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1. Executive Summary
As a pioneer in the youth entertainment and grooming industry, Club “Club NIA” will serve as the premiere venue for youth aged 12 to 25 to experience, enjoy and develop positive socialization skills and build on one’s potential. The concept is to identify, nurture and support individual attributes of enterprise, youthfulness, responsibility, fun loving, intellect, diversity and collaboration through avenues for responsible self-expression utilizing multiple forms (debate, written, spoken-word, poetry, painting, song/rap, dance, and instrument). To entertain while learning, the Club will offer a video arcade and food and beverage service.
The concept is unique in that, it addresses club forms not just as a medium of entertainment but a venue through which the youth imbibes qualities of responsible, enjoyable, purposive transition to adulthood. The club will provide the ambience for youth to discover themselves in the larger environs of a diverse youth population. We would characterize this club as one where tutoring and coaching is replaced by growth (entering into adulthood) through responsible socialization, self expression and mentoring. The club will help to inculcate positive and holistic social and networking skills most valued in this new generation. We do not believe in restriction but in guided expression and self correction through socialization. The purpose of the club is to provide this critical, yet currently underserved population, a positive environment to socialize, learn, laugh and grow. As we mean expression and freedom, we will be a seven day a week (1 pm to 1 am Mon thru Thurs and 10 am -1 am Fri – Sun).  As added feature, there will be an overnight “locked-in” session every other Friday night based on demand. The day time hours will be to facilitate rehearsals and provide trainings.
Club NIA is a judicious blend of achieving objectives of responsible youth development, meeting needs for entertainment in a community, and making a business out of it. We do not find a divide / conflict between corporate social responsibility and a business proposition; in fact an ideal blend of both exists in Club NIA. 

Club NIA has a team of four passionate well accomplished promoters, who have demonstrated credibility in areas such as youth development, training, entertainment, application of technology in business and entertainment, catering, corporate governance and finance, and human resources management. The management team has a well accomplished ex-sheriff who has effectively handled individual and group youth issues, who will provide the leadership for maintaining safety, security, discipline and grooming. The management team is supported by full time and part time staff,   handling security, kitchen and entertainment.
The Club NIA will, over time be perceived as a great organization, supporting the organic growth and transition of youth, in the area where the Cub operates. Club NIA will, well compliment the schools as well as the corporates in their efforts, to guide the development of young persons both during their transition to as well as during their initial years of corporate life.
Club NIA’s dream is to be recognized as a  brand operating through multiple locations,  helping to realize the integration of entertainment, education, grooming and earning of youth.

Club NIA will be a financially viable entity as presented in the financial analysis (attached excel file). Towards this, Club NIA has conceived a variety of revenue generating  services complimenting its visible objective of entertaining and educating the youth. Club NIA will demonstrate that enjoying good things in life need not be necessarily bad. 

2. Company Ownership and Promoter Background 

The proposed Club NIA will be owned by, John D., Larry I., Howard T., and Sherrilyn R.

John D. has an MBA/MSL (specializing in organizational leadership), and a BS in Psychology. He successfully managed two adult nightclubs over the past 12 years. He served proudly in the U.S. military, as a telecommunications specialist with leadership, responsibility for thirty subordinate personnel.  He spent 10 years as an athletic director, special education administrator and mental health case manager, working with At-Risk Youth, and is currently in his sixth year as organizational development consultant. He has extensive experience and interactions, working with local youth, through involvement in organized sports coaching, job skill development and mentoring programs. He also has extensive experience in surveillance and security. John will function as the club’s CEO, and have full responsibility for daily club operations and be authorized to sign off on expenditures of $5,000 or less.

Larry I. holds Masters Degrees in Information Systems Management (emphasis in Web application design and administration) and Network & Communications Management. He has been a DJ, concert promoter and sound engineer in the entertainment industry for 20 years. He currently works as an IT consultant for Lighthouse for the Blind. He will serve as the lead on System networking and integration, Web design and maintenance, and all aspects of sound lighting and video. He will also be authorized to sign off on expenditures of $5,000 or less.


Howard T. has a B.S. in Culinary Arts and a BS in Business Administration. He has held management positions with several national restaurant chains and for the PepsiCo Corporation. He also served proudly in the military as a cook, preparing meals for hundreds of soldiers at a time. He has worked in a variety of fast food and casual dining facilities. He will serve as the lead on all food and beverage issues. He will be authorized to sign off on expenditures of $2,500 or less.

Sherrilyn R. holds both a Masters in Public Administration (MPA-emphasis in policy development) and an MBA (finance/marketing specializations). She has held analyst positions at both the local and federal government levels. She has held marketing positions with several national restaurant chains and earned multiple awards for cost –saving and financial reporting accuracy for previous firms. She will serve as the lead in developing, monitoring, and reporting the clubs financial activity. She will also be responsible for reconciling issues with the clubs accountant service (Kelly’s Tax service). Additionally she will also serve as a lead in the development of governance policies and procedures.
3. Key management team members

Jason H., the Uniformed Pierce County Sheriff, hired by contractual agreement, will play a critical role in deterring criminal activities, and be a visible reminder of our emphasis on safety. He has 15 years of experience in both the gang and narcotics divisions, and has worked extensively with youth mentoring and rehabilitation programs. He has also served as the Community Resource and Safety Officer, for several of the schools within the area. He will play a lead role in formulating and training the 10 person security team. 

Tracy B. has a Masters in Human Resource Management (MHRM with SPHR certification) and a BS in Business Administration. She has extensive experience working in a variety of industries. She has earned multiple awards for creating comprehensive diversity awareness and customer service programs for previous firms. She will serve as lead for the development of the clubs employee policy, compensation and benefits, procedure and training programs. A critical priority will be to insure we have a well-qualified, diverse workplace family. One HR Generalist will be hired to assist her with completion of these tasks. 

Collectively, the owners’ and management teams’ skill-sets, knowledge, and experience will provide excellent opportunities for continuous improvement, growth and profitability. The owners are in complete consensus on utilizing “Servant Leadership” (Greenleaf, 1970;2003) and “Transformational Leadership” (Burns, 1978) as their primary leadership styles. Both styles are complimentary in nature, promote the clubs emphasis on empowerment, and provide opportunities for continued learning and growth. Additionally, the owners have a monthly meeting schedule with SBA and SCORE personnel, for operational overviews and specific improvement insights. This partnership will assist in future opportunities for expansion or additional financing needs.

All current and potential employees will be evaluated by what we term as the five “E’s.” The five E’s, which are central part of our core values are; Ethics, Equality, