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Executive Summary

For the past five years Karen Kehoe has been a founder director of a very successful outdoor clothing shop in Bristol, Adventure Works. Last year that business made £120,000 profit on sales of £850,000 and employed seven people.

Adventure Works recently took on an agency from European Adventure Holidays, one of the largest and most respected tour operators in the market. With virtually no marketing effort some 200 adventure holidays have been sold by Karen in the past six months, netting £40,000 in commissions. Sales of insurance policies and other services have added to this total, and could potentially add much more.

From desk and field market research carried out on 300 clients, Karen is certain that there is considerable potential in the adventure travel business. In particular one important segment of that market, the professional, 25- to 35-year-olds who want to adventure travel in Europe, is not having their needs properly met.

These adventure travellers find it difficult to get good reliable and authoritative advice on destination and activities. They also find they end up at destinations with people expecting a very different experience, which can lead to a less than pleasurable holiday. These clients are unlikely to buy again from the firm who provided their last holiday.

Karen Kehoe plans to sell her shares in the clothing shop and invest the proceeds in a new business, Safari Europe. The business will operate from a self-contained facility within the existing shop, with its own entrance and shop window onto the main street.

The company believes that by concentrating on one market segment, the 25- to 35-year-old professionals, and one geographic destination, Europe, it will be able to deliver a significantly superior service to anything currently on the market.

Published research shows that tourism is a fast-growing business sector and Europe is the favoured location for most travellers. Adventure holidays, though a relatively new and small market, looks set for explosive growth.

Karen has selected a small team, some of whom have worked with her in the clothing shop for several years. She has worked as the manager of a branch of a high street travel agent and other members of the staff have extensive travel, selling, and computer skills, all of which will be invaluable to the new venture.

Safari Europe expects that by concentrating full time on selling adventure holidays, clients will increase from the present level of 200 in six months, achieved with only a part time effort, to at least 660 in the first year, 1,400 in the second, and 2,100 in the third. To help achieve this growth Karen has identified three other tour operators she wishes to represent and has begun negotiations with them. Selling between two and three holidays a day will allow the business to reach cash-flow break even in year one, while making a modest profit. This compares with the 1.3 holidays currently being sold each day.

By year 2 post-tax profits should be £180,000, and in year 3 nearly £300,000.

To achieve these results the company needs to invest in Web site and database software and systems, and in refurbishing the shop premises. Our market research demonstrates that sales of travel services via the Internet accounts for approaching £3 billion a year’s worth of business. It is the fastest growing business to consumer activity on the Internet.

In all, about £75,000 will be needed to fund the business during its formative months. A further £10,000 needs to be available to deal with unforeseen events, although a sensitivity analysis has been carried out which shows this is unlikely to be required.

Karen will be investing £25,000 of her own money in the business, and seeking £60,000 from outside. The purpose of this business plan is to attract other shareholders to invest in a highly profitable venture. Return on shareholders capital by year 3 will be close to 100 per cent. This opportunity may appeal to Karen’s partners in the clothes shop or to a business angel.

Alternatively, we are considering loan finance made up of a £25,000 short-term loan and an overdraft facility of £35,000.

1. the business and its management

History and Position to Date

Five years ago three partners founded Adventure Works, an outdoor clothing shop in the Kingsbridge area of central Bristol. Over the years, Adventure Works has extended its product range to include everything that the adventurous traveller could want, from tents and sleeping bags, through to maps, guide books, and insurance. The shop now has a turnover of £850,000 per annum, makes an operating profit of £120,000, and employs seven people, either full- or part-time. A mail order service is now provided both by catalogue and via a new Web site.

Adventure Works Shop Performance Over Past Five Years

	Year
	1
	2
	3
	4
	Last Year

	Sales
	110,000
	253,000
	401,000
	613,000
	851,000

	Operating Profit
	(37,500)
	(100)
	60,300
	80,001
	120,908


Increasingly, shop customers have asked for advice on adventurous places to go on holiday. Last year Adventure Works took on an agency from European Adventure Holidays, one of the largest and most respected tour operators in this market and began to promote and sell their products. In the six months that we have been selling travel agency products, some 200 holidays, at an average cost of £2,000 have been sold. Adventure Works’s commission on the sales has been £40,000 (10 per cent commission). In addition, 35 insurance policies have been sold at an average price of £100, yielding £1,050 (30 per cent commission).

Karen Kehoe, one of Adventure Works’s founding partners, now intends to sell her share in the shop and to concentrate on setting up the new travel business, Safari Europe.

Mission

Safari Europe has as its mission, to be the leading provider of hassle-free European adventure holidays to the 25- to 35-year-old young professionals market, initially operating within a 25-mile catchment area, but quickly starting to sell its services worldwide, via the Internet. Sales of travel services is the fastest growing category of business to consumer activity on the Internet. In 2000 the value of this market will be an estimated £2.7 billion (See Appendix 1, Internet Growth and the Sale of Travel Services).

The emphasis will be on providing a complete specialist service based on having a detailed knowledge of the holiday destination and adventure activities being offered. Our market research shows that the major criticism our type of client has of existing travel agencies, is that they “know nothing about their products, they just open the catalogue and read”, to quote one of the many disappointed adventure holidaymakers.

Also, by using our experience in the Adventure Works clothing shop, we will be able to both advise and direct our clients to sources of the type of travel equipment they will need to get the very best out of their holiday experience.

Objectives

Our financial objectives are to be operating at, or close to, cash flow break even by the end of the first year. We aim to be profitable from year 1 onwards, then we will aim to earn at least £180,000 post-tax profit in the second year, and nearly £300,000 in the third. Our profit margin on sales by year 3 will be a respectable 7 per cent.

We also intend that the business should be fun. The present staff are passionate about adventure holidays, and we intend to maintain their enthusiasm by constant product and skill training. We will only recruit new people who share our vision.

The Management Team

Before starting up the shop, Karen Kehoe (29) was office manager of the Bristol branch of Brooker’s Travel Agency. Brooker’s is one of the larger regional chains of general travel agencies that operate throughout the West of England. She was responsible for a team of four staff and for managing the office systems. Before joining Brooker’s, Karen worked in her father’s estate agency business for a holiday job, and organized the annual skiing trip for her school. She has a Higher National Certificate in Leisure and Tourism, from the local college, in the course of which she spent three months working on a project in Disneyland, Paris.

As well as Karen, Rupert Hughes, and David Hall, other members of the shop team will be moving into the new venture on a full-time basis, and Vivienne Toye has been newly recruited to cover Saturdays and holidays.

Rupert Hughes (24) has a degree in English literature from Bathampton University. After university he spent a year travelling around the world and joined the staff at the Adventure Works shop last year as a sales assistant. His holiday jobs were at Waterstones bookshop in the city centre.

David Hall (21) has worked for the shop since leaving school at 16. He is an intelligent and reliable all-rounder and gets on extremely well with customers and staff alike.

Vivienne Toye (18) is in the final year of sixth-form college completing her A levels. Rupert met her at Waterstones where she also had a part-time Saturday job. Vivienne is a computer enthusiast, who has extensive experience as a Webmaster.

(Karen Kehoe’s CV is in Appendix 3)

Legal Structure

The business will be set up as a limited company in the next few weeks. This structure will clearly separate the travel business from the shop and make it possible to attract the risk capital that will be required when the business starts to grow. For example, an Air Travel Operators License (ATOL) will eventually be required, which in turn calls for a business to have a minimum paid-up share capital of £25,000.

