AgEc 75.6 Agribusiness Capstone,Bridge City Stables


Section 1 Overview of Business Plan

1.1 Outline

Contained in this business plan will be all the necessary information needed to decide if this will be a viable profitable venture. Outlined in this document will be (1) Overview of Business Planning (2) The Operations Plan (3) The Human Resource Plan (4) The Marketing Plan (5) The Financial Plan. 
1.2 Business Venture

The business venture that is to be outlined in this document is setting up a horse stable with an indoor riding arena to be called Bridge City Stables. The second part of this venture is to sell lots to people to develop a house where they will live in a condominium setting in a rural area.

1.3 Mission Statement

To provide the highest quality of city living in a rural setting by having the freedom to enjoy the great outdoors by spending time with your horse in a natural setting.
1.4 Goals and Objectives
· Residents to have a small friendly community 

· To provide country living at its finest while being close to the city amenities

· To have families with common interests such as horse back riding

· Provide a state of the art riding arena and stable 

· Only qualified staff will be hired to take care of the horses to ensure that the horses are professionally cared for

· Provide the freedom to ride year round indoors and outdoors
1.5 Location
· Bridge City Stables will be located 4 miles Northeast of Saskatoon on a quarter section of land, the legal land location is 

      NW 20-37-4 W3

· The land consists of 100 acres of arable land and the remaining 60 acres has bush, a creek, and sloughs

· Some advantages of this location is that its close to the city but its away from the hustle and bustle of the city

Section 2 Operations Plan

2.1

Capital budget

Table 1

Land
$ 180,687

Building Costs


Riding Arena And Contractor
$ 398,838

Total Building Costs
$ 579,525

Table 2

Equipment Costs


Tractor and Attachments
$ 30,000

Lawyer
$ 10,000

Survey and R.M
$ 12,000

Fuel Tank
$ 3478

Barn Insurance
$ 2,500

Furniture
$ 22,481

Computer
$ 1499

Fencing
$ 2000

Total Equipment Costs
$ 83,263

Table 3: Working Capital

Cash
$ 59,464

Accounts Payable
$ (22,225)

Total Net Working Capital
$ 37,239

Table 4: Capital Budget Summary

Land
$ 180,687

Buildings and Contractor
$ 373,955 

Equipment
$ 83,263

Net Working Capital
$ 37,239

Total Working Capital
$ 700,000

2.2 Financing
The financing that is required for the start up of Bridge City Stables will consist of finding investors who are willing to buy shares that cost $2000 dollars a piece. There is no limit on the amount of shares that may be purchased. There will be a total of two hundred shares. The rest of the capital that is required will be from an operating loan from the financial institution that will lend the money and offer the lowest interest rate. 

2.3 Organizational Structure





Bridge City Stables organizational structure is set up so that the president is the most important person, the barn manager reports to the president and the stable custodian and part time employee report to the barn manager. All decisions are at the desecration of the president.

2.4 Site Plan




















The site plan as shown above is not to specification, an official site plan drawn up by a drafts man during the time of building so that the lay out of the area can be developed. This is to just give an example of what Bridge City Stables will look like.

2.5 Barn Layout












Legend

1-Wash Bays

2-Box stalls

3-Riding Arena

4-Lockers and Wash Rooms

5-Lounge and Viewing Area

6-Alley Between Stalls

7-Loading Area and Opening to Riding Arena

8-Maintaniance Room

9-Alley Way From Stalls to Riding Arena

Section 3.0 Human Resources Plan

3.0 The Human Resources Plan
3.1 President: 

The President will be the most educated and skilled person at the stable. The president will be able to perform all tasks involved with the stable and management aspects including the hiring of all other staff that have the proper knowledge and qualifications requested in the job posting. Bridge City stables will only employ those people with the proper qualifications. The president will oversee the organization and planning of the entire operation. The president must have a degree/diploma in Agribusiness with proven knowledge of horses and horse stable operations. The president will be involved in strategic planning, budgeting, and financial projections for the stable. A strong ability to work as part of a team is mandatory, as is the ability to build and lead by example.
3.2 Full time Stable Custodian: 

Duties will include general maintenance, feeding, stable cleaning and general concerns regarding the stable facility. The stable custodian is to report any concerns, problems or ideas to the president. The stable custodian is also in charge of delegating duties to the part time employees.
3.3 One Part Time/Full time Stable Hand:

