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Executive Summary

Puppy Playground is a unique pet services company built on the notion “best friends deserve more”. The

business will offer an innovative mix of services including Doggie Daycare (personalized fun with dogs and people
friends), Bed’n Biscuit kenneling (for overnight and longer stays), Doolittle’s Body Shop (for grooming and trips to
the vet), the PetStop Bakery (for food and toys), and more. We provide love, one-on-one attention, and a very
playful environment.

Two trends create the opportunity for Puppy Playground. On the one hand, people increasingly see their
pets not simply as special or important, but as family members. This trend is reflected not only in how much
people spend on their pets, but in the products and services to which they allocate these expenditures. On the other
hand, people have less time --- their lives are busier, more demanding, and more stress-filled. They travel more,
and spend greater amounts of time away from home in response to both professional and personal demands. They
face more lifestyle choices, many of which preclude pets. As a result, many dog-owners are looking for creative
ways to provide the love and care they want for their pets, but which they themselves face constraints in providing.
Puppy Playground sees an opportunity to provide dog-owners, initially in the Columbus, Ohio area, with loving
and convenient alternatives to ;:aging their best friend while at work, on vacation, receiving medical attention, or
when otherwise time-constrained. Puppy Playground’s solution provides dog-owners with peace of mind. They
know their dog is not only well-cared for, but is having more fun than they are.

The main customers Puppy Playground will target with its initial location live or work within a 20-minute
drive to the facility, which will be located in the Short North area of Columbus. This area encompasses the
downtown and Ohio State University areés. The customer base will include active single adults earning at least
$35,000, newly married couples without children, married individuals with children, and older couples. A creative

and highly actionable segmentation scheme has been applied to the defined market, resulting in four priority target

groups: Prudent Parents, Pet Planners, Puppy Pamperers, and Part-timers.
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Puppy Playground has determined that the income of 161,101 households in the area exceed $35,000.00,

39% of these households own pets and spends an average of $350.00 per year on their dogs of which 32% are for
pet services. The estimated market size is therefore approximately $7,036,891.00 and the estimated market
potential is $10,178,361.00. Assuming an estimated market share of % in the first year of operations, the
company’s estimated revenues are $223,424.00. During the second and third year of operations, sales are expected
to grow to $485,653.00 and $748,374.00

Eight direct competitors are identified within the relevant market, where direct competition is defined in
terms of full-service providers. Based on an assessment of strengths and weaknesses, Puppy Playground would
appear to have competitive advantages in the areas of a) our open-space fun environment, b) flexibility, c)
customization of service, d) creative marketing and relationship building. Only one daycare provider exists in the
immediate area, Doggie Daycare Center, Inc., and it does not offer many of Puppy Playground’s services.

The economic model of the business is quite attractive. It calls for high operating leverage, high margin,
moderate volumes, and a highly flexible service mix. A contribution analysis in which the unit of analysis for
Puppy Playground is the service offered, produced a weighted average price of $18.65 and a weighted average

contribution margin of $18.14 per unit. The cost structure is 95% fixed and fixed costs include rent, salaries,
utilities, advertising, insurance and legal expenditures amounting to $223,946.00 in Year 1. Variable costs in the
amount of $11,714.00 include expenses such as grooming and bakery supplies, part-time wages, and dog food. The

company will break even in dollars at $230,195.92, and will reach positive cash flow during the fifth month of year
two. Puppy Playground expects a net loss in the first year of $12,231.00. The company will begin to experience

net income of $132,934.00 and $556,298.00 in years two and three respectively.

The marketing approach is designed around a differentiation strategy. The communications approach relies
on direct mail, limited print and radio advertising, a referral program from a cultivated network of related service
providers (e.g. relevant local opinion leaders, such as vets, animal shelters, adoption agencies, breeders, and pet

stores), and special community events. A host of creative guerrilla marketing tactics will be employed. Prices at

il = Puppy Pl aygroun d RIS B - S
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Puppy Playground correspond with the amount of attention given to each animal and are competitive with the

local market. All management responsibilities will be handled by the three founder/owners, and they will be joined

by the equivalent of 20 part-time pet service providers.
The operating cycle at Puppy Playground will be standardized to ensure pets receive a consistent, high-

quality experience. A customer will first bring their pet into the facility for an evaluation. During this stage, the

pet will be evaluated based on how well it interacts with other pets and the workers. If the pet’s evaluation is
successful, the pet may return to Puppy Playground. While the pet stays at Puppy Playground, grooming and

transportation to a vet will take place if requested by the pet’s owner. If no additional services are required, the pet
will interact with other dogs, receive love and attention from the employees (again according to a consistent
operating format), and get exercise. The owner will then pick up their pet at the end of the day, and perhaps also
visit the PetStop store.

The initial location will be housed in a 10,000 square foot warehouse located at 777 Goodale Drive. The
facility will have two open play areas for small and large dogs, respectively, an outdoor play area, a bakery, a
grooming area, and kennels. Remodeling will begin immediately after signing the lease for the warehouse.

Start-up costs and financing requirement through a positive cashflow amount to $207,500.00. The founders
will invest $50,000, and a private investor will contribute another $50,000.00. Additional capital of $107,500 will
come from a SBA-backed loan. It is anticipated that a second equity investment of about $60,000 will be required
after year 1. The equity will be divided as follows: 75% founders, 20% to the first investor, and 5% held for the
subsequent investor. ‘

Puppy Playground will begin operations on September 1, 2001. Several startup activities will need to take

place prior to opening. Some of these activities include constructing cages, remodeling the facility, creating
signage, partaking in professional grooming classes, and acquiring computers, office supplies, kitchen appliances

and supplies. The owners of the company will franchise the business and pursue aggressive growth in a relatively

i) :;:"; S ¢ Puppy Playground

e
v

et
itb

4
2

L

LY

i3

L)

A



Confidential Page 4

short period of time. The company will standardize all operations and create a concise, comprehensive and

replicable business model to engage in pure franchising with selected entrepreneurs across the country.

Key risks Puppy Playground will encounter relate to customer trust, loyalty to other pet-care providers,
customer recognition of usefulness, personal handling preferences of each pet, and health-care risks. Puppy

Playground assumes there is a high demand for the company’s services in the target markets.

1. The Industry, the Company, and Its Products and Services

1.1 The Pet Service Industry

The Pet Service industry (NAICS 812910; SIC 0752) consists of enterprises primarily involved in
providing services such as the boarding, grooming, day care, and training of animals'. The majority of the Pet
Service Industry is segmented by geographic location, as most companies within this industry are small, privately
held operations’. The pet service industry has been around a long time and yet many elements of it are young. The
industry appears to be growing rapidly, and thus the primary demand gap is large®. Services for pets increased
considerably and it is estimated that dog and cat populations will increase 6% over the next five yearsa. Fifty-Seven
million households, over half the US population, currently own at least one companion pet, and 38% of U.S.
households own at least one dog, with the average dog owning household having 1.69 dogs**®,

In 1999, Americans spent $30 billion on pets, more than they splurged on music and toys, paying $8.9
billion (27%) for pet services and $16.9 billion (61%) on pet care items such as food ($9.9 billion) and pet supplies

($3.3 billion)”. In 1997, over $5 billion was spent on veterinary services".

Please refer to Exhibit 1.1 for respective percentages. Spending
Exhibit 1.1: American Spending on Pets

on pets grew 7% in 1999 and 2000 and is conservatively Veterinary
T 17%

forecasted to increase 4% annually between 2001 and 2004°. By

Pet Care

the year 2001, estimated total spending on pets will rise to $28.5 e, Pet Services

21%

billion®. Considering that 27% of the total amount is spent on pet

Puppy Playground v
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services, it is estimated that total US market potential for pet care
 services will increase to-$9.2 billion in 2001°,

Three large corporations dedicated to serving the needs of the American pet dominate the pet service
industry’. PETsMART and Petco Animal Supplies are the top two retailers of pet supplies, both taking on
“ToysR’'Us Superstore” formats. PETsMART, the larger of the two, with over 500 stores in the US, Canada and
UK, has broadened its product range to include grooming and veterinary services and obedience classes®. Petco
operates more than 130 stores in 37 states and sells approximately 10,000 products to pets and owners*. The third,
Veterinary Centers of America (VCA) is a California based company operating a vast network of full service
animal hospitals and labs. VCA continues to grow through acquisitions of leading practices throughout the
country’, even though about 75% of the industry remains in private practice®.

