Hunting Ranch


1.0  INTRODUCTION

1.1 Industy Overview   

Over the last 20 years, game hunting in Saskatchewan has become a growing, successful industry in the province.  Mainly an American market, fenced game hunting has become a popular tourist attraction for many middle to upper class tourists. Currently, this type of hunting is banned in British Colombia and Alberta with Alberta pending new legislation. There remains a substantial amount of social criticism in the industry as some feel this type of activity is inhumane and unfair. The Saskatchewan Wildlife Federation has dubbed fenced hunting as unfair and immoral but has made no serious protest againts the business. Hunting in Saskatchewan remains a popular, unique tourist attraction and will remain so for many years to come.

1.2 Goals and Objectives

Hunting Ranch will provide a safe, experience of a lifetime for its customers by providing accomodations, great food, and most importantly, a personal guide for each client. The company will strive to ensure all customers are well taken care of and will want to return the following season. 

The primary objectives of business are to raise just under a million dollars in capital and begin construction planning. The goal for the 1st five years in operation is to attract 116 hunters per year, through advertising techniques outlines in the marketing section of the report. Furthermore, Hunting plans on providing a fair external rate of return for investors which is outlined in the finacial plan. With solid advertising, and a good word of mouth reputation, Hunting will become a successful, long-term enterprise.

[image: image1]
1.3 Policy

The Hunt farm will be regulated by the Saskatchewan Agriculture and Food commsion testing random animals for chronic wasting disease and other health factors in the livestock. Also, Saskatchewan Wildlife Federation will be inspecting the farm for fair gaming practices and humane animal treatment. Hunting will take all measures possible to ensure fair treatment of all animals, and maintain a strong emphasis on safety.
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SECTION 2 OPERATIONS PLAN

2.1 Organizational Structure

The following chart is a breakdown of the organizational structure for Hunting Ranch.

 FIGURE 2.11 Organizational Flow Chart
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The reason for choosing this organizational structure is simple. The four Boards of directors are chosen because they are the ones investing the money in the operation and taking all the risk. Therefore they will want a say in any major decisions within the company. A president is necessary for this company as a person who will make all the day-to-day decisions and bookings of the guests. The reason an accountant is necessary is to keep all the financial records in order. Hunting will also require a supervisor for the hunting activities to keep things in line and running smoothly. 


2.2 Area Plan

FIGURE 2.21 Area Plan


[image: image2]
As the diagram illustrates, a 400 acre section is required to be fenced off for deer hunting. This is for easier hunting of the animals which are quite difficult to hunt in bigger open areas. A river or lake will be located at the edge of the property for recreational purposes such as fishing or canoeing. After a customer has completed his or her hunt, a water source will serve as pastime while waiting for fellow hunters to capture their game.


2.3_Site Plan

FIGURE 2.31 Site Plan


[image: image3]
The site format is fairly straightforward. There will be 3 gates separating the fencing; two 10’ access gates for each hunting area, and one 14’ main entrance way. The site building will be located at the south east corner of the yard and is explained in more detail in the following section.

2.4 Building Plan

FIGURE 2.41 Building Plan
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The above diagram illustrates the building that would be constructed on the farm.  The shell of the building is fifty feet wide by fifty feet long.  The building is then divided in half.  The one half would be entirely used for storage of the various machines purchased for use on the farm.  The other half would then be split into half again.  One quarter of the building would be used for food preparation and eating.  This room’s dimensions are twenty five by twenty five feet.  The other quarter of the building will be split into a cooler area and a handling room.  The cooler would be twenty- five feet long and seven feet wide to provide plenty of room for any animals.  The handling room will be twenty- five feet long by eighteen feet wide.  The entire building is going to be fenced for theft prevention purposes.

2.5 Development Plan

The executive directors of Hunting Ranch will base their major business decisions on a year to year basis. A four star lodge will be considered to be built on site after a solid customer base is created. If a lodge is built, year round operation will be considered.

2.6  Five Year Projection

TABLE 2.61 Five Year Salary Projection
	Position
	Time
	Amount
	# Groups
	Total

	Guides (4)
	5 years
	$500/group
	29
	$362,500

	Supervisor (1)
	5 years
	$600/group
	29
	$87,000

	Total
	
	
	
	$449,500



2.7 Captial Budget

TABLE 2.71 Capital Budget
	Land Cost
	$240,000 

	Building Cost:
	 

	   Structure 
	$67,000

	   Electrical/Plumbing
	$11,500

	   Fencing 
	$240,180

	   Gravel on site
	$4,440

	Total Building/ Land Costs
	$563,120

	
	


The land prices in the area just north of Lloydminister are 30,000 dollars per quarter section. 2 sections (8 quarters)(30,000) = $240,000(Rob Dunham, High Caliber Ranch). As for the building the cost included the structure and foundation with insulation. In the building cost we also added the cooler, electrical to the site and hook up and plumbing to the site. We are using water from the spring that is located in the hunting area. The fencing cost was one of the biggest costs we had as it worked out to $240,180. Gravel on the site we estimated to be three inches deep and to cost $4,440. The cost of gravel came from Olson Gravel. All these costs made the building costs to be $325,080. This makes the total land and building costs to be $565,080