At a later stage the business may wish to sell and issue airline tickets and to create its own charter holidays. This will require membership of the International Air Traffic Association (IATA) and an Association of British Travel Agents (ABTA) bonding. However, in the period covered by this business plan we intend to operate only as the appointed agents for a number of tour operators. As such, we can shelter under their licenses and bonds.

Professional Advisers

We have taken legal advice on the formation of our company from Browne, Browne, and Browne, a local firm of business solicitors. We have also talked directly with the various regulatory authorities.

European Adventure Holidays, for whom we currently act as agents, have been particularly helpful in providing practical advice on both legal issues and on day-to-day office systems.

We will be taking professional advice on database systems and on Web site construction and Internet trading systems, from Solomon Burt Associates, the London-based software and systems design house. This firm advised Karen Kehoe’s former employer, Brooker’s Travel.

2. Products and Services

Tour Agency Products

We currently are appointed agents for European Adventure Holidays (EAH), a leading supplier in the market. Currently EAH offer some 40 different adventure holiday packages throughout Europe, covering such areas as: horse trekking in Iceland; above-the-clouds trekking on islands and remote mountain regions in such areas as Corsica and Norway; van-supported inn-to-inn bicycling; mountain biking and hiking adventure tours throughout France, Germany, Italy, and Austria; ballooning across the Alps.

We intend to seek to be appointed agents by three other major adventure holiday tour firms, with whom we are currently in negotiation:

Wrigley’s River Travel Centre, who offer rafting, sea-kayaking, and yachting trips around the remote European rivers and coastline areas, covering amongst other areas the Adriatic, Black Sea, and Turkey.


Executive Adventure Programmes, Europe; offer adventure holiday packages to corporate clients, to use as incentives and rewards, and as part of management development programmes. They are particularly strong in France, Italy, and Germany.


Eastern Adventurers, who specialize in adventure holidays in eastern Europe and the countries of the former Soviet Union, covering Bulgaria, Romania, Poland, and Latvia.

These are three relatively new and small tour operators, but they have acquired a reputation for innovation and reliability, and they are currently under-represented.

Services

We will offer a comprehensive range of complementary services to support the adventurous holidaymaker that will ensure they have a safe, enjoyable, and memorable experience. These services will include: insurance, both personal and effects; pre- and post-holiday briefing packs; a directory of advice and information services covering each country and adventure activity.

Proprietary Position

Whilst at present we are offering only other company’s adventure holidays we have protected our position in a number of ways.

Firstly, we have a two-year agency agreement with European Adventure Holidays which gives us access to all their holiday products, both existing and new. This contract is dependent on our achieving sales of at least 250 holiday packages a year. We intend to negotiate similar agreements with future suppliers, although sales targets with them will be lower to reflect their relative market position.

Secondly, we intend to maintain a high service element to our business, extending our range of value added services. In this way we will seek to build up a high level of repeat business. Customer loyalty is vital to our profitable growth.

Guarantees and Customer Protection

Our clients will be protected financially against either our or our tour operators’ failure, by virtue of the ABTA bonding held by our principals. We will only use holiday providers who can provide 24-hour emergency support services for clients whilst on holiday.

Transport Systems

The adventure holidays we will offer will use all principal travel systems, aeroplanes, trains, buses, and, where appropriate, taxis. We will aim for a standard of travel higher than that offered by the general travel industry. The feeling we are looking for is definitely not that engendered by the backpacker market.

3. Markets and Competitors

Markets, Projections, and Market Segments

The world travel market is forecast to expand at a 4.1 per cent average annual growth rate until 2010. This is faster than economic growth generally, which is expected to be around 2.4 per cent per annum.

The European market, whilst not the fastest growing, will be the most important destination, accounting for over 50 per cent of all international arrivals (see Appendix 1).

France, Italy, and Spain are the most important destinations within Europe. This is why we have selected as our initial partners, tour operators with appropriate products in these countries.

Figures for the size and projected growth of adventure holidays are sketchy, but one recent study (World Adventure Travel Data Corp.) gave these figures.

Adventure Travel Holidays - World forecast (Million Arrivals) : 1990 - 2010

	Destination
	1990
	1997
	2003
	2010

	Europe
	0.25
	0.60
	1.60
	2.35

	N. America
	0.45
	0.60
	1.40
	2.20

	Rest of World
	0.10
	0.25
	0.95
	1.10

	Total
	0.85
	1.45
	3.95
	5.65


	Age
	1990

%
	2010

%

	16 - 24
	61
	38

	25 - 35
	20
	31

	36 - 45
	15
	26

	46+
	4
	6

	
	100
	100


Source: WATD Corp. 1997

Our own market study confirms that Europe is likely to be the largest destination market for adventure holidays. Our study shows only 30 per cent of adventure travellers to be under 24, whilst the World Adventure Travel Data study claims 61 per cent. We feel the difference is caused by our survey sample being confined to relatively affluent people who had spent at least £200 in adventure clothing (see Appendix 1).

One further emerging market-segment for adventure holidays is corporate clients. Our market research suggests that up to 20 per cent of adventure holidays are sold at this top-price end of the market.

Competition and Competitive Advantage

There are no adventure holiday specialist travel agents in the Bristol area. However, there are many in capital and secondary cities such as London, Paris, Lyon, Madrid, Barcelona, and Frankfurt. There are also a number of direct marketing and Internet providers. These are the types of competitors we expect to face.

General travel agents, who have added adventure holidays to their range. These agents often have little or no knowledge of adventure destinations or activities. They sell literally from the page, offering limited advice, information, and support. According to our market study 40 per cent of adventure holidays are booked through these general travel agents, but only 33 per cent of clients would use them again. (See Appendix 1).


Adventure tour operators advertise their holidays in the press attracting about 25 per cent of all adventure holiday clients. However, clients have to shop around several tour operators to find what they want, and they cannot get unbiased advice, or much help with information. Only 45 per cent would go back to a tour operator for their next holiday.


Independent travellers make up 15 per cent of those going on adventure holidays, and 65 per cent of those would travel that way again. We need to persuade this group that our superior product-knowledge and service is worth their consideration.


Internet providers sell only 5 per cent of adventure travel holidays. However, 70 per cent would buy their next holiday via the Internet. There is plenty of scope to offer a superior Web site. We believe that by having daily face-to-face contact with clients we will be better able to manage a fresh, vital, and relevant Web site aimed at the specific needs of our market segment.


Specialist adventure travel agencies only sell about 15 per cent of holidays at present, but we feel that this is due partly to lack of client awareness and partly to the comparative rarity of such outlets.

Some 65 per cent of those using specialist adventure holiday travel agents would use them again, which is many more than would use either a tour operator direct or a general travel agent.

However, these agents were criticized for having such a wide range of activities and destinations, that their sales agents knew little about them. Our research shows that whilst 41 per cent of clients take adventure holidays in Europe only 23 per cent of the 5000 adventure tours on offer are for European destinations.

We feel that by concentrating on European destinations, which is the largest market for both holidays in general and adventure holidays in particular, we will be able to have superior product knowledge. We will only need to know perhaps 100 destinations and activities well, rather than have only a passing knowledge of the 5,000 adventure holidays on offer.

Our market research has also shown that many adventure travel agents are catering for the backpacker market, consisting mostly of very cost-conscious under 24-year-olds. This can lead to very different types of clients ending up at the same destination, with some consequent dissatisfaction. It is also evident that the backpacker market requires a much lower level of service and information, than do the more affluent professional 25- to 35-year-olds.

Customer Needs and Benefits

We believe that by concentrating on the European market, offering a limited but extensive range of types of holiday, and aiming our service specifically at affluent professionals, we can meet the needs of our clients in a way not being achieved by any of our competitors.