Several noticeable trends have been observed in the Pet Services Industry. People are taking better care of
their pets as is reflected in the increased number of pet owners using premium food and taking advantage of
services for their pet'®. An increasing number of pet owners are viewing their pets as family members rather than
just animals. People are busier and do not have as much time to spend with their pet, and yet more people are

owning pets. In addition, pet owners like the convenience and ease of one-stop shopping, such as that provided by
“pet-s uperstores"l 4

In coming years, the industry is expected to become more and more specialized, and will expand into new
segments such as pet bakeries and herbal supplements'. Alternative medicines for pets are also on the increase,
having been largely fueled by the emergence of animal health insurance'”. Although still a relatively new concept
in the US, approximately 12% of British pets have been insured by their owners'. In assessing the pet services
industry using Porter’s five forces (shown in Exhibit 1.2) the company has identified suppliers and

buyers/customers as positive factors impacting the business, while negative factors include new entrants,

substitutes, and existing competition.

Exhibit 1.2: Porter’s Five Forces affecting the Industry

Barriers to Entry
GirLew. i
Bargaic = 1 f ¥ Exi ﬁ;:gfompc&ﬁm P Bargaining pewcro't:' R P S
‘Bargaining power 0 < |  Existing Cc upy 3, Basat erof | | A5 W I
EF et High. Wy "——‘& --* Buyers/Customers .
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Exhibit 1.3 Assessment of Porter's 5
Forces

Products can be obtained from multiple
Suppliers vendors, thus will have best prices

Customer does not have bargaining
Buyers ower

INew competition would force company
New Entrants fto cut margins

Existing ompetition could ensue price or
ICompetition advertising wars, lowering profits

Reduction in demand because
ISubstitutes  jcustomers have alternatives

1.2 Puppy Playground — The Company
Puppy Playground is a comprehensive pet service provider built on the concept “best friends deserve

more.” The company offers a full range of services to owners who seek loving alternatives to conventional pet care
and want their fuzzy children to have the best care at all times. The company seeks to give dogs an exhilarating
experience by creating a blayground where they can interact with other doggie and people friends in a fun and safe
environment.

Three pet loving students at Miami University created Puppy Playground in Fall 2000. The team of
undergraduates came together for their senior project and became enchanted with the idea of the company and thus
began the pursuit of creating a viable business. The business is scheduled to open its doors in Fall 2001 and will be
located in Columbus, Ohio from where it will expand into the Midwest.

The company will be incorporated in September of 2001 under the name “Puppy Playground” and will be

organized as a Limited Liability Corporation. This choice was made because of the favorable tax structure and

flexibility that would allow for future growth.

1.3 Four Paws Above The Rest
Puppy Playground provides love, personal attention, and playtime for pets during their visit. During their

stay, dogs will join in activities such as birthday parties and holiday festivities. The company maintains the

philosophy that playtime should be maximized and kennel time minimized; ceaseless play and affection are

necessary ingredients of a well-balanced pet. This core value differentiates Puppy Playground from existing pet

: ‘o T "y ‘e
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service companies. The four main service/product lines are as follow: (more detail can be found in the brochure in
Appendix A):

® Doggie DayLand is a day care facility targeted primarily to working pet moms and dads;

"® Bed ‘n Biscuit is a series of luxurious overnight condos for pets whose owners are away;

'  Doolittle’s BodyShop encompasses the PawSpa, the full service grooming facility, and the
Poochmobile, providing pickup and delivery of animals to and from the vet;

The PetStop retails its own brand of healthy dog treats baked from secret recipes along with other

items such as commercial food, toys, collars, and leashes.

2. Market Research and Analysis

2.1 The Pet Lover — Our Customer
The relevant market for Puppy Playground is the pet-loving population living or working within a 20-

minute radius of the facility with a household income that exceeds $35,000.00 and average annual expenses around
$300 on their dog(s). This market consists of four main segments: the active single adults, married couples without
children, married couples with children, and older couples. According to existing daycare centers® in the Midwest,
the primary customers are active singles and married couples without children.

The customer has medium involvement when deciding to use pet services and the buying process involves
first identifying a need for a pet care service, and then searching for different alternatives, appraising the different
options available, selecting an option, and finally evaluating their choice. Possible evaluation criteria include price,
customer service, and quality of care.

Primary data survey results show pet owners are dissatisfied with current pet service options for two
reasons.'* Firstly, owners want their pet to be treated exceptionally well and demand a very high level of personal

attention. Secondly, pet owners do not like having to take their animal to separate locations to get what they need,
both of which are not available from current pet care service providers. Puppy Playground was formed to remedy

these problems by having one convenient location for a multitude of services that focuses on giving animals the
same level of love and personal attention it receives from its owner. Further, customers primarily use grooming

ind kennel services located in the general area of their home or work and then based on recommendations’. Exhibit

> e T 24
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2.2 summarizes the alternatives customers consider during times of travel. The majority (51%) of pet owners use a

friend, neighbor, or relative to look after their pet'’.

Exhibit 2.1: Alternatives to Puppy Playground Services (Source: Primary Data Market Survey)

Cthar
Daycare o Kennel
1%
Petsitter

Friend/ L
Neighbor/

Family

s2% %

Although only a small percentage (1%) of customers currently use daycare service, several potential

customers have expressed interest in the services offered at Puppy Playground". Some of these customers

include:

My mom, Tina Lyons,
wants to take us to

Puppy Playground so
she won't have to leave
us in cages all day!!

My mom, Margie
Olds, can't ever find
open kennels, She
wants to take me to
Puppy Playground!

My dad,
Terry Jones,
wants to take
me so | can
play with
other dogs!

According to a market survey'* conducted among Columbus residents, 56% of pet owners feel guilty when they
leave their animals at home (see questionnaire in Appendix B), while 38% of pet owners report that they often stay

home because of their pets'. This ties in with the Exhibit 2.2: Drawbacks of Dog Ownership

results of a survey conducted by the APPMA'® on the

potential drawbacks to dog ownership which are shown

w
T
in Exhibit 2.2. The data imply that pet owners need ﬁ
- . . - - a
loving altematives to traditional kenneling and leaving | @

their pet home alone for extended periods of time. &

Sadnesswhan Findingcare | ient to  Dastructi i Noise &barking
dog dies when away travaiwith furniture
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The primary and secondary customer data was used to segment the market and the four target segments for

Puppy Playground are described in Exhibit 2.3 below. The Prudent Parents segment is intensive users of daycare

and is more price sensitive, while the PetPlanners segment wants the best care for their dog and wants to have

evidence that quality care is provided. The Puppy Pamperers segment like to lavish care on their pet and will

primarily be interested in grooming services. The Part-timers segment needs to be reminded on a timely basis of

the different services offered, because dog owners in this segment will search for information when the need for the

service arises. The marketing strategy for each of these segments is discussed in Section 4.