TABLE 2.72 Equipment Cost

	Truck
	$20,000 

	Quads (6)
	$50,000

	Trailer
	$750

	Snowmobiles (2)
	$12,000

	Guns (2)
	$4,000

	Kitchen Appliances
	$2,500

	Table
	$300

	Heater
	$1,450

	Cooler/ Fans
	$4,250

	Stainless steel table
	$500

	Cutting Knives/saws
	$1,350

	Barbeque
	$400

	Camera and Equipment
	$1,200

	Misc. (tools)
	$2,300

	Total Equipment Cost
	$101,000

	
	


For the equipment in the storage shed one truck is required to have around the yard. There is a need for six, two seater quads that the guide and hunter could drive around on. Hunting will require some snowmobiles in case of lots of snow there could use them instead of the quads. 

2.8 Cost of Goods Manufactured

TABLE 2.81 COGM

· Direct Materials 

Animals                           $361,250

   Direct Labor                  $89,154

   Overhead                      $40,223

                                      $490,627

The prices elk and deer are bought at range from 1500 to 3000 dollars (High Caliber Ranch purchase prices). An average animal cost of $2200 dollars was used in the calculations for direct materials. Direct labor is based on 29 hunting groups x 4 guides paid at $500 dollars/group plus one head guide making $600/group which = $75,400 plus benefits. Overhead expenses calculated are based on utilities, supervision labor, van rental cost, as well as food and hotel prices for the year.

2.9 Cost of Goods Sold

TABLE 2.91 Cost of Goods Sold

Beg. Inventory =                              $0

  + C of GM       =                  $490,627
Cost of goods available for sale-      $490,627

· Ending Finished Goods Inventory- $55,000

   C of G S is                         $435,627

Hunting’s beginning inventory will be zero for the first year. The cost of goods manufactured is illustrated in section 6.3. The ending finished goods inventory is based on having 25 livestock remain on the property until the next hunting season (25 x $2200 = $55,000). 

2.10 Cash Conversion Cycle

TABLE 2.101 Cash Conversion Cycle

· Average Days Inventory- 105 days

  - 60 animals, 4 hunters/week

· Average collecting period- 0

  - Customers pay up front

· Average days payable-30

CCC= 75 days.

The cash conversion cycle was found to be a relatively easy calculation due to our method of paying cash upfront for all inventories and having a no account receivable policy. 

SECTION 3

HUMAN RESOURCE PLAN
Section 3 Human Resource Plan

3.1 Job Descriptions

The president of the company will have the most important position in the company.  The president needs to have good management ability and some management training.  This person will need to have a great understanding of hunting and the operation of game farms in general.  The president will also have final say on all the daily operations of the ranch.  All employees will report to the president.  It is assumed the president will be one of the owner’s and will also be on the board of directors.

The accountant will be in charge of all the money in the company.  This individual would need some training in accounting and money management.  It is the accountant’s job to ensure the company is making money and all transactions are properly recorded.  It is assumed the accounting individual would be one of the internal board of director members and would be partial owner of the company.

The supervising guide would be the highest ranking guide on the farm.  It is this person’s job to ensure that all the actual hunting goes smoothly and safely at all times.  This position would be filled with a person who has a vast knowledge of all things involved in hunting and outdoors life.  This position would pay $600 per group that goes through the farm.  There could be up to two groups go through per week which would give a salary of $1200/ week.  This is more than the regular guides would make but there is more responsibility involved.

The guides on the farm will need several abilities to qualify for employment.  They must have a good knowledge of hunting and the animals being hunted on the farm.  The guides will assist the clients in all aspects of the actual hunt.  They will also help in some of the other functions at the farm such as meal preparation and clean up. The guides have to be friendly, outgoing individuals that would make the client comfortable while hunting.  The regular guides would be under the supervision of the supervising guide.  They would report to the supervisor who in turn reports to the president.  The salary for the guides would be $500 per group that goes through the farm.  This would mean a salary of up to $1000/ week.  


3.2 Training Programs

The guides and supervising guide would require several different courses before beginning their job.  Each guide would be required to have a firearm safety certificate.  This is a given and most people qualified to guide would already have this certificate.  Each guide would be required to be certified in first aid.  In an industry that involves guns and outdoors, first aid could be needed at anytime.  The guides would also receive training in Cardiopulmonary Resuscitation (CPR).  While all measures would be taken to prevent accidents from happening, it is still important to be prepared if they do occur.

3.3 Agreements

Hunting Ranch has a board of directors consisting of four people.  Two of the directors would be internal and work daily for the company.  The internal directors will consist of the president and accountant of the company.  The other directors are external and are not involved in the day- to- day operation of the farm.  The only involvement of the external members is in the major decisions that affect the business.  The president will receive a salary of $45,000 per year and the accountant would receive $10,000 per year.  The remaining directors will not receive any money unless dividends are being paid by the company.