Our market study (see Appendix 1) has shown that this group has specific needs that are not currently being met, as 65 per cent of those taking adventure holidays would not buy from the same source again. In particular they want their travel agent to have comprehensive knowledge of the destination (87 per cent); to have an efficient administration system in which they can have confidence (84 per cent); to go on holiday with similar professional people (81 per cent); and to be offered useful advice and ancillary services such as insurance (79 per cent).

4. Competitive Business Strategy

Pricing Policy

The normal commission paid to travel agents for this type of holiday is in the 10 to 15 per cent range. Whilst European Adventure Holidays, the first agency we have been appointed to, pay us at the lower end of the scale, they are a prestigious firm to represent. Having them in our portfolio will enable us to negotiate much higher commissions from our new principals. Accordingly we are planning on an average travel agency commission of 11 per cent rising to 13 per cent by the end of year 3. Commission on insurance and other services will be 30 per cent, throughout.

Promotional Plans

Our market research shows that editorial has the greatest impact on people’s choice of an adventure holiday, closely followed by having the right “shop window” and having a recommendation from a friend, relation, or colleague. General press advertising seems to be fairly ineffective in this sector, and even specialist press advertising only draws in 14 per cent of clients. (See Appendix 1, Summary of Findings From our Market Research.)

Accordingly, our promotional plan is as follows:

Public Relations (PR). We will put considerable effort into preparing and disseminating a regular flow of press releases. These will be based on stories about our destinations, activities, corporate clients, and our staff. We will use a freelance PR adviser to help us write copy and target editors.


Shop Front. We plan to have an exciting, informative, and actively managed display window. There will be a video display showing holidays in progress. Different destinations can be selected from outside the window via a control panel, otherwise the scenes will rotate on a random basis.


Web Site. We will have a well-managed Web site. This is fast becoming a major promotional channel and we believe it will increase in importance over time. Also it is the easiest way for us to have a global presence at the outset. (See Appendix 1, Internet Growth and the Sale of Travel Services.)


Advertising. We will undertake a small amount of specialist-press advertising in order to enhance our PR activity. There is considerable research to support the argument that the more often a potential client hears about you, the more likely they are to approach you when they have a need for your type of service.


Database. Our database will retain full details of all our clients, the holidays they have taken, and their post-holiday appraisal data. We will use this data to provide incentives to our delighted clients prompting them to recommend our services to friends, relatives, colleagues, and employers.


Direct Mail. We will write to all past shop clients announcing the establishment of the travel business, and offering them a special introductory adventure holiday package.

Choice of Location and Premises

We intend to locate within the existing Adventure Works shop, as this is close to the city centre with a high density of both residential and business premises. The pavement is wide so people can stand and look in the window without being in the way of other pedestrians.

Wider Factors Affecting Strategy

The general economic climate in this city is good. A large influx of new businesses relocating from London and its surrounds, has added to the area’s prosperity. There is now a large and growing young-professional population.

Tourism in general looks set to grow (Appendix 1), Europe looks like continuing to be the major destination, and the Internet will be an important channel into this market.

Tourism is becoming a heavily regulated business sector. Whilst we have avoided most of the regulatory problems by becoming an appointed agent for a large established tour operator, in the future we will need our own ABTA bonding and ATOL registration.

5. Operations

Sales

Excellent selling skills are vital in our type of business, so everyone will be fully trained in selling. Every month we will audit each other by observing half a day’s selling activity and giving feedback on strengths and weaknesses in skills.

Record Keeping

We will keep records of every sales contact. Data such as source of enquiry; client’s needs; previous holidays; and job, income, and status, will be recorded. By having superior information on clients and prospects we intend to offer a truly personal service.

Premises

It is vital that the travel business has both a shop front facing onto the main street, and a visible separate entrance. It is intended that clothing-shop clients will be able to move between the premises without going outside. We will be renting 70 sq m (750 sq ft) of space at a cost of £18,000 per annum, fully serviced. In addition, we will need to spend £15,000 on internal refurbishments. We plan to do some of this work ourselves. Also a further £2,500 will be needed for office equipment such as desks and chairs.

Capacity

Our offices can accommodate five sales desks. Each sales desk has a capacity to handle 4 clients per hour, which means over the year we could handle up to 40,000 enquiries. With our average conversion rate of 1 in 5 we could service 9,600 clients from our present facilities. This is well above the numbers we are anticipating in the business plan.

Opening Hours

The telephone will be staffed 24-hours-a-day by live operators. During the period 9.00 a.m. to 6.00 p.m. this will mostly be done by our staff. However, overload calls during the day and out-of-hours calls will go to our live telemarketing bureau. People consider holiday decisions at home in the evenings after discussion with friends and partners. We want to be available as their first point of contact with an informed friendly service.

We believe that as our clients will mostly be busy working professional people, out-of-hours access to our services is also a key way in which we can differentiate ourselves.

Equipment

We will be renting an integrated telephone and database system from the outset. This will allow any of up to 10 sales staff to answer calls and have full on-screen data on clients and products. As service is one of our key differentiators, it is essential that all of us have full access to all relevant data speedily and efficiently.

Staffing

From the outset, all staff will have job descriptions, a career and training history file, and a record of appraisals.

New staff will take the travel agency psychometric aptitude test, and then spend time with each member of the Adventure Works Travel team.

All staff will undergo full product training, and will spend at least four weeks a year on site at key travel destinations.

Our dress code will require us to look as though we are on our way to one of our adventure holidays. We plan to start with three full-time staff, including the founder, and one part timer. We plan to be operating with six staff during the third year of trading.

Quality Control

We will be developing outline scripts to help sales staff manage enquiries. This will ensure that all incoming phone calls are dealt with in the same way and to a similar high standard.

We will encourage people enquiring about holidays to give us feedback on:

Our ability to handle their enquiry.

The way we manage between booking the holiday and taking the holiday.

The client’s reactions to the holiday, in terms of whether it meets their expectations.

New Tour Operators

Karen will be responsible for reviewing the range of tour operators that we seek to represent, and negotiating with prospective new principals.

6. Forecasts and Financial Data

Sales Forecast

Our enquiry to sales-conversion rate on the adventure travel holidays sold to date, whilst operating within the outdoor clothing shop, has been 33 per cent. For the purposes of our sales forecast, we are assuming that only 20 per cent of enquiries will actually result in an adventure holiday being booked. This is a very conservative estimate.

We expect there to be a steady build up of clients coming from the clothing shop to talk to us about holidays (see table below). However, the number of new enquiries generated by our promotional activity will also build up during the year, gradually overtaking enquiries from the clothes shop. This is a trend we expect to continue.

Based on the projection below, we are forecasting to sell 660 adventure travel holidays next year at an average price of £2,125.

Once insurance and other service sales are added in we expect to generate an income of £160,948 over the 12 months.

Sales Forecast Projection

	
	Q1
	Q2
	Q3
	Q4
	Year Total

	Enquiries Generated Through Promotion
	200
	425
	425
	750
	1,800

	Adventure Shop Enquiries
	300
	300
	450
	450
	1,500

	Total Enquiries
	500
	725
	875
	1,200
	3,300

	Holidays Sold
	100
	145
	175
	240
	660

	Average Holiday’s Cost
	2,000
	2,000
	2,250
	2,250
	2,125

	Commission Received
	20,000
	29,000
	43,312
	59,136
	151,448

	Commission on Insurance & Other Services Received
	1,000
	2,000
	3,000
	3,500
	9,500

	Total Commission & Fees Earned
	21,000
	31,000
	46,312
	62,636
	160,948


In year 2 we are forecasting commission of £373,843, and in year 3 we plan to reach £590,926.