Exhibit 2.3: Customer Segmentation Scheme - Four Target Segments

Prudent Parents

Pet Planners

Puppy Pamperers

Part-timers

Primary benefits Convenience Care in absence Socialization Varies
sought Peace of mind Exercise Companionship
Need motivators Dog as naughty but Dog as family friend Dog as child Situational
lovable; Destruction of Train & develop dog Surrogate parenting Qut of necessity
furniture; Considerate of
neighbors
Personal Active, busy, professional; | Married -No kids / kids no Female Varies
characteristics Rational/ short term focus longer in home Emotional
Most likely single Practical / planners Indulgent
Age 25-54 35-44 30-49 All ages
>B5

Selling proposition

Save me the trouble
Appeal to the pocket

Just the facts
Appeal to the mind

Touch my heart
Appeal to the heart

Timely exposure

Services/ products Daycare Kenneling Grooming All services
purchased Daycare Treats
Daycare
Usage occasion Work Out-of-town Irregular Throughout the year
Travel
Frequency of use Daily 1-2 times/week Infrequent <10 times/year
% of revenue 25 30 15 30
# of dogs owned 2 1 1 Varies
% of pet owners 16 37 10 21
Media habits Radio, Newspaper, Movies | Community events TV, movies Community events
Magazines TV &videos Magazines Direct mail
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2.2 Market Trends

Several factors (of which disposable income is most significant) can affect the growth and potential success
of Puppy Playground. The higher the household income, the more disposable income it will have to spend on

luxury items and services for their pet. Growth in the pet population is another factor affecting the market®. If this
continues to increase, the market should also continue to grow, and vice versa. A final factor affecting growth
concerns baby boomers, who might continue having pets in their life during their mature years, resulting in

continued growth in pet ownership and spending on pets'’.

2.3 Competition and Competitive Edges

Competition offering a full range of services, including daycare, is considered direct competition, of which
there is only one, Doggie Daycare Center, Inc'®. Indirect competitors such as veterinarians, grooming services,

kennel services, pet sitters, and the ‘neighborhood kid’ offer limited or specialized services. There are still

relatively few professional daycare providers and this factor counts in Puppy Playground’s favor.

Competitor Strengths Weaknesses
Doggie Daycare Center Inc Near major interstates to downtown area, offers No overnight kenneling, store or transportation to
1103 Dublin Rd grooming veterinarian
(614)486-0266
Wendy's Pampered Pets Pampers each pet, experienced grooming No overnight kenneling, store, or daycare
1300 Edgehill Rd
(614)299-5840
Grandview Animal Clinic Veterinarian has established relationships with clients, | No daycare or socialization with other dogs. Dogs
1510 W 1 Ave offers boarding and grooming, will give peace of mind not given personalized treatment
(614)486-9595 to owners
Care Pet Clinic Qffers boarding and grooming, veterinarian has No daycare or socialization with other dogs. Dogs
1744 E. Livingston Ave established relationship with clients, peace of mind not given personalized treatment
{(614) 252-4353
PetSmart Established and recognized name, grooming and No interaction with other dogs, no kenneling or
3713 Easton Market supplies available daycare
(614)418-9389
Bill's Pet Sitting Pet sitting in home where dog is comfortable Little interaction with people, no socialization with
(614) 279-0078 other dogs
Ripley Animal Clinic Established relationship with clients Does not offer kenneling, grooming, daycare or
(614)294-3249 pickup service to vet
VIP Grooming Established relationship with clients Does not offer kenneling, vet services, daycare, or
(614)487-8955 supplies

T g LB P R I ; 8F g Fy g 4T, 4k A4
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2.4 Market Size & Company Sales
To estimate market size, a breakdown method using a chain-ratio approach was employed. Columbus is

often used as a test market city by consumer goods manufacturers, suggesting it is a fairly representative U.S. city.

Accordingly, the following data was considered: 39% of U.S. households own dogs””

The typical dog or cat owning
household has 2.3 dogs and cats

0O W>r

The average dog owning household

DXAXEXF = $7,036,891 = est. market size/year for all pet
: Frem e gy B T R e has 1.5 dogs

services -

D There are 161,101 households with
>$35,000 in family income'®

E | The average amount spent on dogs

Market potential includes both the number of users and their usage rates. '
P B HRral per household per year is $350"

F | 32% of pet expenses are for pet
It is the belief of Puppy Playground that usage rates can be increased. senvices (including vet services)

Specifically, customers will come to realize that their pet is not simply being safely kept, but that the pet’s lifestyle
and healthiness is being enhanced by the ability to play and receive attention when he/she would otherwise be
largely left alone. This enhanced and new source of value will lead customers to spend more per year on pet
services, and it is estimated that the average expenditure per household can be raised at least $50. If so, estimated

market potential for pet services would be $10,178,361.

It is estimated that 25 establishments currently operate in the Columbus market, of which one would directly
compete, and 24 would indirectly compete with Puppy Playground. Further, the research suggests the typical pet

service business is generating approximately $150,000.00 in annual revenues per establishment. Accordingly,

direct and indirect competitors in the target market are generating current sales of $3,750,000.

Finally, it is projected that Puppy Playground will achieve sales of $223,424.00 (5.9% of current sales by

direct/indirect competitors and 3.2% of the pet
Exhibit 2.4: Puppy Playground Sales
service sales) in Year 1, growing to $485, 653.00 in

Year 2, and $748, 374.00 in Year 3. These sales
800,000

600,000
400,000
200,000 g
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. o 43 i S o
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levels are achievable as a function of Puppy Playground’s unique and comprehensive service mix (see Exhibit

2.4), a carefully targeted marketing program, a creative and aggressive set of marketing initiatives, and a rapid rate

of growth in consumer expenditures on pets.

3. Economic Analysis

A contribution analysis (see Appendix E) was performed in which the unit of analysis for Puppy

Playground is the service offered. First, an average price and average variable cost was determined across all the

itemns for each of the five product or revenue-generating areas. Each of these five areas was then weighted based on
the percentage of sales they are expected to constitute. This produced a weighted average price of $18.65 and a
weighted average contribution margin of $18.15 per unit. The highest percentage of revenue comes from Doggie
Dayland (67%), while Bed‘n Biscuit and the PawSpa contribute 17% and 14%, respectively, to revenue. The cost
structure is 95% fixed and the fixed costs of $223,946.00 in Year 1 include rent, salaries, utilities, advertising,
insurance and legal expenditures amounting. Variable costs in the amount of $11,714.00 include expenses such as
grooming and bakery supplies, part-time wages, gas and dog food.

According to the breakeven analysis, (see Appendix E) the company will break even after caring for 12,341
animals. Given the estimated service capacity of 729 dogs per month, it will take 16.93 months to break even.

The analysis also suggests a breakeven sales volume of $230,195.92. Since projected sales for the first year are
$223,424.00, it will take at least 12 months for Puppy Playground to break even.

Based on careful observation at an existing day care facility in Cincinnati, Ohio, a steady stream of

customers is expected throughout the year indicating a semi-durable profit stream'®. The low barriers to entry in

T = . S 5,
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this market increase the threat of competition, which lowers the durability of the profit stream. However, if
competition does enter the market, current gross margins can be lowered to contend with any potential price war
from the competition.

The economic model for Puppy Playground (see Exhibit 3.1) depicts the relationship between operating
leverage, volume, margins and service mix. The high operating leverage means that it will take longer for the
company to break even but once the company reaches the breakeven point, additional revenue will flow straight to

profit. Although, there is an increased risk with high operating leverage, the long-term effect will be advantageous.

The high margins and flexible service mix will require that Puppy Playground achieve low to medium sales

_Operating Leverage
o / pe e deind g_;_.:;: \
HIGH - &

Exhibit 3.1: Economic Model of the Business

Margins ~ . s Volume se
HGH ~ LOW -MEDIUM

\ ' Service Mix /
FLEXIBLE = -~

4. Marketing Plan

4.1 Overall Marketing Strategy

The overall marketing strategy for Puppy Playground is a differentiation strategy. Puppy Playground will

position itself by the level of extravagance and specialization it provides. The company’s unique selling position is

“best friends deserve more” and Puppy Playground

Specialized Sﬂ“\ﬁtc;
will differentiate itself by providing pets with love and

personal attention. Further, the overall strategy will

concentrate on tapping primary demand and bringing

Extravagantl

additional users

Exhibit 4.1: Positioning Map —

General Services
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4.2 Pricing

Prices at Puppy Playground correspond with the extraordinary amount of pampering allocated to each
animal and are competitive with the local market. The company’s strategy is to sell products at a premium price in
order for customers to feel they are partaking in exclusive and highly personalizéd services for their pet. A comfort
factor has been built into each price so it may be reduced in the event a major competitor enters the market.