SECTION 4

MARKETING PLAN


4.1 The Marketing Mix

4.11 Products and Services

On the surface, it may appear that all Hunting Ranch is selling is the guaranteed kill of an animal, but there is so much more than that.  Hunting will provide the client with an outdoor adventure they will never forget.  The goal is to make the clients forget they are in a fenced off area and create the feeling of a true hunting experience.  Because the majority of clients will come from urban areas, there will be a great deal of emphasis placed on making the adventure as rustic as possible while maintaining comfort and keeping things as fun as possible.  The guides must be friendly, funny and make the client feel comfortable with the experience.  The experience is designed to make the clients go home feeling like they have connected with nature and want to return again.

4.12 Pricing

Hunting Ranch would have to be competitively priced with the other game farms in Saskatchewan.  The price Hunting would charge would be less than that of a game farm that had an on site lodge.  The price would not have to be much less than the full facility farms charge, just enough to make up for the lack of a lodge.  It is hoped that this slightly reduced price would generate some early business where a full facility would need other methods to promote their farm.

4.13 Promotion

There are two main methods by which Hunting Ranch will promote the hunting experience of a lifetime.  The first and most important method would be to establish and maintain a good internet page.  This would be a way for people from all over the world to see what it has to offer.  The page would include things such as photos of the animal shot and what the scenery is like on the farm.  The whole feel of the page would have to be rustic to promote the experience of hunting.  There would be contact information on the page to allow easy access for potential clients.  Other parts of the page that could be helpful would be to include rates and dates that hunting packages are available.  The site could also have customer testimonials as to how much they enjoyed the experience they had at Hunting Ranch.  Ultimately what the web page should do is promote the outdoor adventure one could expect from this ranch.

The second main method of promotion for Hunting Ranch would be to have professional looking pamphlets, about 3000, made up for distribution across the populated areas of the United States.  There are different places that would be ideal to have the pamphlets at.  The first would be to get in contact with some of the larger travel agents in the area and see if they would be willing to carry our pamphlets and promote Hunting Ranch to anyone that comes in looking for hunting experiences.  The second location of interest would be gun ranges in the cities of the States.  Gun ranges could be ideal because there would be some people that enjoy shooting at the targets so much they would like to try and shoot a deer.  Since there are few deer to shoot in the major urban areas, Hunting Ranch would be a perfect way to get a guaranteed kill.

There are several other options for promotion that could also be explored if wanted.  Small advertisements in popular hunting magazines could give exposure to people that enjoy the magazines in places deer or elk are not easily hunted.  Another option would be to promote the farm during hunting television shows.  This would require lots of money and could only be done once the farm was established.

4.14 Place

The target market, which has been mentioned several times above, is obviously the most populated portions of the United States as well as some European clients.  Hunting would not be targeting the richest cliental possible because they would choose a facility with lodge and food.  The target is therefore people who would enjoy the outdoor experience but are on some kind of budget. The idea is to give people who are used to an urban lifestyle the chance to get some outdoor experience while guaranteeing the kill of one animal.  In this situation, it is not a matter of getting the product to the consumer, it is a matter of getting the consumer to come and use our service.  This outdoor, rustic experience must be properly showcased in both the web page and pamphlets.  The image of nature is absolutely crucial in establishing a large cliental.  If an individual is used to seeing nothing but pavement and buildings, the idea of miles of endless trees and nature would be very appealing. For the experienced hunter, Hunting will still be able to offer the wild experience of tracking and shooting.

4.2 Segmentation, Targeting, and Postitioning

4.21 Segmentation

The market for game farms in general can be generalized as wealthy individuals from large, urban areas of the United States and Europe.  This generalization can then be broken down further.  The first segment would be the most wealthy, highest paying individuals who do not consider the cost of the trip to be an issue at all.  The second segment is the group that is not looking for the most luxurious trip but is looking for a rustic adventure and a good time at a reasonable price.  The third segment would be families or father- son vacation where the adult is looking to expose the child to nature and hunting in general.

4.22 Targeting

Hunting Ranch will be targeting the latter two of the three segments mentioned above.  The main focus will be to promote the cheaper price while emphasising the excellent nature adventure available.  It would be beneficial to promote a family atmosphere as well because there would be a lot of father’s looking to teach their children to hunt and would appreciate the guaranteed kill.  Pursuing these two segments as the main target of Hunting would hopefully give us a competitive edge over some of the other hunt farms in Saskatchewan.  The wealthiest individuals who are willing to pay any price are more likely to go to a farm that has a lodge and all meals included.  This is a market segment that would be pursued if Hunting ever expanded with a lodge.  Until that time, Hunting will focus on individuals on a budget.

4.23 Positioning

The position of Hunting Ranch would be to promote the nature and experience of the trip.  It would likely be beneficial to downplay the killing of the animals as much as is possible.  The idea is to convince the potential client that the nature and atmosphere are worth the trip by themselves, the hunting is just another bonus to what would already be a great trip.  There is a strong movement among the public that the hunting in game farms is wrong so it is important to promote Hunting Ranch as place where nature is celebrated, not just killed.  If the client feels they are going to get more than simply a kill, it will entice them to come and possibly to return again in the future.