 Duties include general maintenance, feeding, grass cutting and snow removal. This position is full time in the summer for a student returning to university in the fall. During the winter the student will stay on as part time help with hours of work being determined by the school work load. The part time/full time student position could eventually be turned into a permanent position, with the addition of an outdoor riding arena.
3.4 Training Program: 

Training programs that will be mandatory for all staff includes Occupational Health and Safety (OHS), and WHMIS. The stable, upon successful completion of the courses, will reimburse all costs incurred by the employees.
3.5 Human Resource Strategy: 

Bridge City Stables will be an equal opportunity employer. All employees will be treated with respect and integrity. There will be many staff appreciation nights such as golf scrambles and company BBQ’s. Staff will be awarded bonuses based on the profits of the stable, plus Christmas bonuses.
3.6 Wages and Salary:

 Total wage and salary costs for the first five years of operation detailed by year. A table for the first year salaries is shown, in year three there will be a 2% increase and in year five there will be a 1.5% increase in salary.

Table 5

Year 1 Wage and Salary Expenses

Position Title
Yearly Salary
Monthly Wage
Total Earnings

-President
$40,000.00
$3333.00
$40,000.00

-Full time Stable Custodian
$20,800.00
$1733.00
$20,800.00

-Part time/Full time summer student
$9728.00
$5120.00 summer

$460.00 winter
$9728.00

Total Wage and Salary Paid to Employees in Year 1

$70,528.00

3.7 Benefits: 

Total benefits for full time employees are 1.3% of their yearly wage which employees pay into every month. Health and dental are the only benefits programs offered by Bridge City Stables. The employee must first pay the bill and then bridge City Stables will reimburse the employee to a maximum of 1.3% of their yearly wage. The total benefits to be paid per year is $ 8,039.

Section 4.0 Marketing Plan

4.1 The Marketing Mix (4 P’s)

Product and Service: 

Bridge City Stables are selling the customer a lot that they have to develop on their own with the stipulation that they build one of three styles of homes that will be outlined in their buying agreement. The customer will be set in a rural area with city life just minutes away. Homeowners will also be guaranteed two box stalls in the state of the art horse stable.


For the horse riding enthusiast Bridge City Stables are renting out box stalls to board your horse. By boarding your horse you have unlimited access to the riding arena when events and lessons are not booked. Bridge City Stables also provide lessons, weekend clinics, and the opportunity to join riding clubs.

Pricing: 

For the people who are buying a lot the cost is $60,000.00. Once the buyer has purchased a lot they must decide on the size of the home to build. There is a minimum requirement of a 1600 sq/ft home to be built within 12 months of the purchase of the lot.


The rental price for one box stall will be $ 200.00 per month for home owners of Bridge City Stables, and $400.00 per month for public horse boarding. One hour riding lessons will cost $25.00 and $10.00 of that fee will go to the instructor, the other $15.00 will go to Bridge City Stables. Bridge City Stables intends to set prices the same as all the other high quality stables located around Saskatoon, so as not to start a price war and get driven out of business by the established stables.
Promotion: 

Promotion for Bridge City Stables will be done by running some full page advertisements in the Star Phoenix and Sunday Sun. There will also be in-depth schematic drawings of the arena and box stalls for renters who want to have an idea of what the facility will look like.
Place: (markets and distribution methods) 

 Bridge City Stables plans on targeting the Saskatoon and surrounding areas for potential customers. These individuals will be busy professionals making around $80,000.00 a year. Bridge City Stables plan on selling property lots that will house expensive show homes for the people who want to live In a country setting but are still close to the city life. Bridge City Stables distribution center will be located on the land where we are building the arena. Bridge City stables intend to use a real estate agent to do all the lot sales for Bridge City Stables.

