71,675

		Income Taxes		7,803		8,078		11,573		14,392

		Net Income		31,056		32,152		46,063		57,283

		Net Cash Flow to Equity		2,190		55,788		54,124		222,746

		Expected Rate of Return on Equity Investment								16.6%
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GPM

		

				Table 3.3 Gross Profit Margin

				Year		2001		2004		2007		2010

				Total Revenue		136,000		149,478		164,292		180,574

				Cost of Goods Sold		50,382		59,849		54,669		180,574

				Gross Margin		85,618		89,629		109,624		126,091

				GPM %		63.0%		60.0%		67%		69.8%

				Total Costs		97,142		109,248		106,656		108,900
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Op Expenses

		

				Op Expenses

				Description		Cost/Year ($)

				Electricity		5040

				Natural Gas		0

				Telephone Service		800

				Labor		48,250

				Property Taxes		250

				Marketing		500

				Administration		150
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Bus. Contacts

		

				Table 3.2 Tree Bien Business Contacts

				Accountant		Meyers Norris Penny

				Banker		TD Bank

				Insurance Company		Investors Group

				Lawyer		McDermot LaMarsh
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COGS

		

				Table 3.1 Cost of Goods Sold

				Cost of Goods Sold		2001		2006		2010

				Beginning Finished Goods Inventory		0		0		0

				Cost of Goods Manufactured		91,444		102,212		105,132

				Goods Available for Sale		91,444		102,212		105,132

				End Finished Goods Inventory		0		0		0

				Cost of Goods Sold		91,444		102,212		105,132
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Sensitivity analysis

		

		Sesitivity analysis

		Costs Incurred				$				ROI

		Heat Costs				63000				-8.4%

						31500				6.1%

						0				16.6%

										0.0%

		Boxes				0				18.0%

						2.17/1000 trees				17.3%

						4.34/1000 trees				16.6%

										0.0%

		Labor				1 superintendant + 15 casual				16.6%

						1 super + 1 grower +15 casual				5.4%

						1 super + 1 grower +20 casual				3.8%

						1 superintendant + 20 casual				15.2%

										0.0%

		Casual Hours				casual 100 hrs				16.6%

						casual 150 hrs				14.4%

						casual 200 hrs				12.2%

										0.0%

		Selling Price per tree				$0.09 weighted avg				-7.5%

						$0.16 weighted avg				16.6%

						$0.21 weighted avg				27.8%

										0.0%

						510000				15.3%

						637000				15.8%

						800000				16.6%
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Sensitivity analysis
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18

17.3

16.6

16.6

5.4

3.8

15.2

16.6

14.4

12.2

-7.5

16.6

27.8

15.3

15.8

16.6

IRR

Sensitivity Analysis

800,000

637,000

510,000

$0/1000 trees

$2.17/1000 trees

$1/sq. ft

$0/sq. ft

$4.34/1000 trees

1 super + 15 cas

1 super + 1 gr+15 cas

1 super + 1 gr +20 cas

1 super + 20 cas

$0.09 w.a.

$2 /sq. ft