4.3 SWOT Analysis

Internal Strengths and Weakness

4.31 Human Resources

There are several key points that indicate a solid work base is available in the Loydminister area. Hunting is a prominent activity amongst a large portion of male adults near the city, many of whom are seasonal farmers. In the lest the last decade there has been a major shift in the number of farmers looking for off season work; due to the troubles local farmers have seen in the majority of the agricultural industries in the province. There are also a number of aboriginals that have experience in this area that would be useful for or company. Aside from the fact of promising base for guide positions, Hunting is also confident in finding a sufficient, talented workforce attracted to the high wages. The agricultural off season timing of the annual cycle also proves beneficial to the owners of the company who work primarily through early spring to fall. Also, applicants with diplomas and degrees in agriculture will be given privileges for available positions.

4.32 Physical Resources

Some of the strengths and weaknesses involved in the physical resources will be dependant on the location of the site. If the location of the hunt area is a far distance from Lloydminster hunters will feel more secluded, and deeper into the bush, enhancing the experience. However, this distance would cost Hunting higher expenses in the transportation budget. Including, daily trips into town for supplies.

An inevitable problem the company faces is also carrying inventory over the off season. Hunting estimates 25 animals will remain in the pen during the summer months. The animals are self sufficient but may have to be monitored over this time. As for the animals themselves, the business plans on buying full size, premium livestock. This method proves to be a strength as well as a weakness; full grown animals are bought at a much higher cost, yet the strength lies in the lack of maintenance required. Animals will be handled and dealt with as little as possible.

4.33 Financial Resources

Because of the high estimated cash flows that will be running through the operation, Hunting predicts strong flexibility within the bankroll. If the minimum customer base is achieved, the debt will be removed over a shorter period of time.

4.34 Opportunities and Threats

External opportunities forecasted include the raising demand in the hunting industry, a wealthy target market and the public image benefits possible with respect to the businesses involvement in the tourism industry.

Threats that may jeopardize the operation include U.S/Canada relations, the Saskatchewan Wildlife Federation, and new legislation enforced after social change. Hunting Ranch recognizes the possibility of losing business to Americans if political relations with the United States deteriorate. The company is also concerned about new regulations imposing by disapproving Saskatchewan wildlife Federation, as well as any social paradigms that may influence the majority of the province to speak out, claiming that this style of hunting is unethical.


4.4 Market Analysis

4.41 The Market

The target market consists of the U.S., focusing on the north- eastern states. Hunting packages are rising in the demand as the industry continues to grow. The market is highly inelastic with strong profit potential.

4.42 The Competition

All prices are set at a minimal price. If antlers are more than a certain length the price of animal goes up by $1,000- $15,000. Hunting Ranch’s competition is larger than expected. With many game farms in business, there still seems that there is room for more. Price seems to be the biggest competitor with all companies. One thing Hunting has to compete with is the fact that it is new and has no on site lodge. Hunting Ranch’s biggest competition would be new game farms that are trying to get started. Like Hunting they are trying to attract clients. Since all game farms run the same way all strength and weakness are similar, but a strength that experienced long run companies have over the new ones are there steady cliental base and that they can afford to build an on site lodge.  Another strength the company has is if they have different kinds of animals to hunt and different activities that the hunters can do. Hiking, canoeing, or fishing are some examples. With strengths comes weakness. Companies that have been in business for years have to worry about their clients going to newer, cheaper competitors. The product/services of all competitors are on the same basis. They want to give an outdoor adventure with a guaranteed kill.  As for competition with companies that have activities besides hunting shouldn’t be a factor for Hunting. Hunting will have fishing in the river and there will be hiking if they like. Over time when we build a clientele base will have more activities for hunters to enjoy. The trend in the industry that may reduce some competitors may be if Chronic Wasting Disease hits a farm. Another trend may be if a small company can’t beat the prices of well- established companies.


TABLE 4.421 Competition Comparison

	
	Attractions
	Price (US) $

	Dunham’s High Caliber Ranch 

Lloydminister, SK
	Has 5 star lodging.

Home cooked meals.

20 years of experience and clients. 
	Whitetail Deer     $5,500

Elk                       $4,950



	Echo Lake Big Game Hunts

Archerwill, Sk
	Has on site lodging.

Home cooked meals.

Elk, Whitetail, and Buffalo hunting.

Private fishing pond,
	Whitetail              $5,250

Elk                       $4,500

Buffalo                $4,000                      

	Quappelle Hills Outfitters

Quappelle Valley, SK
	New hunt area and hunters to check out.


	Whitetail Deer     $5,000

Elk         $3,000-$22,000

Buffalo                $3,500

	Aspen Ridge Deer Ranch

Bruno, SK
	On site 3700sq. ft. lodge

World Class Walleye fishing.