Clients of Puppy Playground pay for services when dropping off their pet at the facility. Customers will
have a chance to partake in the “Frequent Barker Club” by pre-purchasing sessions at Doggie DayLand. By taking
advantage of this offer, dog owners will receive the 10" visit to daycare free when they purchase nine visits.
Unlimited monthly usage of Doggie DayLand under a long-term membership program is scheduled to begin one

year after the facility is opened. The brochure in Appendix A provides more detailed pricing information.

4.3 Personal Selling, Advertising and Sales Promotion

Puppy Playground plans to send direct mail pieces to potential customers identified through a referral
program from local opinion leaders such as vets, animal shelters, adoption agencies, breeders and pet stores. These
opinion leaders will be invited to an open-house event to view the facility. In addition, a welcome-wagon mailer
with a brochure and complimentary coupon will be sent to new residents in targeted suburban areas. Employees
will be responsible for organizing the mail circulars and returning phone inquiries.

Additional customer contact will be made when employees with dogs distribute handbills in the downtown
region of Columbus. Frisbees with the Puppy Playground logo will be handed out to pet owners at parks around
the city. Print ads will also be taken out in local business and pet journals. Please see Appendix D for a sample
print advertisement. A schedule of approximate advertising and promotion costs for the first year are found in
Table 4.2 and correspond to 3.5% of revenue. An additional $10,000.00 has been allocated to marketing activities

from start-up costs for events prior to the Grand Opening.
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Exhibit 4.2: Marketing Budget for Puppy Playground

Advertising’ iCost Per ltem (8) Frequency [Total Cost

Print Ads $200.00 8 ads $1,600.00
Handbills in Downtown 50.00 4 days 200.00
Brochures to Opinion Leaders 100.00 2 mailers 200.00
Frisbees 100.00 |2 trips to park 200.00
Promotion

Spring Break Promo 400.00 2 promos 800.00
Dog Days of Summer 750.00 1 event ; 750.00
Doggie Water Olympics 600.00 1 event 600.00
Frisbee Flyers Competition 650.00 1 event _ 650.00
5K Dog Walk 600.00 1 event 600.00
Miscellaneous

Direct Mailers 200.00 | 10times 2,000.00
Total Cost $ 7,600.00

4.4 Puppy Playground In The Public Eye
Puppy Playground will attempt to exploit guerrilla marketing techniques through feature articles in local

papers, such as The Columbus Dispatch, Business Journal and the Columbus Animal Source. Television and radio
stations will be invited to do live broadcasts from the facility in exchange for free visits (for personal use or as
promotions to listeners) to Doggie DayLand. Special events will be held in conjunction with animal shelters and
the company will endorse campaigns promoting animal welfare and control of the growing pet population. Public

relations sponsorships will include pet-centered events, such as 4-H fairs. Puppy Playground will also organize

“Doggie Water Olympics,” a “Frisbee Flyers Competition” and sponsor a 5K dog-walk to benefit local animal

charities. These events will unite customers from all four target market segments.

Puppy Playground will form relationships with local retailers in the Short North Area for a “Dog Days of
Summer Extravaganza” to attract customers to the area and raise awareness. During this event, customers primarily
from the Pet Planners segment, will shop in local stores with their pet(s) within a party atmosphere. Following this

event, a social will be held for the dog owners.
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4.5 Customer Service Above and Beyond

Customer service will be measured by assessing the amount of satisfaction the animal and owner receive
from the services, and the company’s referral and retention rates. Puppy Playground will attempt to measure this

level of satisfaction through conversations with the owner during pick-up or drop-off their animal. Additionally,
feedback questionnaires will be distributed monthly to customers. In return, the owner will receive a small “thank
you” package containing homemade doggie-treats from the PetStop bakery, thus creating a hands-on experience

with the product with the objective of moving from trial to purchase.

5. Service Operations Plan

Puppy Playground will be located in the Short North area of Columbus, north of downtown and south of

Ohio State University. The facility will be in a 10,000 square foot located at 777 Goodale Drive, near four major
interstate highways (670, 315, 71, and 70), which are used as commuting routes to and from the downtown area.
An area map depicting these routes and the location, as well as a diagram showing the layout, is provided in
Appendix C. The facility will consist of two separate open play areas for small and large dogs respectively, an
outside play area, a bakery and store, a grooming area, and kennels, all of which have to be constructed. The
entrance to the facility will be equipped with a barking doorbell. A *“Conditional Use” permit required for the
boarding of animals has already been applied for®.

Puppy Playground will be open Monday through Friday from 7am to 7pm, and Saturday and Sunday 9am
to 6pm. Two employees will be on duty during the evening for overnight guests, cleaning and baking.

Each dog is carefully screened before being accepted, and an evaluation form must be completed (see
Appendix A) by the owner and vet. This evaluation ensures the dog is healthy, has positive interaction with other

pets and employees, and meets all prerequisites (i.e., is housebroken, spayed/neutered, current vaccinations). Upon

acceptance, the dog’s picture will be hung on the “Paw of Fame,” a recognition of the guests.

2 & 2 £ Puppy P]ayground 2 i o i
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When dogs arrive at the facility, their belongings, such as leashes, medicine, or special food, are placed in
their own personal stofage bin. During the stay at Puppy Playground, the dog will interact with other dogs,
receive personal attention, and get exercise. Televisions and radios will be placed around the facility for the
enjoyment of the dog. Each dog will be given private attention through a daily “lap time” experience. During this
time, dogs can relax and be brushed and pet. If the owner has requested other services, such as those found at the
PawSpa or the Poochmobile, these services will be performed. An operations diagram is shown in Exhibit 5.1.

Exhibit 5.1: Puppy Playground Operations Diagram

Prescreen & Acceptance

Bed ‘n Biscuit

B

Doggie Day Land

Customer Arrives & Pays ;i

g’ el ! -5:'-’ 7 % Sg

I I
The Petstop PawSpa

G B

Dog Goes Home

A
A%

AV

Report cards will be given to pet owners monthly or when problems (such as possible health or behavioral
troubles) have been encountered. The report card will update the owner on how well the dog is doing at daycare
and also point out issues requiring the owner’s attention.

Dog food and toys for the PetStop will be obtained through a local feed mill company and catalog
distributed by the New England Serum Company, respectively. The company will be registered through the

Department of Agriculture to ensure that treats meet nutritional analysis guidelines”'. An alarm and security system
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will be installed as safety measures while the facility is closed. Puppy Playground will carry insurance in an

attempt to offset potential liabilities.

6. Management Team

Puppy Playground will have three key management positions. In addition to the specialized functions

outlined in Exhibit 6.1, the three managers will supervise hourly workers, and assist with the day-to-day operations
of the business. Daily operations will include interacting with clients and their pets and ensuring the facility

appears clean and orderly at all times.

Exhibit 6.1: Responsibiiities of Key Management

Name Position Responsibilities

Renee Lyons Puppy Operations Coordinator Develop and Maintain Customer Database; Operations Manager
Blake Hankins Puppy Funds Coordinator \Accounting and Financial Functions; HR and Staffing

Deb Meno Puppy Relations Coordinator Marketing, customer and public relations; vet tech and grooming

Renee greatly enjoys the company of her two Labradors and has worked with IT in such companies as
Martin and Associates. Blake held a position in a Columbus area veterinary office, and worked in the Finance
department at NCR Corporation. Deb has experience working with animals through numerous pet-sitting jobs and
a position at a Cincinnati Dog daycare facility. Resumes with full details of the specific skills and qualifications of
each founder are provided in Appendix D. Members of the management team have had extensive experience and
success working together. Accolades include winning an internal business plan competition over 25 other groups
sponsored by Miami University.

The three managers will work multiple shifts weekly, with one manager present at the facility at all times.
Management compensation is outlined in Exhibit 6.2. During the initial year of operations, management will

devote a significant amount of time to developing the business and meeting pre-determined goals and standards.