Cash Flow Projections and Sensitivity Analysis

The cash flow projections for year 1 (see Appendix 2) show that after the owner has put in £25,000 the business will need additional short-term financing of about £50,000. For the last two months of the year we are forecasting a positive cumulative cash flow, and a year-end cash surplus of £11,937.

We have also done a sensitivity analysis (see Appendix 2) to assess the impact on cash flow, if our sales of holidays were 10 per cent less than projected. We do not believe this to be a likely event. But even if it were to occur, our short-term financing needs would still not exceed £50,000 in any month. However, this scenario would leave the company with a small (£1,450) negative cash position at the year end.

In our cash flow projection we have assumed the whole £50,000 additional financing has come from a bank loan. We have allowed for interest on the full amount for the whole period. In practice, we would hope to finance part of this at least by an overdraft amount equal to the money actually required. In this way we believe we have made a prudent, conservative provision.

Profit and Loss Account

We expect to make a small after-tax profit in the first year of £21,898 (see Appendix 2 and the table below). This is before the owner’s drawings. Any owner’s drawings will be contingent on performance being better than that expected in the plan.

Projected Profits in Years 1 to 3

	
	Year 1
	Year 2
	Year 3

	Turnover
	1,416,071
	3,115,356
	4,545,588

	Less Cost of Sales
	1,255,123
	2,741,513
	3,954,662

	Gross Profit
	160,948
	373,843
	590,926

	Less Expenses
	133,575
	145,750
	207,000

	Profit Before Tax
	27,373
	228,093
	383,926

	
	
	
	

	Provision for Tax
	5,474
	45,619
	87,276

	
	
	
	

	Profit After Tax
	21,898
	182,474
	296,650


Balance Sheet

The balance sheet at the end of year 1 (see Appendix 2) shows a healthy surplus of current assets over current liabilities. We have shown a conservative funding position, which does not include any of the additional capital that we hope to secure.

Performance Ratios

We plan to move our gross profit up from 11 per cent in year 1, to 13 per cent in year 3. These figures look quite low, but it should be remembered that our income is really the sales commission we earn, not the full price of an adventure holiday.

Our profit before tax is a more accurate measure of performance. This we expect to move from 2 per cent at the outset, up to 8 per cent by year 3.

Commission generated and profit per employee will be amongst the highest in the industry. At Brooker’s Travel, for example, profit per employee never exceeded £19,500.

	
	Year 1
	Year 2
	Year 3

	Gross Profit (%)
	11
	12
	13

	Profit Before Tax %
	2
	7
	8

	Commission Generated per Employee
	£45,985
	£83,076
	£98,487

	Profit per employee
	£7,535
	£41,471
	£63,987


Break Even

To break even we will need to sell between 2 and 3 holidays a day. This compares with our present sales of 1.3 holidays a day, based on our part-time effort out of the clothing shop. So we feel confident that break even can be attained within a reasonable period.

7. Financing Requirements

Funds Required and Timing

The two major investments we plan to make are:

Web Site and Database Development (this will cost us £25,000). The database system is one of our key differentiators. It will allow us to offer superior service and ensure a high level of repeat business and referrals.

The Web site is vital if we are to reach this wide and disparate global market. The group of potential clients we have chosen as our target market (affluent, professional 25- to 35-year-olds) are prime users of the Internet. Even those people in our locality will expect to be able to research our offers on the Internet before coming to the shop. (See Appendix 1, Internet Growth and the Sale of Travel Services.)


Shop Premises Development (this will cost us £17,500). We have to look professional and to have an efficient work environment. If our staff do not have the right tools we can hardly expect them to deliver superior performance. If clients see an amateur premises, they will not be inspired to spend thousands of pounds and entrust their adventure holiday plans to us.

Both these investments need to be made at the outset to ensure the business creates the right impression from the start. We only get one chance to make a first impression.

We have decided to lease our telephone and computer systems as this is a rapidly changing area and we need to have access to the very latest technology. Financing packages from equipment suppliers are currently very attractive.

Funding Options

The owner plans to invest £25,000 of her own money (the proceeds of the sale of her share of the clothing shop business). The cash flow projections show that the business will require a further £50,000 of working capital during the early months of the first year’s trading. We think we should provide for £60,000 to allow for unforeseen eventualities. We are considering two options for raising this.

Option 1: The sale of equity, perhaps to the original shop partners, of between £25,000 and £100,000. This would provide some capital to allow for growth. Any shortfall could be funded by overdraft or a bank loan.


Option 2: Approach our bank with a view to raising a medium-term loan of £25,000 and an overdraft facility of £35,000. Karen Kehoe could, with family help, provide any lender with security for part, if not all, of this facility.

8. Business Controls

Financial

We will be using a computer-based financial management system. This will allow us to analyse the profitability of sales of different holidays through each tour operator. In this way we can review our sales and marketing activities on a regular basis. It will also allow us to reward staff on the basis of profit achieved rather than just on sales.

Sales and Marketing

We will also be using a contact-management system that will allow us to monitor the effectiveness of different promotional strategies and of different marketing messages.

The cornerstone of our strategic advantage lies in having superior data on prospects and clients.

Appendix 1: Market Research

International Arrivals by World Region

Indications of Tourism Demand

Summary of Findings From our Market Research

Adventure Works Travel Market Research Questionnaire

Internet Growth and the Sale of Travel Services

International Arrivals by World Regions: Updated Forecast for the Years 2000 and 2010 (Millions)

	
	1975
	1995*
	1996*
	2000
	2010
	Average annual growth rate

1990 - 2010

	Europe
	153.8
	338.2
	347.4
	397
	525
	3.1

	East Asia/Pacific
	8.7
	84.5
	90.1
	122
	229
	7.6

	Americas
	50.0
	110.1
	115.5
	138
	195
	3.7

	Africa
	4.7
	18.7
	19.4
	25
	37
	4.6

	Middle East
	3.6
	11.3
	15.1
	14
	21
	4.9

	South Asia
	1.6
	4.5
	4.5
	6
	11
	6.7

	World total
	222.3
	567.4
	592.1
	702
	1,018
	4.1


Source: Global Stats Corp. 1997

Indicators of Tourism Demand in 1997

	
	International tourist arrivals

(x 1,000)
	Nights spent by foreign tourists (Mill)
	International tourism receipts (Mill. ECU)

	Austria
	17,173
	63.8
	11,168

	Belgium
	5,560
	12.8
	4,776

	Denmark
	1,614
	10.8
	2,814

	Finland
	835
	3.3
	1,320

	France
	60,110
	54.3
	20,742

	Germany
	14,847
	35.5
	12,408

	Greece
	10,130
	39.6
	3,138

	Ireland
	4,231
	14.0
	2,059

	Italy
	31,052
	113.0
	20,993

	Luxembourg
	767
	2.3
	4,776

	Netherlands
	6,574
	19.7
	4,946

	Portugal
	9,706
	22.2
	3,330

	Spain
	44,886
	107.8
	19,431

	Sweden
	683
	7.9
	2,652

	United Kingdom
	22,700
	164.9
	14,366

	EU
	230,868
	672.0
	124,143

	Iceland
	190
	0.8
	127

	Liechtenstein
	59
	0.1
	n.a

	Norway
	2,880
	7.1
	1,826

	EEA
	233,997
	680,0
	126,096

	Switzerland
	11,500
	34.0
	7,236

	Europe-19
	245,497
	714.0
	133,332


Source: Global Stats Corp. 1997

Summary of Findings From our Market Research Survey

Part 1

Summary of Findings From Market Research Sample of 300

300 clients of Adventure Works were surveyed, who had made purchases in excess of £200 in the past six months.