4.2 Strengths Weaknesses Opportunities Threats (SWOT)

Human Resources 

Strengths:

· Skilled Qualified labor
· Management is knowledgeable in all aspects of horses and business
· All employees will be a graduate of a post secondary school (degree/diploma)
Weaknesses:

· Possibly too many people employed during the summer months because of less horses being boarded
Physical Resources 

Strengths:
· State of the art buildings
· Scenic trails available for riding
· High quality feed available for the horses
Weaknesses:

· Buildings will age and need repairs to maintain their appeal
· Feed costs may rise during years of drought
External opportunities and Threats

Opportunities:

· Expansion (outdoor riding arena)
· Rent arena for shows
· Viewed as a healthy life style
Threats:

· Competition (other stables)
· Feed prices rise due to drought 
· Community rejection to prevent building plans
· Disease (west nile virus, sleeping sickness)
4.3 Segmentation, Targeting and Positioning

Bridge City stables will target middle aged higher income families that don’t have children or have a small family so there is some extra money around. By doing this they won’t have to feed or water their horse, they will just have to enjoy riding in their free time.

Past performance:

The main markets that are sold to are people who own horses or wish to own horses. People who want to learn to ride horses or those who enjoy riding. The target area will mostly be people from the city that wish to live outside the city but still have all the amenities of the city just a few minutes away.


The product is sold through advertising in local papers, the real estate agent and by word of mouth. People who are interested in living in this type of setting will also do their own investigating which will lead them our way.


The pricing of the products marketed were based on what other stables had done in the past and what marketing they used to help them make a profit.

The Market:

 
The sources of information that can be used are listings from statistics Canada to determine what the percentage of people are who  would want to get into something like Bridge City Stables. The other stables in the surrounding area  would be a good source of information to determine how big the stable and arena should be and what types of expansion should be considered in years to come.


In terms of social trends, while owning a horse and riding, an arena is the thing to do, people will buy into it, but if for any reason that this isn’t as accepted, the interest will suffer until the fad of living on a acreage and owning a horse is over. The economics will have a major influence on what happens in the future. If the economy happens to have a downward turn, there of an interest in owning a horse and an acreage. People might loss interest in owning a horse or economic hardship might fall upon these people.

Competition

Major competitors in the stable industry are:

· Grass Woods Stables

· North Fork Equestrian Center

· Sandhills Stable

· Stony Gates Stables

· Willow Ridge Stables

· Ebon Stables

        North Fork and Willow Ridge are the only two that  offer english style riding so they each have 50% of the market while all six stables offer western riding, at the present time they share the western riding market with about 20% each.


Bridge City Stables will offer the same product and services for the people who rent box stalls. For the people who buy lots they will have a beautiful house in a country setting. No other stables offer this option.


Bridge City Stables will do their best to stay competitive with the other stables, but will not take a loss on competitive actions. Price cuts and specials will be offered to stay competitive as long as there is still a profit.

Today more people are looking for a quality place to board and ride their horses, with a greater demand there will be less competition because stables will be running at maximum capacity.

For other people looking at starting a horse stable it would at least a year but looking at it realistically it will take closer to two years.

List of services offered by competitors and Bridge City Stables

Bridge City Stables Competitors

Location
Attractions
Price(Cdn $)

Grass Woods Stables:

South of Saskatoon on Hwy 16
N/A
N/A

North Fork Equestrian Centre:

3 Miles West of Martinsville
-Adult only riding facility

-Warm indoor arena 

-¾ Mile oval exercise track

-Summer horse pasture
Box stall $300 per month

Sandhills Stables:

7 Miles South on Hwy 219
-Riding programs for children and adults

-Summer camps
Outside stall $278 a month

Lessons $137 per month

Stoney Gates Stables;

4 miles North of Saskatoon
-Indoor and outdoor arena

-Year round Boarding
Box Stall $255 per month

Lessons $25/Hr



Willow Ridge Stables:

1 Miles South on Hwy 219
-Arena rental

-Heated indoor arena

-Lessons, shows, clinics
Box Stall $400 per month

Lessons $25/Hr

Ebon Stables
-Heated arena

-Breaking and re-breaking

-Summer camps

-Show and clinic facility

Outdoor riding ring
Box Stall $450 per month

Lessons $40/Hr

BRIDGE CITY STABLES:

3 MILES EAST OF SUTHERLAND
-STATE OF THE ART FACILITIES

-LESSONS,CLINICS

-HEATED ARENA

-ENGLISH AND WESTERN RIDING STYLES


BOX STALL $400 PER MONTH

LESSONS $25/HR

WEEKEND CLINICS $100



Customers:


The people who want to own a house in a country setting will be able to buy a lot from Bridge City Stables and at that point they will be able to develop their dream home. The other people who will rent box stalls at the stable will be people who like to ride but don’t have the necessary time to take care of their horse. These individuals will have to be fairly wealthy individuals.