Exhibit 6.2: Manager Part-time employees will help run the day-to-day operations of the
Compensation
Year 1 Hourly wage at $8.50/hour

Year 2 f,‘s20,000.00 salary
[Year 3 [530,000.00 salary

business and will cover additional hours not filled by the owners. Puppy
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Playground has a budget of $7,664.00 a month to use toward part-time help and will hire 22 workers during the

first year. Part-time employees will be recruited from Ohio State University and the surrounding area and will earn
an hourly wage of $8.50. Taxes on compensation will consist of social security 6.2% (withheld from wages and
matched by business), Medicare (1.45% withheld from wages and matched by business), income tax,
unemployment tax (6.2% of wages for first $7000.00 paid to employees), and workers compensation. Initial
projections leave room for the company to hire additional seasonal workers and expand the employee base with the
growth of the company. Exhibit 6.3 illustrates the projected number of part-time employees during the first three

years of operation, and a schedule of shifts can be found in Exhibit 6.4.

Exhibit 6.3: Employee Ramp Up Exhibit 6.4: Weekly work shifts at Puppy Playground
as Monday [Tuesday |Wednesday l'I'hursr:m},( Friday Saturday |Sunday
2 — ] . Shift1 [7am-1pm |7am-1pm _|7am-ipm _ |[7am-ipm [7am-1pm |Sam-3pm |9am-3pm
fg— b 27 & Shift1 |7am-1pm |7am-ipm [7am-1pm _ [7am-1pm [7am-1pm |10am-6pm|10am-6pm
’: 1= ? % Shift2 |[1pm-7pm [ipm-7pm |[1pm-7pm 1pm-7pm  [1pm-7pm | 3pm-7pm | 3pm-7pm
0 Shift2 |1pm-7pm |1pm-7pm |ipm-7pm  |ipm-7pm |ipm-7pm
! Yoars : Closer |3pm-11pm |3pm-11pm [3pm-11pm |3pm-11pm |3pm-11pm

Tot Hrs 32 32 32 32 32 18 18

The Board of Directors will be comprised of the three members of the management team, Jennie Bard (a
veterinarian from Columbus), Phyllis J. Smith-Nova (director of Franklin County Animal Shelter), Aaron Russell
(small business owner in the Short North area), and Minet Schindehutte (entrepreneurship professor at Miami
University). The board will meet quarterly and on an as-needed basis. The four scheduled meetings will take place
on the first Wednesday of January, April, July and October of ealch year. The seven members will have equal
voting rights and will vote on such items as the introduction of new products and services, expansion, and any
expenditures over $5,000.00. Compensation for service on the Board will consist of vouchers for services in the
form of five free sessions of day-care. No monetary compensation will be given. Legal affairs for the company
will be handled through attorney Robert Woods. Blake Hankins and Renee Lyons will conduct all accounting,

financing and tax functions in-house. Steven Meno, an independent consultant, will conduct any additional

™™ a8 n Puppy Playground =~ % % &
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financial or banking consultation on an as-needed basis. Steve has a CPA license and over 30 years experience in

financial services.

7. Long Term Development and Exit Strategy

The owners of Puppy Playground will start franchising the business and pursue aggressive growth in the

fourth year of operations after successfully operating three company-owned operations. The company will
standardize all operations and create a concise, comprehensive and replicable business model to engage in pure
franchising with selected entrepreneurs across the country. An outside consultant will be appointed to assist
management during the initial stages on franchising. The first franchises will be in the Midwest portion of the
United States, specifically Chicago, Indianapolis, St. Louis and Cleveland.

The company projects that it will have 18 franchises in 8 Midwestern cities by 2006, with an objective of
500 locations by the year 2020. Exhibit 7.1 outlines the schedule for the first five years of operations and Exhibit

7.2 illustrates the corresponding ramp up of additional locations.

Exhibit 7.1: Schedule of Puppy Playground Openings Exhibit 7.2: Ramp-Up of Facilities

Year [Total Locations . -

2001 |Open primary location in Columbus g . -
2002 Open second location § : " u
2003 Open third location _E ; ]
2004 |Begin to franchise; open 5 locations = . 5 3 —
2005 (Open 10 franchises Y = T I ]

A Puppy Playground franchise contract will include training, pre-opening support and advertising,

continuing services, performance standards and monitoring, field support, operations manual and territorial rights.

Additional expansion opportunities for franchises will include adding dog parks and hydrotherapy centers to the
facilities. Puppy Playground will control whom franchisees may sell to through terms of agreement and license

agreement terminations. Franchise fees of $25,000.00 will be paid up-front and an annual percentage of revenue

(10%) will be paid for the duration of the franchise agreement. Franchising fees for the first five franchises will be

. K P
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reduced to 75% of the standard cost in order to attract potential franchisees. Although Puppy Playground will

offer financial advice it would not offer financing, because the registry will be SBA approved guaranteeing

financing for potential franchisees who qualify for their loans.
The founders anticipate selling Puppy Playground at the end of year five if economic prospects do not

look favorable for additional, aggressive expansion. The expected valuation of the company, including the initial

three locations and franchise agreements, will then be approximately $8,711,313.00 (see Appendix ).

" 1, e ns ' - o iy . s . i
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8. Financial Plan

Cash flow statements for the first three years of operations are provided in Appendix F. After the initial
investment of $207,500.00, a cash flow of $50,000.00 will support operations until a cumulative positive cash flow
($1,830.27) is reached in month eight. A second location is opened in Year 2. Further investment of $217,500.00
from a second SBA bank loan ($157,500.00) and an additional private investor ($60,000.00) are needed to open the
second location after which the cash balance will be used to repay the first SBA bank loan and fund a third location
in the beginning of Year 3. Both SBA bank loans will be repaid fully with existing cash balances at the end of Year
3

The main assumption of the income statements for the first three years of operations (see Appendix G) is
that income from each service line will be based on the percentage of dogs that will attend Doggie Dayland, and
revenues will continue to increase because of aggressive promotional and marketing strategies. Additionally,
expenses will increase by 3% a year, matched by an increase in prices. Net income in Year 1 is projected at -

$12,231.00 and increases 109% in Year 2 to $132,934.00. In the third year, net income rises 54% to $556,298.00.
Balance sheets for Puppy Playground are located in Appendix H. Half of the financing at start up

($207,500.00) comes in the form of an equity investment ($100,000.00) and leverages the company. The large

amount of cash on hand will ensure liquidity and working capital. Cost control reports will be generated on a

53 L €3 ax o3 4
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monthly basis with the éccounting software Quicken detailing expense categories and budgets. In addition, it will
report total expenses for the month and year-to-date along with several ad hoc reports analyzing economic
performance. The Puppy Funds Coordinator can run these reports at any time and assess the performance of the
business. Adjustments can be made to prices, quantity or expenses to realign with budget forecasts, expense targets
or sales projections, resulting in enhanced financial management, which will allow better decision-making and

improved profitability.

9. Critical Risks, Problems and Assumptions

Puppy Playground has carefully reviewed the critical risks and assumptions associated with the business

and has planned accordingly to minimize or eliminate risk. The extensive application and review process of each
dog reduces the risk that a significant health or safety problem will occur that might damage the reputation of the
business. A big assumption is that revenue forecasts are accurate and will be sufficient to cover expenses. Since
the forecasted revenue is extremely conservative, management is confident that obligations can be met in the event

of fluctuating revenues. Other risks are outlined in Exhibit 9.1.