The key responses were as follows:

Percentage of Sample Taking and not Taking Adventure Holidays
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From this we can see that only 20 per cent of our sample had never taken or considered taking an adventure holiday. 30 per cent, whilst they had not yet taken such a holiday, had at least actively considered doing so. 10 per cent are regular users, taking at least one adventure holiday each year.

Part 2

A Summary of Findings About Those 186 Respondents Who Have Taken at Least One Adventure Travel Holiday

Gender:
Male

65%
Female
35%

Status:
Married
21%
Single

79%

Adventure Holidaymakers by Age
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The 25- to 35-year-olds appear to be the largest group, accounting for 40 per cent of adventure holidaymakers.


Percentage by Income Group
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Over 40 per cent of adventure holidaymakers are in the £20,000 plus, income bracket. Nearly 20 per cent earn in excess of £25,000.

Percentage Average Spend on Adventure Holidays per Head per Holiday
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Most of those taking adventure holidays spend in excess of £2,000 per head per holiday. Those spending over £3,000 per head tend to be 25- to 35-year-old professionals. Those spending under £2,000 are in the lower income and lower age groups.


Percentage by Destination
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The 5,000 Major Tours Offered by Region. Adventure Research, May 1997.

	Europe
	1,200

	North America
	1,000

	India
	600

	Africa
	810

	Far East
	675

	Other
	715


Our research shows that Europe is the most popular destination for adventure holidaymakers. However, only 1,200 of the 5,000 adventure tours on the market are for European destinations. Africa, which only attracts 7 per cent of the market, has 16 per cent of the tours aimed at it.

It follows that the European market has scope for expansion, and that if we concentrate on that market we only have to have detailed knowledge of upmarket European tours, rather than all 5,000. In that way we can have the advantage of superior knowledge in our chosen market.

Percentage by Source of Purchase of Last Adventure Holiday - and Whether They Would Use Again
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This finding is one of the most powerful results of our research. Whilst general travel agents may be the most likely to be used by those taking an adventure holiday, they are the least likely place for those clients to return to.

Whilst specialist adventure travel agents, such as the business we are setting up, only account for 15 per cent of the market, 65 per cent of clients would use them again. We aim by superior service to better this ratio.


Percentage by Where you Heard About Your Last Adventure Holiday
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These findings demonstrate the power of editorial comment. The next most effective way to reach potential clients is via the travel agent’s shop window. Both the general press and the adventure-travel press do not appear to have much effect on buyers in this market.

Percentage Who Have Been on an Adventure Holiday Organized by Their Employer
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There is a significant minority of corporate clients who buy adventure holidays as rewards, motivation, or as a part of a management development programme. These corporate customers are also those clients who spend over £3,000 a head per tour.

safari europe - QUESTIONNAIRE

(your replies are anonymous so confidentiality is assured)

1.
Gender:

(   Male

(   Female


Married:

(   Yes


(   No


Children:

(   Yes


(   No


Age:

(   Under 16

Income:
(   Under £10,000




(   16 - 24



(   £10,001 - £15,000




(   25 - 35



(   £15,001 - £20,000




(   36 - 45



(   £20,001 - £25,000


(   45+



(   over £25,000


Occupation:

Self:...................................................................





Partner:.............................................................

2. How many adventure holidays have you taken in the past three years?



(   None - never considered taking one



(   Considered, but not yet taken a holiday



(   Taken one adventure holiday



(   Taken two adventure holidays



(   Take at least one adventure holiday every year

3. If you take adventure holidays how much to you spend per head per holiday?



(   Under £1,000



(   £1,001 - £2,000



(   £2,001 - £3,000



(   Over £3,000

4.

	Who did you buy your last adventure holiday from?
	Would you use that source again?

	(   Travelled independently
	(   Yes
	(   No

	(   Directly from the tour operator
	(   Yes
	(   No

	(   Via the Internet
	(   Yes
	(   No

	(   From a specialist adventure travel agent
	(   Yes
	(   No

	(   From a general travel agent
	(   Yes
	(   No


5. How did you hear about the last adventure holiday that you took?



(   From a friend/colleague/relative



(   Via an advertisement in general press



(   Via the Internet



(   Saw it in the travel agents window



(   Via an advertisement in specialist adventure travel press



(   Editorial in press/TV/Radio

6. What impressed you most about the people you bought your last adventure holiday from?

	Ranking for level of impression

(1 = excellent, 4 = useless)
	
	Ranking for importance of factor

(1 = very high, 4 = quite unimportant)

	(
	Knowledge of activity
	(

	(
	Knowledge of destination
	(

	(
	Range of helpful advice
	(

	(
	Additional services, such as insurance
	(


7. What did you dislike most about the last adventure travel holiday that you took?

	(
	The other people on the holiday were not compatible (e.g. much older/younger, or had very different competence levels)

	(
	Too expensive

	(
	The travel agent/tour operator did not properly explain the true nature of the holiday

	(
	The administrative arrangements were poor - I had to do all the chasing!


8. What was the destination of your last adventure travel holiday?



(   Europe



(   N. America



(   Africa



(   India



(   Far East



(   Other

9. If you have never taken an adventure holiday would you consider taking one from a reputable travel agent with proven expertise in this market?



(   Yes

(   No

10. Have you ever been on an adventure holiday organized by your employer?



(   Yes

(   No

Thank you for your help with our research. We hope it will help Safari Europe to bring you more exciting adventure holidays.

Internet Growth and the Sale of Travel Services

Sales of travel services is a substantially larger slice of business than any other sector, including sales of both computer software and hardware.

The Value of Business to Consumer Transactions (US $m)
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It is also evident that the European users of the Internet are growing rapidly. The United Kingdom is the second largest Internet-user market after Germany.

Internet Users per Country, 1998, in Millions

(Total Europe 19.05 Million)
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When it comes to actually using the Internet for online shopping, Finland leads the way, with Germany and the United Kingdom sitting squarely in the middle, close to the European average.

Percentage of Internet Users who Have Shopped Online, 1998, in Millions

(European Average 43 per cent).
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Source: Int. Surv. Corp. 1997

Appendix 2: Financial Data

Cash Flow Forecast Year 1
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Pro forma cash flow statement: Year one

Month:

1

2

3

4

5

6

7

8

9

10

11

12

Totals

Receipts

 

Commission on Travel Sales

 

6,000

6,500

7,500

8,500

9,500

11,000

13,000

14,500

15,812

17,250

19,800

129,362

Commission on Insurance and other services

150

250

300

300

350

450

450

600

600

700

4,150

Owner's cash invested

10,000

 

 

5,000

 

5,000

5,000

25,000

Total Receipts

10,000

6,000

6,650

12,750

8,800

9,800

16,350

13,450

14,950

21,412

17,850

20,500

158,512

Payments

Rent and rates

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

18,000

Heat, light and power

 

 

875

 

 

875

 

 

875

 

 

875

3,500

Telephone system leasing

166

166

166

166

166

166

166

166

166

166

166

174

2,000

Computer systems and software leasing

416

416

416

416

416

416

416

416

416

416

416

424

5,000

Marketing and promotion

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,049

12,500

Post and stationery

270

270

270

270

270

270

270

270

270

270

270

280

3,250

Telephone

 

 

893

 

 

893

 

 

893

 

 

896

3,575

Insurance and legal

3,500

 

 

 

 

 

  

 

 

 

 

 

3,500

Wages (not Karen's)

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

36,000

Consultancy services (Database and Web site)

10,000

10,000

 

 

5,000

 

 

 

 

 

 

 

25,000

Memberships and subscriptions

1,500

1,500

Travel and subsistence

1,250

 

 