Duck and geese hunting

Hiking and canoeing in river available if you want.
	Whitetail Deer     $5,500

Elk                       $4,500

	McKen Hunting 

Yorkton, SK
	2 separate hunting areas

On site lodge

 Ducks, geese and coyote hunting.

Man made trout pond for fishing. 
	 Full service starts at $1,000 and then extra charge for whatever you shoot up to $25,000

Average price range

Whitetail            $5,000

 Elk                     $4,000

	Hunting Ranch
	New hunt area for hunters to check out.
	Whitetail            $4,500

Elk                     $5,500


4.43 The Customers

Anyone can buy the product/service as long as what they are looking for is a wild outdoor adventure with a guarantee kill. It is believed that buyers will come at least once a year for this adventure. They will buy this adventure mostly in hunting season between the months of September and February. Any factors that will influence them to buy this is the guarantee of having shot an animal and having the antlers hang on your wall so you can tell everyone your story of how you shot it. The buyer’s preferences and needs are to shoot the biggest buck and have the biggest set of antlers on their wall. The products/services will meet the buyer’s needs because he/she will get that outdoor experience and he/she will get the deer he/she has always wanted. The buyer’s decision to purchase can be influenced by his/her friends who shoot a bigger animal and he/she and wants to go and try to beat him/her. He/she may also be influenced by his/her love of hunting and the outdoors.   

4.44 Target markets

The target market for Hunting’s products/services are upper to middle class Americans who like the outdoors. In the mid to lower class Americans target market for competitions would be the weakest because not all of them would be wanting to come year after year to hunt because they might not be able to afford it every year. In the target markets of the upper class has more of an advantage over there competitors because the upper class will be willing to pay more which means they can have higher pricing on there hunts. The upper class target markets offer the greatest sales and profit potential at the least overall risks because they have the money to pay.

4.45 Products/Services Features

The match between products/services and the needs of the customer is that the customer is looking for an outdoor adventure that has them roughing it and sitting around the camp fire. Hunting is aware of what the customer is looking for and can offer them this. There will be a customer satisfaction sheet to fill out were they can say how things should improve things or if there’s thing they want done differently. The specifications of the products/services are to show the customers what adventures there are while hunting and what it is like in the wild. The key features that Hunting Ranch and its competitors have for products/services are along the same line. The customer gets the same service all over but its Hunting Ranch that they’ll get more of an adventure because they are roughing it more by not having that fancy lodge. Hunting Ranch believes that the product/service we provide is exactly want the buyer wants. After receiving input as to what could be improved, some changes could be made to the adventure.    


4.46 The Opportunity

In summary of the key aspects in the market opportunity this enterprise anticipates lots of upper to middle class customers who want to pay for an outdoor adventure and an animal to show for it, Hunting just needs to get their attention. A sale forecast that Hunting Ranch wants to hit is to sell 116 outdoor adventures in a year.

4.5 Marketing Strategy
4.51 Sales Profit and Objectives

 Sales and profit objectives for Hunting will be to entertain one group of four customers per week. Each will be paying an average cost of $5,000 leaving the company with $20,000 revenue per week. It is estimated that the expenses will roughly add up to $13,000 a week. These expenses include loan payments, salaries, capital costs, general expenses as well as miscellaneous expenses. This leaves Hunting Ranch with a before tax profit of $7,000 per week or $28,000 per month. 

The second major profit objective is to raise the customer base by at least 20-30% in the next five years. This would have a profound impact on total revenue. 

4.52 Channels of Distribution

Hunting will be shipping out brochures to some major travel agencies and shooting ranges. Newsletters will be sent out to current and potential customers. The newsletter will show any new additions or deals for the hunters. The website will also be available to the public to browse around and get an idea of what would be in store for them when dealing with the company. Hunting will also be putting a full page color advertisement in the Buckmaster magazine which will be issued six times throughout the year.   

4.53 Pricing Policy

The objective of the company will be to have competitive prices compared to the other hunt farms and still turn a reasonable profit. A cost-based pricing policy will be used to determine the actual cost of the hunt. Hunting will be looking at the average cost of the competition and what they charge for the initial price, and for extra inches on the antlers on Elk above 340 inches. It appears that the prices chosen are very reasonable for the services to be provided. In the future when a lodge is being considered, a price increase will be necessary. In the case of a very large group coming through, a discount could be implemented, and a 10% discount in the overall price will be considered.  

4.54 Select Markets

The markets Hunting will be targeting will be the middle upper class Americans. Becoming a player in this market will be a challenge. Since the company will only just be starting out, being a top competitor will be something to look forward to in the future. Major competitors will be Dunham’s farm and Aspen Ridge. The advantage Hunting has over other hunt farms is our water source, which provides additional recreation (fishing/canoeing) for time spent after the customers hunt is completed. The company will also be relying on good customer satisfaction in hopes of creating long-term partnerships with the customers.