The people who buy a lot and develop their home will be one time buyers of the lot and if they don’t like it or have to move they will be responsible to find a buyer for the property they own. As for the stables they are rented on a monthly basis and one person can rent as many stalls as they like providing they are available for rent.

The people wishing to buy a lot will have the opportunity to do so once the necessary re-zoning of the land has been completed. These people will then have three different styles of homes to choose to build on the lot they have purchased. For the people who wish to rent stalls at the stable they can pre-rent a stall during the building of the stable. There will be detailed schematic drawings of the facility available for renters to view so that they can pick their stall location and have an idea of what the facility will look like.


Major factors that will help influence people to buy a lot is that they get to build a house in a country setting, as well when they buy the lot they are guaranteed two box stalls to keep your horses in or you can rent them out on your own. All yard work is provided and they know that their horse is being professionally cared for. City amenities are just minutes away. 

The buyers preferences and needs are to be able to live in a country setting where they can keep horses. This life style is for people who want to be away from the busy city life.


The lots that are purchased are very large so that when their home is developed they still have a yard to relax in. This will help meet the needs of people who wish to relax in a quiet country setting. The state of the art facility will be able to accommodate everyone’s needs.


The people who are buying will ultimately influence their own decision to buy. There will be schematics of the homes available to be built and of the facilities so people can see what exactly their getting. Ultimately only a person interested in country living will buy a lot from our establishment.

Target Markets


The market that  Bridge City Stables will try and tap into would be the English riding style. Even though only two barns around the city of Saskatoon have the English style of riding, there are more western styles of riding. Bridge City Stables will be looking for shares of both markets, but there will be more concentration put toward capturing the English riding style.


From talking to people who are interested in riding there seems to be a push toward having an opportunity to learn the English style of riding. So right now there might be a greater demand to learn the English style but Bridge City Stables will still offer western riding lessons.

Bridge City Stables will try to get the advantage over other stables by supplying top quality instructors to the rider who are taking lessons.


Bridge City Stables is looking to attracting at least 15% of the clients from other stables by providing a better product and also better care for the horses.

4.4 Marketing Strategy
Sales and profit objectives:


Bridge City Stables sales objective is to sell twenty lots to be developed by the buyer over a five year time frame. Bridge City Stables would like to be running at maximum capacity by the third year of operation. To do this Bridge City Stables will have to acquire 1/7 of the market by attracting 15 % of the other stables clientele as well as new clientele. Bride City stables goal is to have the stable running at a minimum of 55-65% capacity in the summer months and 85-90% capacity in the winter months. Bridge City Stables objective is to have an internal rate of return at 20% and an external rate of return at 15%

4.5 Channels of distribution:

During the start up of Bridge City Stables the purchase full page Star Phoenix advertisements that will run for five consecutive Saturdays during the building stage. As well as advertisements in the Sunday sun during the same time. Weekly advertisements in the Western Producer will also be used. A quarter page spot in the yellow pages as well as word of mouth. 

At the present time the competitors use advertising means of yellow pages and word of mouth. Word of mouth will be most cost effective because it’s free. The yellow pages will also be very effective because everyone has a phone book.

Bridge City Stables distribution strategy will be extensive during the start up and for the next five years. Once Bridge City Stables in an established stable word of mouth and yellow page advertisements will take care of distribution.

4.6 Pricing policy:

Bridge City Stables has the ability to set it’s own prices for services offered to stay competitive with competitors. Bridge City Stables competitors all price themselves between three-hundred and four-hundred and fifty dollars per month for an indoor box stall. Bridge City Stables sees no reason to deviate from the standards set by the other stables because there is a high demand for the rental of indoor box stalls. If there is a loss in the market share, Bridge City Stables can adjust prices accordingly. For Bridge City Stables to make a bare minimum profit the stable must stay at 30% capacity for the year. The products and service are being sold into two different markets, the people who live on the property and the renters. Discounts would be based on what competitors offer. Prices can be maintained and adjusted according to the demand.