1,000

 

 

2,000

 

 

 

 

 

4,250

Training and staff development

2,000

 

 

2,000

 

 

2,000

 

 

 

 

6,000

Fixtures, fittings, furniture

15,000

2,500

17,500

Bank interest and charges

 

 

1,250

 

 

1,250

 

 

1,250

 

 

1,250

5,000

Total Payments

37,643

18,393

11,911

7,393

13,393

9,411

8,393

8,393

9,411

6,393

6,393

9,448

146,575

Cashflow Surplus/Deficit (-)

-27,643

-12,393

-5,261

5,357

-4,593

389

7,957

5,057

5,539

15,019

11,457

11,052

11,937

Opening Bank Balance

0

-27,643

-40,036

-45,297

-39,940

-44,533

-44,144

-36,187

-31,130

-25,591

-10,572

885

Closing Bank Balance

-27,643

-40,036

-45,297

-39,940

-44,533

-44,144

-36,187

-31,130

-25,591

-10,572

885

11,937


Cash Flow Sensitivity Analysis Year 1

[image: image13.wmf]Safari Europe

Pro forma cash flow statement: Year one - Sensitivity analysis

Month:

1

2

3

4

5

6

7

8

9

10

11

12

Totals

Receipts (Sales down 10%)

 

Commission on Travel sales

5,400

5,400

6,750

7,650

8,550

9,900

11,700

13,050

14,230

15,525

17,820

115,975

Commission on Insurance and other services

150

250

300

300

350

450

450

600

600

700

4,150

Owner's cash invested

10,000

 

 

5,000

 

5,000

5,000

25,000

Total Receipts

10,000

5,400

5,550

12,000

7,950

8,850

15,250

12,150

13,500

19,830

16,125

18,520

145,125

Payments

Rent and rates

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

18,000

Heat, light and power

 

 

875

 

 

875

 

 

875

 

 

875

3,500

Telephone system leasing

166

166

166

166

166

166

166

166

166

166

166

174

2,000

Computer systems and software leasing

416

416

416

416

416

416

416

416

416

416

416

424

5,000

Marketing and promotion

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,049

12,500

Post and stationery

270

270

270

270

270

270

270

270

270

270

270

280

3,250

Telephone

 

 

893

 

 

893

 

 

893

 

 

896

3,575

Insurance and legal

3,500

 

 

 

 

 

  

 

 

 

 

 

3,500

Wages (not Karen's)

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

36,000

Consultancy services (Database and Web site)

10,000

10,000

 

 

5,000

 

 

 

 

 

 

 

25,000

Memberships and subscriptions

1,500

1,500

Travel and subsistence

1,250

 

 

1,000

 

 

2,000

 

 

 

 

 

4,250

Training and staff development

2,000

 

 

2,000

 

 

2,000

 

 

 

 

6,000

Fixtures, fittings, furniture

15,000

2,500

17,500

Bank interest and charges

 

 

1,250

 

 

1,250

 

 

1,250

 

 

1,250

5,000

Total Payments

37,643

18,393

11,911

7,393

13,393

9,411

8,393

8,393

9,411

6,393

6,393

9,448

146,575

Cashflow Surplus/Deficit (-)

-27,643

-12,993

-6,361

4,607

-5,443

-561

6,857

3,757

4,089

13,437

9,732

9,072

-1,450

Opening Bank Balance

0

-27,643

-40,636

-46,997

-42,390

-47,833

-48,394

-41,537

-37,780

-33,691

-20,254

-10,522

Closing Bank Balance

-27,643

-40,636

-46,997

-42,390

-47,833

-48,394

-41,537

-37,780

-33,691

-20,254

-10,522

-1,450
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3 Year Profit and Loss Account

Percentage 

Percentage 

Percentage 

Year 1

of Sales

Year 2

of Sales

Year 3

of Sales

Income

Tours Sold

1,402,500

3,085,500

4,502,025

Insurance & Other Services

13,571

29,856

43,563

Non-Operating Revenue

0

0

0

0

0

0

Total Income

1,416,071

100%

3,115,356

100%

4,545,588

100%

Less

 Cost of Goods Sold

Tours Bought

1,251,052

2,732,557

3,941,594

Insurance & Other Services

4,071

8,956

13,068

Total Cost of Goods Sold

1,255,123

89%

2,741,513

88%

3,954,662

87%

Gross Profit

160,948

11%

373,843

12%

590,926

13%

Expenditure

Rent & Rates

18,000

18,000

24,000

Heat, Light, & Power

3,500

3,500

4,000

Telephone System Lease

2,000

2,000

2,000

Computer Leasing

5,000

5,000

5,000

Marketing & Promotion

12,500

18,000

25,000

Postage & Stationery

3,250

5,000

7,500

Telephone

3,575

4,750

6,500

Insurance & Legal

3,500

5,500

10,000

Wages (not Karen's)

36,000

40,500

58,000

Consultancy Services (1)

25,000

10,000

10,000

Membership & Subscription (2)

1,500

2,500

5,000

Travel & Subsistence

4,250

10,500

18,500

Training & Staff Development

6,000

10,000

21,000

Depreciation of Fixtures

5,500

5,500

5,500

Bank Interest & Charges

5,000

5,000

5,000

Total Expenditure

134,575

10%

145,750

5%

207,000

5%

Operating Profit

26,373

228,093

383,926

Long-Term Loan Interest

Profit Before Tax

26,373

2%

228,093

7%

383,926

8%

Tax

5,474

45,619

87,276

Profit After Tax

20,899

1%

182,474

6%

296,650

7%

Cumulative Profit/Loss(-)

20,899

203,373

500,023
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Balance Sheet at End of Year 1

Year 1

NET ASSETS EMPLOYED

Fixed Assets

Furniture, office fixtures

17,500

Total Fixed Assets

17,500

Accumulated Depreciation

5,500

Net Book Value

12,000

Current Assets

Stock (sundries)

500

Trade Debtors

27,436

Cash at Bank

11,937

Total Current Assets

39,873

Less

 Current Liabilities

Trade Creditors

500

Bank Loan

0

Provision for Tax

5,474

Total Current Liabilities

5,974

Net Current Assets

33,899

Net Total Assets

45,899

FINANCED BY

Called-Up Shares

25,000

Loan Capital

0

Accumulated Profits/Deficit (-)

20,899

45,899


Appendix 3

Founder’s CV

Name:
Karen Kehoe

Address:
6384 Warrenby Avenue



Bristol 19 1LB

Telephone:
00 44 021 92 15746

Work Experience

	Adventure Works, Bristol

Jan ‘92 to date

Sales Director
	Customer service, managing and motivating sales staff, monitoring performance.

	Brooker’s Travel Agency, Bristol

Dec ‘88 - Jan. ‘92

Office Manager
	Managing office systems, database management and staff management.

	Kehoe’s Estate Agency, Bristol

1985 - 1988
	Part-time work in all areas of business - preparing property details, writing press releases, etc.


Education, Training and Qualifications Gained

	1986 - 1988
	Kingsbridge College of Further Education
	Higher National Certificate in Leisure and Tourism Management, with specialization in Marketing.



	1978 - 1986
	Kingsbridge School
	GCSE’s in English, Mathematics, Biology, Geography, and French.