4.56 Selling and Advertising

The main objective of advertising will be to get the name out there in the market. When someone is looking to go hunting the name Hunting Ranch will be available. For the advertising Hunting will have brochures, newsletters a website, and an advertisement in Buckmasters magazine. The website will play the biggest part in the advertising. By using pictures the potential customers will be able to see what to expect from the location. A full video on the website will give a virtual tour of the location and give him/her the feeling that they are actually looking around the site. The web page will also show our sight plan set up and pictures of a few of the animals. The website will show the best airlines and routs from wherever they are in North America. The brochures will be distributed throughout North America, but mostly the United States. Brochures will be sent to a few travel agencies and some major shooting ranges around North America. Along with the brochures the company will also be sending out a newsletter to all customers, current and potential. The arrival of this news letter will remind them of the upcoming hunting season along with any new improvements and deals that may be going on at that time. For the first year they will be sent to the shooting ranges and any one who is interested in a once in a life time experience. The magazine advertisement will be beneficial to the company by promoting the ranch and drawing people to look it up on the web where they can take a look around and get a quoted price on the service. Another substantial part of the advertising will just be “word of mouth” and customer satisfaction. If hunters are satisfied with the farm they will either return in the future or recommend it to their friends.

4.57 Marketing Budget

The table below will give you an idea of what the marketing costs and budget will be for the year.

Table 4.571 Marketing Budget

	
	Quantity
	Total cost

	Brochures + Shipping
	3000 x $0.19
	$1,714

	Website design
	1
	$6,000

	Magazine Advertisement
	6 issues
	$8,956

	Office Supplies, phone
	
	$3000

	News letters
	250
	$1,387

	Total
	
	$21,057



SECTION 5

FINACIAL PLAN


5.1 Overview

To calculate the financial statements for Hunting Ranch, it is assumed that there will be an average twenty- nine groups of four hunters per year at the farm.  It is also assumed that of these 116 hunters, 80 will shoot elk and that 36 will shoot deer. Furthermore, it is also assumed that there would be a 20% increase in the number of groups after the fifth year.  These numbers are all estimates and actual numbers may vary from year to year.  

5.2 Working Capital

Hunting Ranch will not have any accounts receivable because all the clients will pay up front before they come on their trip. As for raw inventory Hunting Ranch will have no costs. As for inventory in progress, Hunting takes the number multiplied by one plus the inflation rate of 2%. There will be no finished inventory because all the deer and elk will carry over until the following year. Accounts payable is the total cost of goods manufactured which consist of direct materials, direct labour used and manufactured overhead. Take this and times it by average days payable which is 30 and divide by the profitability ratios. By adding accounts receivable, raw inventory, inventory in progress, finished inventory and accounts payable, working capital is calculated.

5.3 Expense Assumptions

Hunting Ranch had made some assumptions when determining prices. Some of the building maintenance costs were estimated. The capital budget had a few of the equipment costs taken from a rough estimation from books or magazines. The vehicle was estimated for the type and year of the truck. Costs for fuel and food use were an educated guess and could be higher in following years because of the hike in prices especially in fuel. Power costs and natural gas will be higher as time goes by because of the prices rising or because Hunting doesn’t know how much they will be using in the year. Hunting also took an estimated percentage at what the cost of fence maintenance was for the following years. 


5.4 Financing Plan

In order to start up and run Hunting Ranch, a total of $711,795 will need to be raised before operation can begin.  The following table shows how the funds are to be financed.

Table 5.41.
Financial Breakdown of Capital

	Long Term Debt 
	 Input 
	        339,397 

	 Owner's Equity 
	 Input 
	        372,397 

	 Total 
	
	        711,795 


The owner’s equity section of the capital is to be raised by selling shares to select members who may have a personal interest in the ranch.  This would include employees like guides and the accountant.

The long term debt is to be paid back over a fifteen year period with an annual payment of $37,264.  This is with a 7% interest rate.

5.5 Dividend Policy

It was decided that Hunting ranch would pay dividends to the shareholders only if the profit made in a year was more than ten times the working capital of the year.  In this situation it is unlikely that any dividends would be paid out for the first five years of operation.  All other income would be retained by the company for the growth and operation of Hunting Ranch.  

5.6 Economic Forecast

In all the financial projections for Hunting Ranch, a 2% inflation rate per year has been used to estimate numbers.  In terms of revenue, it was thought that a 20% growth in customers could be achieved around five years into the operation.  Therefore, after the fifth year the company has increased numbers of sales by 20%.


5.7 Balance Sheet

The following is the balance sheet for the first year of operation for Hunting Ranch.

Table 5.71
Balance Sheet Year 1

	Balance Sheet
	
	

	
	
	2006

	
	
	

	Assets
	
	

	Current Assets:
	
	

	 Cash 
	
	          102,814 

	 Accounts Receivable 
	
	                 -   

	 Total Inventories 
	
	          55,000 

	 Total Current Assets 
	
	          157,814 

	
	
	

	 Capital Assets: 
	
	

	 Plant and Equipment 
	
	        664,120 

	 Accumulated C.C.A. 
	