4.7 Select markets, product, and service mix

Bridge City Stables will start out as a small market player with the intention of becoming a large market player through an excellent product and service. The competition cannot duplicate the on site hosing development. Bridge City Stables will have the advantage of a new user-friendly facility.

Section 5 Financial Plan

5.1 Opening balance Sheet for Bridge City Stables
                   
Table 6

Total assets
$800 000

Total Liabilities
$300 000

Shareholder Equity
$500 000

5.2 Working Capital
Based on assumptions made by Bridge City Stables the accounts payable will have a thirty-day period to pay. Accounts receivable will have a fifteen-day collection period because not all renters will pay their rental fees at the start of the month.

5.3 Break-even Analysis
In the break-even analysis, the numbers that are provided in the table show what the business can either make or lose in the first year and still break even and be able to stay in business.  All of these have been with an IRR of 0% and will be further illustrated in this chart:

Table 7


Break-even Analysis
Base

Long Term Interest
20.0%
8%

Expected Inflation
16.4%
2%

Regular priced Stalls
$2 820
$4 800

Wages:



                   - President
$112 255
$40 000

Power and Energy
$109 603
$50 000

5.4 Sensitivity Analysis
The business was found to be the most sensitive around the issue of the Condo lots sold.  The most drastic change in the IRR is found in these two sections.  At a base case the IRR for the amount of condo lots sold each was 17.6%.  The worst case that Bridge City Stables had a 30% price decrease give it a IRR of 9.4%.  At best case, the IRR was 26.8%.  

Table 8
Sensitivity to price changes in condo lot prices

Condo Lots
(30%+/-)
IRR

Base case
$60,000
26.0%

Worst case
$42,000
  9.4%

Best case
$78,000
26.8%

Table 9
Sensitivity to amount of condos sold each year

Condo lots sold
(30%+/-)
Year 1
Year 2
Year 3
Year 4
Year 5
Year 6
Year 7
IRR

Base Case

4
4
4
4
4


17.6%

Worst Case

1
4
3
2
4
3
3
13.3%

Best Case

14
6





35.0%

The operating expense was also another source of sensitivity in the business.  With a 30% fluctuation was used to determine the IRR.  Both cases showed a slight change in the IRR.

Table 10
Sensitivity to amount of operating expense

Operating Expense
(30%+/-)
IRR

Base Case
$323,047
17.6%

Worst Case
$419,996
14.5%

Best Case
$226,152
21.2%


The Changing Capital Investment is the change in expenses bought for Bridge City Stables over period of ten years.  This includes things like office supplies, computers, tractor attachments and also R.M. fees.  The base case showed a change of investments at $595,589.  With a 30%+/- change to determine the best case/worst case.  The best case was $416,912, with a 13.2% IRR change in capital investment and $774,266 with an IRR of 25.1% for a worst case.

Table 11
Sensitivity to changing Capital Investment.

Capital Investment
(30%+/-)
IRR

Base Case
$595,589
17.6%

Worst Case
$774,266
13.2%

Best Case
$416,912
25.1%

Conclusion: Bridge City Stables has proven to be a profitable venture.

List of References

Corman Park Rural Municipality, 111 Pinehouse Drive

· Steps to rezoning

Direct West Yellow Pages, #7 2220 Northridge Drive

· Advertising quotes

Future Shop Online, www.futureshop.ca

· Computer price 

Hallmark Realty, #5 3012 Louise Street

· Land price

J & H Builders Warehouse, 2505 Avenue C North

· Quote for Barn & Riding Arena

PBR Auto Auctions, 71st Street East

· Price for panels

Peavy Mart, 820 C 51st East

· Price for Waterbowls

Prairie Pride Retreat

· Use of the spreadsheet

Sask. Ag & Food

· Feed prices

Sask. Energy

· Quote for natural gas

Sask. Power

· Quote foe electricity

Saskatoon Co-op Agro Center, 311 Circle Drive West

· Price for lumber to be used in the stalls

SGI, www.sgi.sk.ca
· Insurance

Star Phoenix, 204 5th Avenue North

· Advertising quotes

Western Producer, 2310 Millar Avenue

· Advertising quotes

Willow Ridge Stables, RR5, 373-4311

· Barn setup idea
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