Exhibit 9.1: Risk and assumptions affecting Puppy Playground

Risk Risk Descriptions Severity of Risk Probability of

Risk Occurring
Value added Each service will not add value above the competition Low 20%
Revenue Forecast Revenue will not remain relatively constant and not fluctuate seasonally Low 5%
Customer Loyalty Pet owners will not leave their current pet care provider Low 5%
Health and Safety Health or safety issues will exist and affect the image of the business High 10%
Financing Financing will not be obtained through a SBA backed bank loan Low 25%
Competition Significant competition will appear until in the first two years High 65%
Market Share First year market share will not be 1.8% Low 30%
Revenue Growth Revenue growth will be not such that fixed expenses will be met High 65%
Insurance Insurance will not be enough to cover liability and disasters High 25%
Differentiation Puppy Playground is not differentiatable among competitors Low 15%
Growth Industry growth will not continue has not leveled Low 15%
Professional Service Family and friends will not offer their accounting and legal advice for free Low 5%

Puppy Playground has made the following assumptions:

» High demand exists for Puppy Playground services

5 W LR R _dE L, 6 .
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® The location is easily accessible to the target market

'® The target market has been accurately defined and is easy to communicate with
'#' Evaluations will be effectively and eliminate potential problems

Once a customer has visited the facilities they will want to return

Customers will use all service lines even if only one attracts them

‘' Most company purchases are paid with credit instead of cash

Demand will exist above and beyond the first facility’s capacity

Prices are reasonable and correspond with the image of the business

'® Owners have enough business and pet knowledge to start the business

High quality employees will be obtained

Strong relationships between other pet care providers will assist in recommendations
‘®' An average of 729 dogs will be cared for each month

'® 5 and 10 Franchises can be open in year 4 and year 5, respectively

Net Income will grow 10% a year from years 4 and 5

‘% Dogs in other service lines are based off a percentage of dogs in daycare

‘& Expenses will grow by 3% a year

'#' Taxes and Workers Compensation are 15% of wages

10. Overall Schedule

Puppy Playground plans to become a fully functional corporation in September of 2001. The tasks that

need to be completed before the grand opening on September 1, as well as a detailed list showing the timing of the
activities are shown in the Gantt chart in Exhibit 10.1. The remodeling of the facility prior to grand opening will be
an artificial milestone and needs to be completed before August 17, 2001. Other less vital activities, such as design
and distribution of promotional material would not likely affect the schedule if activities were not completed in the
specified time. Some of the early activities are crucial to opening the business, and if not completed, would hinder
opening on September 1¥. These activities include securing a loan, identifying the private investor, signing

building lease and obtaining both business and building permits.
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11. Company Offerfng

Puppy Playground will obtain the required finances to start the business in two stages. Opening the first

location will require a total investment of $207,500.00 of which the owners will invest $50,000 and a private

investor will contribute another $50,000.00. Additional capital of $107,500 will come from a SBA type 704 backed



IS 052uB01d d pajjoy
Av auolsayiy dn psjioy

R I B R Y

ABwng peludg

SR LAt e T

Y881 jewsig Mids dn pajioy

yseldnpejoy S

Arewwng

suoss|y

sseyBasy

lids
LT

CO/ELIG U4 ‘Bleq

punosBiely Addng oajary

sfepz | ereweo pue woais eisy | BH]| )z

skep ¢ veyapidnies| B o

skep g Basy BUjwooso dn 19 Y| 6L

skep ¢ oyodnwes| [H| g

shep z epaypewon) )| o

shep g siemwied|  EE]| 4

8kep ¢ BLejel jeuojowosd einquisia | Fil]| ez

skep £ easehed apising 61195 Eg| e

shep / seakojdw ey EE| 21

sfep g leuajely jpuogouiasd ubiseg|  FEl| 61

s4ep b Buseyoing| Rl o1

ouew goa [ shepz vBigesavaing|  Eill| 21

LR e e R P A S A S Y A skep Op wopoicenuog |  FE}N 6
_ : suok eeuey [ hep | 10RO [esouan) B K o

suaA seuey [ fep ) siwiag ssauisng L0 Bl B

BuoAy cousy i Aep | sllwieg Suping uigeo Bl v

» shep p| 504 2R LQPA 2 ) 1 e

19 qoq [ PRSI skep 09 sessein Buwooip puony | BB ¢
U0/ eauoy E hep | asea Suipyng ubig Hdl| o

) SUpHueH oyelg E Kep | - sanin dn jog |

SUMueH Sxelg shep g siunosoy yueguedo | EE| ¢

{ SURUSH oXeIg ﬂ Aep | PIBD PO LRG0 El| 2

supush oyt [REERARR shop g veoryuegueiaof  EH| 4

m_|w~_niom_.;3_:~a_a~w_on_ra_viﬁ_uﬁ.m__w__m_w_n uoneingg SWEN HsE L ..J ai

1Entny |

—

xrcn:i.i_m_m_‘_miw_._ 6| 9] eJie

tr | aunr




ben 4

WRELOM pIliod ssaubnug

E—— 5520014 40 poloy [ b s
Kpwiwng pafouy > suojsepy dn pejoy [ L tdg E:aahsmﬁﬁ%ﬂ_.uﬁﬁm
sseljousxg T ¥ids dn pojioy L 3 suoisop [ nseL

alepz S BISWRY puB WooBY| [jeISYf R sz

shep ¢ vowwidnios| BB o

shop ¢ ey buwoosgdnes|  [)| 6

whep ¢ ewodnws| El| g

whepz epey peiuoo | EH| gt

whup ¢ siemivied| [ 4y

shep g [euoey uonowosg ewnansia) | oz

shep £ sosmhegopsino dnieg|  FB| 2z

shep seafoduzony|  FE}| 4y

shup g *_levoiey puoowasgubiseg | RE| ¢

sAep ) bussyung Edl o

shop z ubiis ereyang K

sopenuon AP O wom sopenuon | ER| 6

suoky sauey f] fop | 10J3B1)UOT {BIBUBE) B2 EA)| o

i SuoA eouoy [f] kep | BIWRY §63U[SNY V|10 Al s

. ‘ suof eouey [§] Jop 1 siuied buping umao | BH)| v

i ouon a0 [ : ehep pi soavoeymyes | EE| 1

dopi qeq [ \ 14ep 09 sa6se|]) Bujwoan pusyy B9 e

. suofAqesuay - .hch. L eses’] Buipyng ubig Mm._ ]

m supjuey oxejg [B fop § saimndmes|  ER| 2

{ shep g $1UNOOY Yueg uedg B ¢

_ SuqueH exelg m Aep 4 pegwpgumgo| Rl 2

_ supuey oyorg [RTEERE skep g veoryuegumiqo(  Epj|
.wla_aloﬁt“ﬁ_:ﬁo_ml.nr:w:wwacw_uw__w_n__e_m__m_c_n__..wﬂ,._hm_vw_.i_:_.:_up__m_m._nu_.__.___.n ce.s_,n. . OWEN Hsey ol a




Confidential Page 26

loan. Everett Askew from the SBA in Cincinnati, Ohio has been contacted to ascertain that a loan at 13% interest
and payback period of 3 years is “favorable and highly probablc”n. In addition, a line of credit through various
company and personal credit cards will be obtained for a cash reserve of $5,000.00 per month. The second stage of
financing will begin in Year 2 when a second company-owned location is opened and will consist of another

private investment of $60,000.00 and a second SBA loan of $157,000.00.

The bulk of the capital received from investments will go directly to funding the start-up costs for Puppy

Playground (see Appendix I). Start-up capital will be used to remodel the existing building, customizing it to

business needs by adding partitions, updating plumbing and electrical fixtures, installing a kitchen and building
cages. Remaining funds will be used for purchasing office equipment, furniture, signage, other items and inventory
for the PetStop and PawSpa. A surplus of $50,000.00 from the first investment will be used to support the first few
months of operations.

Puppy Playground is being offered to the three owners and two other investors. A detailed breakdown of
ownership, investment and IRR can be found in Exhibit 11.1. The value of the company at the end of Year 5 is

reasonably estimated at $10,000,000.00 and was derived using the earnings valuation method.

Exhibit 11.1 Equity Investment and Ownership
2 Value in
Investors Ownership | IRR | StartUp | Year1 |Year2 Yoard
Founders 75% 401% | (50,000) 0 0 $6,282,081
Private Investor 1 20% 222% | (50,000) 0 0 $1,675,221
Private Investor 2 5% 164% (60,000) 0 $418,805

This figure was calculated by using a p/e ratio of 5.20 (average across selected industries) which gives a
lowest expected valuation of $8,376,107.00 and a p/e ratio of 15.65 (based on a similar service line industry) which
gives an expected upper limit valuation of $25,208,861.63. The real value of the business is expected to lie
somewhere between these two figures and a realistic valuation would be in the region of $10,000,000.00. A

detailed summary of the company offering that incorporates both growth and franchising is provided in Appendix J.
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Closing Thoughts
He is your friend, your partner, your defender, your dog. You are his life, his love, his leader.
He will be yours, faithful and true, to the last beat of his heart. You owe it to him to be worthy of such devotion.