	        (28,283)

	 Net Plant and Equipment 
	
	        635,838 

	
	
	

	 Total Assets 
	
	        793,652 

	
	
	

	 Liabilities 
	
	

	 Current Liabilities: 
	
	

	 Accounts Payable 
	
	        40,325

	
	
	

	 Noncurrent Liabilities 
	
	

	 Long Term Debt 
	
	        325,891 

	 Total Liabilities 
	
	        366,217 

	
	
	

	Shareholders' Equity
	
	

	 Owner's Equity 
	
	        372,397 

	 Retained Earnings 
	
	          55,038 

	 Total Shareholder's Equity 
	
	        427,435 

	
	
	

	 Total Liabilities and Equity
	
	        793,652 


5.8 Ratio Analysis

Hunting Ranch projects moderately strong ratios for prospect investors. While researching these financial ratios, potential shareholders must be reminded that these numbers are based on minimal expectations of sales. The ratio analysis presented in this financial plan is calculated with an expected sales volume of 29 hunting groups throughout the year. The financial ratios for the 1st 5 years are as follows:

Table 5.81 Summary of financial ratios

	
	2006
	2007
	2008
	2009
	2010

	Liquidity Ratios
	
	
	
	
	

	Current Ratio
	3.91
	4.78
	5.95
	7.00
	7.64

	Activity and Operating Ratios
	
	
	
	
	

	Total Asset Turnover
	0.76
	0.78
	0.80
	0.80
	0.82

	Inventory Turnover
	7.84
	8.92
	8.62
	8.37
	8.16

	Average Days Inventory
	47
	41
	42
	44
	45

	Leverage Ratios
	
	
	
	
	

	Debt Ratio
	46.1%
	45.1%
	42.8%
	40.3%
	38.2%

	Debt to Equity
	85.7%
	82.0%
	74.9%
	67.4%
	61.9%

	Profitability Ratios
	
	
	
	
	

	Gross Profit Margin
	27.6%
	17.7%
	20.4%
	22.7%
	24.7%

	Net Profit Margin
	9.1%
	0.5%
	3.1%
	5.4%
	7.4%

	Return on Total Assets
	6.9%
	0.4%
	2.5%
	4.3%
	6.1%

	Return on Equity
	12.9%
	0.7%
	4.4%
	7.3%
	9.9%


Because of the high initial capital costs the business will not receive significant returns until the capital costs are paid off in total in the 15th year of operation. The 40% initial year debt ratio signifies lower financial risk, and makes the company an ideal opportunity for long term, safe investment. Furthermore, the high capital costs incur a negative NPV of $57,320.  The following table illustrates the margins per unit of 1 group of 4 elk hunters.


Table 5.82 Group cost breakdown of elk hunting:
	Unit Cost per Group
	2006
	2007
	2008
	2009
	2010

	4 elk
	$8000
	$14,280
	$14,560
	$14,840
	$15,020

	Groceries
	$172
	$176
	$179
	$183
	$187

	Bullets
	$10
	$10
	$11
	$11
	$12

	Total Unit Cost of Direct Materials
	$14,182
	$14,466
	$14,750
	$15,034
	$15,219

	Direct Labour
	$2600
	$2600
	$2600
	$2600
	$2600

	Overhead
	$86
	$89
	$90
	$92
	$94

	Total Unit Cost of Labour and Overhead
	$2686
	$2689
	$2690
	$2692
	$2694

	Total Cost per Group
	$16,868
	$17,155
	$17,440
	$17,726
	$17,913

	Expected Average Selling Price
	$18,000
	$18,360
	$19,102
	$19,484
	$23,848


As shown, weekly gross margins are relatively high which will help Hunting recover the initial debt. The direct labour figure was calculated by multiplying 4 guides by the 500$ rate/guide as well as adding the $600 pay of the lead guide. Selling prices are dependant on the weight of the captured game, but is based on an average of $5500 per elk. Unit groups costs for deer are as follows:

Table 5.83 Group cost breakdown of deer hunting:
	Unit Cost per Group
	2006
	2007
	2008
	2009
	2010

	4 deer
	$8000
	$8160
	$8320
	$8480
	$8640

	Groceries
	$172
	$176
	$179
	$183
	$187

	Bullets
	$10
	$10
	$11
	$11
	$12

	Total Unit Cost of Direct Materials
	$8,182
	$8,346
	$8,510
	$8,674
	$8,839

	Direct Labour
	$2600
	$2600
	$2600
	$2600
	$2600

	Overhead
	$86
	$89
	$90
	$92
	$94

	Total Unit Cost of Labour and Overhead
	$2686
	$2689
	$2690
	$2692
	$2694

	Total Cost per Group
	$10,868
	$11,035
	$11,200
	$11,336
	$11,553

	Expected Average Selling Price
	$22,000
	$22,440
	$22,889
	$23,347
	$23,814



5.9 Financial Summary

The following table represents the final financial results over the ten year period:

Table 5.91 Summary of Financial Results

	Year 
	2006
	2007
	2006
	2008
	2009

	 
	
	
	
	
	

	Sales
	602,000
	614,040
	626,321
	638,847
	651,624

	COGS
	435,627
	505,331
	498,252
	493,528
	490,540

	Gross Margin
	        166,373 
	        108,709 
	     128,068 
	     145,320 
	    161,084 