Personal Details

Place of Birth:


England

Date of Birth:


June 21, 1969

Age:



29

Interests and Hobbies:
Skiing, sailing, windsurfing, hang-gliding and




Wilderness trekking
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Pro forma cash flow statement: Year one

Month:

1

2

3

4

5

6

7

8

9

10

11

12

Totals

Receipts

 

Commission on Travel Sales

 

6,000

6,500

7,500

8,500

9,500

11,000

13,000

14,500

15,812

17,250

19,800

129,362

Commission on Insurance and other services

150

250

300

300

350

450

450

600

600

700

4,150

Owner's cash invested

10,000

 

 

5,000

 

5,000

5,000

25,000

Total Receipts

10,000

6,000

6,650

12,750

8,800

9,800

16,350

13,450

14,950

21,412

17,850

20,500

158,512

Payments

Rent and rates

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

18,000

Heat, light and power

 

 

875

 

 

875

 

 

875

 

 

875

3,500

Telephone system leasing

166

166

166

166

166

166

166

166

166

166

166

174

2,000

Computer systems and software leasing

416

416

416

416

416

416

416

416

416

416

416

424

5,000

Marketing and promotion

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,049

12,500

Post and stationery

270

270

270

270

270

270

270

270

270

270

270

280

3,250

Telephone

 

 

893

 

 

893

 

 

893

 

 

896

3,575

Insurance and legal

3,500

 

 

 

 

 

  

 

 

 

 

 

3,500

Wages (not Karen's)

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

36,000

Consultancy services (Database and Web site)

10,000

10,000

 

 

5,000

 

 

 

 

 

 

 

25,000

Memberships and subscriptions

1,500

1,500

Travel and subsistence

1,250

 

 

1,000

 

 

2,000

 

 

 

 

 

4,250

Training and staff development

2,000

 

 

2,000

 

 

2,000

 

 

 

 

6,000

Fixtures, fittings, furniture

15,000

2,500

17,500

Bank interest and charges

 

 

1,250

 

 

1,250

 

 

1,250

 

 

1,250

5,000

Total Payments

37,643

18,393

11,911

7,393

13,393

9,411

8,393

8,393

9,411

6,393

6,393

9,448

146,575

Cashflow Surplus/Deficit (-)

-27,643

-12,393

-5,261

5,357

-4,593

389

7,957

5,057

5,539

15,019

11,457

11,052

11,937

Opening Bank Balance

0

-27,643

-40,036

-45,297

-39,940

-44,533

-44,144

-36,187

-31,130

-25,591

-10,572

885

Closing Bank Balance

-27,643

-40,036

-45,297

-39,940

-44,533

-44,144

-36,187

-31,130

-25,591

-10,572

885

11,937
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Balance Sheet at End of Year 1

Year 1

NET ASSETS EMPLOYED

Fixed Assets

Furniture, office fixtures

17,500

Total Fixed Assets

17,500

Accumulated Depreciation

5,500

Net Book Value

12,000

Current Assets

Stock (sundries)

500

Trade Debtors

27,436

Cash at Bank

11,937

Total Current Assets

39,873

Less

 Current Liabilities

Trade Creditors

500

Bank Loan

0

Provision for Tax

5,474

Total Current Liabilities

5,974

Net Current Assets

33,899

Net Total Assets

45,899

FINANCED BY

Called-Up Shares

25,000

Loan Capital

0

Accumulated Profits/Deficit (-)

20,899

45,899
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3 Year Profit and Loss Account

Percentage 

Percentage 

Percentage 

Year 1

of Sales

Year 2

of Sales

Year 3

of Sales

Income

Tours Sold

1,402,500

3,085,500

4,502,025

Insurance & Other Services

13,571

29,856

43,563

Non-Operating Revenue

0

0

0

0

0

0

Total Income

1,416,071

100%

3,115,356

100%

4,545,588

100%

Less

 Cost of Goods Sold

Tours Bought

1,251,052

2,732,557

3,941,594

Insurance & Other Services

4,071

8,956

13,068

Total Cost of Goods Sold

1,255,123

89%

2,741,513

88%

3,954,662

87%

Gross Profit

160,948

11%

373,843

12%

590,926

13%

Expenditure

Rent & Rates

18,000

18,000

24,000

Heat, Light, & Power

3,500

3,500

4,000

Telephone System Lease

2,000

2,000

2,000

Computer Leasing

5,000

5,000

5,000

Marketing & Promotion

12,500

18,000

25,000

Postage & Stationery

3,250

5,000

7,500

Telephone

3,575

4,750

6,500

Insurance & Legal

3,500

5,500

10,000

Wages (not Karen's)

36,000

40,500

58,000

Consultancy Services (1)

25,000

10,000

10,000

Membership & Subscription (2)

1,500

2,500

5,000

Travel & Subsistence

4,250

10,500

18,500

Training & Staff Development

6,000

10,000

21,000

Depreciation of Fixtures

5,500

5,500

5,500

Bank Interest & Charges

5,000

5,000

5,000

Total Expenditure

134,575

10%

145,750

5%

207,000

5%

Operating Profit

26,373

228,093

383,926

Long-Term Loan Interest

Profit Before Tax

26,373

2%

228,093

7%

383,926

8%

Tax

5,474

45,619

87,276

Profit After Tax

20,899

1%

182,474

6%

296,650

7%

Cumulative Profit/Loss(-)

20,899

203,373

500,023
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Pro forma cash flow statement: Year one - Sensitivity analysis

Month:

1

2

3

4

5

6

7

8

9

10

11

12

Totals

Receipts (Sales down 10%)

 

Commission on Travel sales

5,400

5,400

6,750

7,650

8,550

9,900

11,700

13,050

14,230

15,525

17,820

115,975

Commission on Insurance and other services

150

250

300

300

350

450

450

600

600

700

4,150

Owner's cash invested

10,000

 

 

5,000

 

5,000

5,000

25,000

Total Receipts

10,000

5,400

5,550

12,000

7,950

8,850

15,250

12,150

13,500

19,830

16,125

18,520

145,125

Payments

Rent and rates

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

1,500

18,000

Heat, light and power

 

 

875

 

 

875

 

 

875

 

 

875

3,500

Telephone system leasing

166

166

166

166

166

166

166

166

166

166

166

174

2,000

Computer systems and software leasing

416

416

416

416

416

416

416

416

416

416

416

424

5,000

Marketing and promotion

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,041

1,049

12,500

Post and stationery

270

270

270

270

270

270

270

270

270

270

270

280

3,250

Telephone

 

 

893

 

 

893

 

 

893

 

 

896

3,575

Insurance and legal

3,500

 

 

 

 

 

  

 

 

 

 

 

3,500

Wages (not Karen's)

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

3,000

36,000

Consultancy services (Database and Web site)

10,000

10,000

 

 

5,000

 

 

 

 

 

 

 

25,000

Memberships and subscriptions

1,500

1,500

Travel and subsistence

1,250

 

 

1,000

 

 

2,000

 

 

 

 

 

4,250

Training and staff development

2,000

 

 

2,000

 

 

2,000

 

 

 

 

6,000

Fixtures, fittings, furniture

15,000

2,500

17,500

Bank interest and charges

 

 

1,250

 

 

1,250

 

 

1,250

 

 

1,250

5,000

Total Payments

37,643

18,393

11,911

7,393

13,393

9,411

8,393

8,393

9,411

6,393

6,393

9,448

146,575

Cashflow Surplus/Deficit (-)

-27,643

-12,993

-6,361

4,607

-5,443

-561

6,857

3,757

4,089

13,437

9,732

9,072

-1,450

Opening Bank Balance

0

-27,643

-40,636

-46,997

-42,390

-47,833

-48,394

-41,537

-37,780

-33,691

-20,254

-10,522

Closing Bank Balance

-27,643

-40,636

-46,997

-42,390

-47,833

-48,394

-41,537

-37,780

-33,691

-20,254

-10,522

-1,450
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Cash Flow Forecast

		