-Unknown-
There will always be a market for that doggie in the window. Puppy Playground is built on the concept of returning

the unconditional love your pet bestows upon you every day, because best friends deserve more.
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Dog Ownership Survey

Please take a few minutes to fill out this brief survey. The contents will be used as part of the market
research for a student business plan. Thank you for taking the time to fill out this survey. Please return
it to the Page Center as soon as possible.

You

Name

Age

Are you married or single?

Do you have any children?

Are your children still living in your home?
Do you own a dog?

-
2% o

If the above answer was “yes” please answer the following questions:

Number of dogs in household

Do you consider your dog a family member?

Does owning a dog fulfill the need for parenting?

Who is the primary care provider and decision maker for the dog? (Yourself/Spouse)
Do you feel guilty when leaving your dog home alone?

Do you sometimes stay home because of your dog?

oo
Z 2 WnZ2Z

Your Pet

Which services has your dog used in the past year?
o Vet
a Kennel
a Grooming
o Daycare
a Other
What do you do with your dog when traveling?
o Friend/Neighbor
0 Veterinarian
o Kennel
a Petsitter
o Daycare
a Other
What is the average amount spent on dog services per year (i.e., kenneling, 3
grooming, daycare)
Which of the following would you be likely to use?
a Doggie Day Care
a Delivery service to and from your Veterinarian during the day
o Fresh, healthy treats made in a dog bakery
a Grooming



Exhibit 5: Puppy Playground’s Layout
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Exhibit 6: Location Map
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Debra A. Meno

Education

Professional
Experience

Activities

Al
Drdl

Miami University, Oxford, Ohio
Bachelor of Science Degrees in Business Administration, Majors in
Management Organizational Leadership and General Business
Organizational Leadership GPA: 3.74; General Business GPA: 3.65

Cincinnati Bell, May 2000 ~ January 2001
Management Trainee, Human Resources Solutions Group: Managed
daily operatic ns of the Co-Op and Intemship program; Responsible for
the recruitment and hiring of new candidates and coordination of events;
Assisted Career Development Tearn in Leadership Development
Activities, Trzining Coordination and Career Counseling sessions.

Puppy Camp, January 2001 - Present
Responsible “or the care and handling of aver 60 dogs at a Cincinnati
Doggie Day Care Facility.

Miami University Greek Week Promations Co-Chairperson, 1999
Peffer Western Environmental Education Program, 1997 - 1959

&
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Renee Y. Lyons

Education

Miami University, Oxford, OH
Accountancy GPA: 3.0/4.0
Management Information Systems  GPA: 3.5/4.0

Work Experience tudent As:sociate (Fall 15398 - Present), Miami University, Page

Center for Entrepreneurship. Created a database in Microsoft
Access, assisted professors with administrative duties

Consultant (May 2000 - Present), Martin and Associates,
Cincinnati, Ohio. Performed tests on MASS0 beta software,
created several reports using Microsoft Access, installed software
on computers for the Training Center classes each week, handled
support calls.

Computer Skills -  C++, Visual Basic, Microsoft Access, COBOL, Oracle, MASS0,

Microsoft Suite

Leadership Roles Hall Council. 1399-2000 school year

Finance Chzir, 1999-2000 school year
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NoOT THE CAGE!!

Does your dog deserve the best you can possibly -
give? Than let him spend the day at Puppy
Playground, Columbus’s newest dog daycare and
service facility. When your dog is with us, you can
be worry free because you know he is getting
personal attention and running and playing with
4 other dogs [ust like him! So go on, pick up the
= ' A phone!

*"Mention this ad, and receive a free bag of fresh, homemade doggie treats!™

BLAKE FICHNER

Education Miami University, Oxford, Ohio
Richard T. Farmer School of Business Administration
Majors: Finance and Management {nformation Systems
Expected date of graduation: May 2001  Finance GPA:3.5  MIS GPA:3.8
Professional NCR Corporation - America’s OR.C Operations Team May 2000 — August 2000
Experience s [mplemented various process automation tools that positively impacted efSciency
=  Participated in deployment of on-line, web bascd order tracking system
®  Found root causes of key prcblem issues and recommended corrective measures
= Redesigned Web Page to improve usage and efficiency
¢ Evaluatsd New Hire training; program and suggested improvements
Ohio Attorney General Montgomery’s Office Breaks May 1998 — January 2000
®  Private [ntemn for Attorney Ceneral Berry D. Montgomery
" Assisted with various assignments of the Atterney General and Executive Staff
Activities Delta Sigma Pi, International Business Fraternity September 1998 — Preseart

= Working with numerous committees to firther advance the fratemity
¢ Vice President for Professior:al Activities, Fall 1999
= Chancellor of Pledge Class
= Brother of the Semester — Fall 1999, Chosen out of 75+ members
*  Pledge of the Semester Award ~ Chosen out of 24 pledges
Mortar Board May 2000 - Present
= President of National Senior Honor Society
*  Qversee all operations of the chapter and encourage officers to reach chapter goals



Appendix F

Gross Margins (in $)
Service Price Cost Fixed Variable Gross
Line Costs Costs Margin
Daycare 17.00 10.00 9.50 0.50 7.00
Kenneling 22.00 8.00 7.60 0.40 14.00
Pickup 7.00 1.00 0.95 0.05 6.00
Grooming 24.00 15.00 14.25 0.75 9.00
Bakery 8.00 2.20 2.09 0.11 5.80
Totals | $ 78.00|$ 36.20|% 3440|S 1.80|S% 41.80
Breakeven Analysis (in $)
’ Percent ; Weighted
Sefv:ce Revenue of Price Cost Welght:e o Total Variable
Line Total Price
Revenue Cost
Daycare 148,716.00 67% 17.00 10.00 11.32 0.33
Kenneling 38,491.20 17% 22.00 8.00 3.79 0.07
Pickup 1,224.72 1% 7.00 1.00 0.04 0.00
Grooming 31,492.80 14% 24.00 15.00 3.38 0.11
Bakery 3,499.20 2% 8.00 2.20 0.13 0.00
Totals | $223,423.92 100.00% $ 1865 | $ 0.51
Contribution Margin $18.15
Breakeven in Units 12,341.42
Breakeven in Months 16.93
Breakeven in Years 1.41
Breakeven in Dollars  $230,195.92
Breakeven Chart
$300,000.00
$250,000.00
@ $200,000.00
c ——Revenue
@ $150,000.00
? Costs
C  $100,000.00
$50,000.00
o o o o o 9 o o o o o
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Appendix N

Operations Analysis
Storos in operalion
Dops per yoar
Avorage rovenue por dog

Cash Flow Analysis
Cash Flow Irom Operatlons

Investment in New Faclililes

Financing Activilles
Maw Borrowing SDA Loan 1
Repaymant of loan principal

Now Bormowing SBA Loan 2
RAepayment of loan principal
New Sharshobder Investment « Rourd 1
Aelum to Aound 1 lrveslons
Now Sharsholder lrvesiment - Founders
Rotum la Foundons
Now Sharsholder lrwesiment - Round 2
Return to Round 2 nvestors

Cash Used In Financing Aclivities

Mat change In cosh

Beginning Cash Balance
Ending cosh balance

Investing Analysis
Return 1o 'nvestors
1RA to foundars
IARA to Round 1
IAA to Round 2

Retum 1o 5BA loan 1
Retum 1o SBA loan 2

Repayment of loans
Loan 1 principal
Loan 1 Interost

Loan 2 principal
Loan 2 Interest

” ._.o_‘.g Loans Outstanding
Interest por yoar

Summary of Cash Flows, Return and ExIit Strategy
Year1  XYear2  Year)