	Expenses
	        104,644 
	        105,316 
	     105,955 
	     106,555 
	    107,114 

	Net Income Before Tax
	61,730 
	3,392 
	22,114 
	38,764 
	53,970 

	Income Tax
	                  6,691 
	                    368 
	              2,397 
	              4,202 
	             5,850 

	Net Income After Tax 
	55,038 
	3,025 
	19,717 
	34,562 
	48,120 

	
	
	
	
	
	

	Year 
	2010
	2011
	2012
	2013
	2014

	 
	
	
	
	
	

	Sales
	          797,588 
	          813,540 
	          829,811 
	         846,407 
	            863,335 

	COGS
	          565,985 
	          568,647 
	          566,646 
	         565,945 
	            566,123 

	Gross Margin
	          231,603 
	          244,892 
	          263,165 
	         280,462 
	            297,212 

	Expenses
	          107,626 
	          108,086 
	          108,489 
	         108,829 
	            109,100 

	Net Income Before Tax
	123,977 
	136,807 
	154,676 
	171,633 
	188,113 

	Income Tax
	            13,439 
	            14,830 
	            16,767 
	           18,605 
	             20,391 

	Net Income After Tax
	110,538 
	121,977 
	137,909 
	153,028 
	167,721 

	 
	
	
	
	
	 

	Net Present Value (NPV)
	-423

	Internal Rate of Return on Equity Investment
	20.0%

	External Rate of Return on Equity Investment
	13.9%



SECTION 6

RISK ANALYSIS


6.1 Best Case and Worst Case

For the worst case scenario Hunting lowered the price by 9% and the packages sold by 17%. This is because if we lowered them any more the Internal Rate of Return would be in the negative. As a result of these changes the IRR was at 0%. The net income had a loss for the first 5 years. The cash flow was also in the negative for the first five years.  

For the best case scenario Hunting raised the prices and number of packages by 20%. As a result of these changes, our net income and cash flows were raised significantly. With the first year net income being $161,102, and a cash flow of 160,545.

Table 6.11 Best and Worst Case

	
	Year 1
	Year 2
	Year 3 
	Year 4 
	Year 5

	Worst Case
	Income
	(5,110)
	(65,937)
	(49,756)
	(35,695)
	(23,130)

	
	Cash Flow
	(66,123)
	(17,121)
	(8,523)
	(1,811)
	5,093

	
	IRR
	0%
	
	
	
	

	Best Case
	Income
	161,102
	111,814
	131,613
	149,628
	166,417

	
	Cash Flow
	88,203
	160,545
	172,790
	183,454
	194,582

	
	IRR
	43%
	
	
	
	


6.2 Breakeven Analysis

6.21 Required Sales

The table below shows the amount of people required to break even. These averages have been calculated by taking the average over ten years.

	Net Income 

Break-Even
	Cash flow 

Break- Even
	Economic

 Break-Even

	88
	80
	88


Table 6.21 Net, Cash Flow and Economic Breakeven


6.22 Net Income Break-Even

This number is the average amount of people needed for the year to acquire a net income of zero. The first year is 84 people and the next year it jumps to 112 people. The number of people required slowly declines for the next 10 years. Eventually reaching 76 customers required in the 10th year to break-even.

6.23 Cash Flow Break-Even

This is the average amount of people needed to purchase the experience to break even on the net cash flow. Ninety-six people are required for the first year and it slowly declines to eighty people in year ten.

 6.24 Economic Break-Even

This break-even calculated by adjusting the number of people purchasing packages to get an IRR equal to zero. As you can see in the chart it is 80 people for the first five years and 96 for the next five years. 

This chart shows the trends of each break-even analysis over ten years.

Table 6.241 Break- Even Analysis
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Section 7&8

Conclusion and Future Considerations


7.0 Conclusion

The feasability study for Hunting Ranch shows that there is money to be made in operating a hunt farm.  The big revenue is not generated for a few years so it is a venture that must be invested into for the long haul.  This venture is not for someone who is looking to make lots of money in little time.  This is an ideal project for someone who truly loves the lifestyle of the hunter and outdoorsman.  This is a project that would create a great life for someone that enjoys the outdoors and animals. 

8.0 Future Considerations
This feasibility study showed the numbers for operating a basic fenced hunting farm.  It is likely that in the future, when the company is making money, there could be some significant changes to the farm.  In order to better compete with other farms, a four- star lodge would be considered to be built.  The lodge would be on the hunting land and would hopefully increase both the number of hunters coming to the farm, and create a better company image.  Having a lodge would also allow the farm to charge a higher rate for the hunter’s because they are getting nicer accommodations than in town.  Hunting would also consider other options for use of the lodge during the off -season and slow months.  Some ideas being considered would be fishing tours, snowmobile tours and nature/ wildlife sightseeing packages.  All these future considerations would contribute to Hunting becoming an industry leader in outdoor adventure.
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Ten Year Financial Plan
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