				Safari Europe

				Pro forma cash flow statement: Year one - Sensitivity analysis

				Month:		1		2		3		4		5		6		7		8		9		10		11		12		Totals

				Receipts (Sales down 10%)

				Commission on Travel sales				5,400		5,400		6,750		7,650		8,550		9,900		11,700		13,050		14,230		15,525		17,820		115,975

				Commission on Insurance and other services						150		250		300		300		350		450		450		600		600		700		4,150

				Owner's cash invested		10,000						5,000						5,000						5,000						25,000

				Total Receipts		10,000		5,400		5,550		12,000		7,950		8,850		15,250		12,150		13,500		19,830		16,125		18,520		145,125

				Payments

				Rent and rates		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		18,000

				Heat, light and power						875						875						875						875		3,500

				Telephone system leasing		166		166		166		166		166		166		166		166		166		166		166		174		2,000

				Computer systems and software leasing		416		416		416		416		416		416		416		416		416		416		416		424		5,000

				Marketing and promotion		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,049		12,500

				Post and stationery		270		270		270		270		270		270		270		270		270		270		270		280		3,250

				Telephone						893						893						893						896		3,575

				Insurance and legal		3,500																								3,500

				Wages (not Karen's)		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		36,000

				Consultancy services (Database and Web site)		10,000		10,000						5,000																25,000

				Memberships and subscriptions		1,500																								1,500

				Travel and subsistence		1,250						1,000						2,000												4,250

				Training and staff development				2,000						2,000						2,000										6,000

				Fixtures, fittings, furniture		15,000				2,500																				17,500

				Bank interest and charges						1,250						1,250						1,250						1,250		5,000

				Total Payments		37,643		18,393		11,911		7,393		13,393		9,411		8,393		8,393		9,411		6,393		6,393		9,448		146,575

				Cashflow Surplus/Deficit (-)		(27,643)		(12,993)		(6,361)		4,607		(5,443)		(561)		6,857		3,757		4,089		13,437		9,732		9,072		(1,450)

				Opening Bank Balance		0		(27,643)		(40,636)		(46,997)		(42,390)		(47,833)		(48,394)		(41,537)		(37,780)		(33,691)		(20,254)		(10,522)

				Closing Bank Balance		(27,643)		(40,636)		(46,997)		(42,390)		(47,833)		(48,394)		(41,537)		(37,780)		(33,691)		(20,254)		(10,522)		(1,450)



&LDate: &D
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Sheet1

		

		Safari Europe

		3 Year Profit and Loss Account

						Percentage				Percentage				Percentage

				Year 1		of Sales		Year 2		of Sales		Year 3		of Sales

		Income

		Tours Sold		1,402,500				3,085,500				4,502,025

		Insurance & Other Services		13,571				29,856				43,563

		Non-Operating Revenue		0		0		0		0		0		0

		Total Income		1,416,071		100%		3,115,356		100%		4,545,588		100%

		Less Cost of Goods Sold

		Tours Bought		1,251,052				2,732,557				3,941,594

		Insurance & Other Services		4,071				8,956				13,068

		Total Cost of Goods Sold		1,255,123		89%		2,741,513		88%		3,954,662		87%

		Gross Profit		160,948		11%		373,843		12%		590,926		13%

		Expenditure

		Rent & Rates		18,000				18,000				24,000

		Heat, Light, & Power		3,500				3,500				4,000

		Telephone System Lease		2,000				2,000				2,000

		Computer Leasing		5,000				5,000				5,000

		Marketing & Promotion		12,500				18,000				25,000

		Postage & Stationery		3,250				5,000				7,500

		Telephone		3,575				4,750				6,500

		Insurance & Legal		3,500				5,500				10,000

		Wages (not Karen's)		36,000				40,500				58,000

		Consultancy Services (1)		25,000				10,000				10,000

		Membership & Subscription (2)		1,500				2,500				5,000

		Travel & Subsistence		4,250				10,500				18,500

		Training & Staff Development		6,000				10,000				21,000

		Depreciation of Fixtures		5,500				5,500				5,500

		Bank Interest & Charges		5,000				5,000				5,000

		Total Expenditure		134,575		10%		145,750		5%		207,000		5%

		Operating Profit		26,373				228,093				383,926

		Long-Term Loan Interest

		Profit Before Tax		26,373		2%		228,093		7%		383,926		8%

		Tax		5,474				45,619				87,276

		Profit After Tax		20,899		1%		182,474		6%		296,650		7%

		Cumulative Profit/Loss(-)		20,899				203,373				500,023
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Sheet1

		

		Safari Europe

		Pro forma cash flow statement: Year one

		Month:		1		2		3		4		5		6		7		8		9		10		11		12		Totals

		Receipts

		Commission on Travel Sales				6,000		6,500		7,500		8,500		9,500		11,000		13,000		14,500		15,812		17,250		19,800		129,362

		Commission on Insurance and other services						150		250		300		300		350		450		450		600		600		700		4,150

		Owner's cash invested		10,000						5,000						5,000						5,000						25,000

		Total Receipts		10,000		6,000		6,650		12,750		8,800		9,800		16,350		13,450		14,950		21,412		17,850		20,500		158,512

		Payments

		Rent and rates		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		1,500		18,000

		Heat, light and power						875						875						875						875		3,500

		Telephone system leasing		166		166		166		166		166		166		166		166		166		166		166		174		2,000

		Computer systems and software leasing		416		416		416		416		416		416		416		416		416		416		416		424		5,000

		Marketing and promotion		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,041		1,049		12,500

		Post and stationery		270		270		270		270		270		270		270		270		270		270		270		280		3,250

		Telephone						893						893						893						896		3,575

		Insurance and legal		3,500																								3,500

		Wages (not Karen's)		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		3,000		36,000

		Consultancy services (Database and Web site)		10,000		10,000						5,000																25,000

		Memberships and subscriptions		1,500																								1,500

		Travel and subsistence		1,250						1,000						2,000												4,250

		Training and staff development				2,000						2,000						2,000										6,000

		Fixtures, fittings, furniture		15,000				2,500																				17,500

		Bank interest and charges						1,250						1,250						1,250						1,250		5,000

		Total Payments		37,643		18,393		11,911		7,393		13,393		9,411		8,393		8,393		9,411		6,393		6,393		9,448		146,575

		Cashflow Surplus/Deficit (-)		(27,643)		(12,393)		(5,261)		5,357		(4,593)		389		7,957		5,057		5,539		15,019		11,457		11,052		11,937

		Opening Bank Balance		0		(27,643)		(40,036)		(45,297)		(39,940)		(44,533)		(44,144)		(36,187)		(31,130)		(25,591)		(10,572)		885

		Closing Bank Balance		(27,643)		(40,036)		(45,297)		(39,940)		(44,533)		(44,144)		(36,187)		(31,130)		(25,591)		(10,572)		885		11,937
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Sheet1

		

		Safari Europe

		Balance Sheet at End of Year 1

				Year 1

		NET ASSETS EMPLOYED

		Fixed Assets

		Furniture, office fixtures		17,500

		Total Fixed Assets		17,500

		Accumulated Depreciation		5,500

		Net Book Value		12,000

		Current Assets

		Stock (sundries)		500

		Trade Debtors		27,436

		Cash at Bank		11,937

		Total Current Assets		39,873

		Less Current Liabilities

		Trade Creditors		500

		Bank Loan		0

		Provision for Tax		5,474

		Total Current Liabilities		5,974

		Net Current Assets		33,899

		Net Total Assets		45,899

		FINANCED BY

		Called-Up Shares		25,000

		Loan Capital		0

		Accumulated Profits/Deficit (-)		20,899

				45,899
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