1
8,748
§ 2554

(12,231

(157,500)

107,500
0

97,769
0
97,769

Ownership IRA StartUp  Year 1

75% 401% (50,000) 4]
20% 222% {50,000} i}
5% 164% {60,000)
0% 14%  (107,500) 13,975
0% 15% (150,000)
Year 1

4]

13,975

Total 13,975

0

(4]

Totat ]

107,500

13,975

2
24,996
§ 2983

132934
{152,500)
(V]
{53,750)

157,500

=]

0
0
o
0
0
0
103,750

79,184

97,769
176,953

Year 2
o

o
0

70,975
19,500

Year 2
53,750
17,225
70,975

19,500
19,500

265,000
34,450

a
47,436
§ 333

556,298
{157,500)
0
{52,750)

0
(157,500}

coocoooo

{211,250)

187,548

176,953
364,501

Year 3
6,282,081
1,675,221

418,805

61,713

177,000

Yeard
53,750
7.963
61,713

157,500
19,500
177,000

211,250
27,463

Growth Strategy

Assumas lranchises slart boginning of year 4 of Puppy Playground operalions

Valuation

Initial loa 25,000 25,000
Mumbar of locations 5 10
Tolal Fees Collected 125,000 250,000
Yeard Year§ Year
Opened in Year ¢ % of ravenues per location 10% 10% 10%
Revenuas per localion 223,424 485,653 748,374
MNurmbaer of locations 5 5 51
Total Revenues Collected 11,712 242,826 374,187
Opened in Year ! % of revenues per Jocalion 12% 12%
Rovenues per location 223,424 485,653
Mumber of localions 10 10
Total Hevenues Collected 268,109 562,783
Total projocied Cash Inllow 236,712 760,935 956,970
15% Anticipated Cosls (35,507) (114,140) {143 546)]
Total Franchlse Income 201,205 646,795 B13,425
L Discounted Cash Flow Analysis at_40% ]
Present Value of Year 6 Franchising $ 296,437.58
Exit Strategy
Eamings Valuation Mothod - Conservaliva
Nat Income lrom oparations of three k al the end of year 5 1,610,790
Price lo eamings ratio across solecled industries - lower imit 52
Vatuatlon $8,376,1 aq.umi
Earnings Valuation Mathod - Industry
Price to eamings ratio across selected industrios - upper imit 15.65

$25,208,861.63




ses of Funds
Start Up Costs

Kenneling Cages
Remodeling

Ventilation System

Plumbing
Electrical

Construction of walls

Miscellaneous

Grooming Materials
Kitchen and Supplies

Appliances

Cabinets

Installation
Signs
Computer
Oifice Supplies
Washer & Dryer
Office Furniture

Food and Treats Store

Grooming Classes
Miscellaneous

Operating Activities Prior to Opening

Dog Toys

Grooming Supplies.

Store Supplies
Advertising

Total Operating Activities

Total Uses of Funds

35,000
20,000
15,000
10,000
20,000

3,500
1,000
1,000

Total Start Up

Start Up Cost
Sou

20,000
100,000

Total Sources of Funds

800
5,500

1,000
6,500

500
1,500
3,000

500
2,000
5,000

$146,300.00

200

500

500

10,000
$11,200.00

$157,500.00

rces of Funds
Investor's Equity

SBA Backed Loan
Private Investor

50,000
107,500
50,000

$207,500.00

Fixed and Variable Costs

Total Expenses

Fixed Expenses

Expense Cost % Fixed Costs Cost
Rent 84,000 35.64% Rent 84,000
Ulilities 12,000} 5.09% Utilities 12,000
Food 7,461 3.17% Interest| 13,975
Toys 1,200 0.51% Emmmm_ 91,968
Grooming Supplies 1,575 0.67% Advertising 7,600
Bakery Supplies 1,050 0.45% Maintenance 6,703
Interest 13,975 5.93% Insurance 2,400
Wages 91,968 39.03% Kennel Member 2004
Olffice Supplies 300
Gas 429 0.18% Miscellaneous 4.800)
Maintenance 6,703 2.84% Total| § 223,946
Advertising 7,600 3.22%]
Insurance 2,400 1.02%4
Kennel Membership 200) 0.08% Variable Expenses
Olfice Supplies 300 0.13% | Variable Costs Cost
Miscellaneous 4,800 2.04% Food 7,461
Total| $ 235,659 | 100.00% Toys 1,200
Groom Supplies 1,575
Total Cost Bakery Supplies| 1,050f
Type Cost %o Gas 429
Fixed 223,946 95.03% Total| § 11,714
Variable 11,714 4.97%
Total] § 235,659 | 100.00%




Appendix N

Operations Analysis
Stores in operalion
Dogs por yaar
Avorage revenus per dog

Cash Flow Analysis
Cash Flow from Operations

Investment In New Facllitles

Financing Activities
Now Borrowing SDA Loan 1
Repayment of loan principal

New Bomowing SBA Loan 2
Aepayment of loan principal
New Sharsholder mvesiment - Round 1
Aelum to Round | lnvestors
Now Shareholder Imvestment - Fourdors
Aelum to Foundors
New Sharoholder lnvestment - Round 2
Relum lo Round 2 invesiors

Cash Used in Financing Activities

Hat changs In cash

Beginning Cash Balence
Ending cash balance

Investing Analysis
Return to Investors
IRR to founders

IRR to Round 1
IRA to Round 2

Retum to SBA loan 1
Return to SBA loan 2

Repayment of loans
Loan 1 principal
Loan 1 Interest

Loan 2 principal
Loan 2 interast

Tolal Loans Outstanding
Interest per year

Summary of Cash Flows, Return and Exit Strategy

Year 1 Year2 Yeard
1 2

8,748

$ 2554 §

(12,231)

(157,500)

107,500
Q

50,000
0
50,000
0
60,000
0
267,500

97,769

0
97,769

Ownership IRA Start Up  Year 1

75% 401% (50,000) o
20% 222% (50,000) 0
5% 164% (60,000)
0% 14% (107,500) 13,975
0% 15% {150,000)
Year 1

0

13,975

Total 13,975

0

0

Total 0

107,500

13,975

24,996
29.89

132,934

(157.500)

0
(53,750)

157,500
0

0
0
0
0
0
1]
103,750

79,184

97,769
176,953

Year 2
0

0
0

70,975
19,500

Year 2
53,750

17,225
70,975

19,500
18,500

265,000
34,450

]
47,436
$ 3335

556,298

(157,500)

0
(53,750)

(157.500)

0
500
0
0
0
0
0

4]
(211,250)

187,548

176,953
364,501

Year 3
6,282,081
1,675,221

418,805

61,713

177,000

Year 3
53,750

7,963
61,713

157,500
19,500
177,000

211,250
27,463

Growth Strategy

Assumas franchises start beginning of yaar 4 of Puppy Playground oparations

Valuation

Earnings Valuation Method - Industry

Valuation

Price to eamings ratio across selected industries - upper limit

Initial loa 25,000 25,000
Number of localions 5 10
Total Fees Collecled 125,000 250,000
Yeard Year§ Year 6
Opened in Year « % of revenues per location 10% 10% 10%)
Rovenues per location 223,424 485,653 748,374
Number of locations: 5 5 5]
Total Revenues Collected 111,712 242,826 374,187
Opened in Year ! % of revenues per location 12% 12%)
Revenues per location 223,424 485,653
Number of locations 10 10
Total Revenues Collected 268,109 582,783
Total projected Cash Inflow 236,712 760,935 956,970
15% Anticipated Cosls (35,507) (114,140) (143,546))
Tolal Franchise Income 201,205 646,795 813,425
[ Discounted Cash Flow Analysis at_40% ]
Present Value of Year 6 Franchising $ 296,437.58
Exit Strategy
|Eamings Valuation Method - Conservative
Nat Incorma from operations of threa locations at the end of year 5 1,610,790
Price to earnings ratio across selected indusiries - lower imit 52

$8,376,107.38|

15.65
$25,208,861.63




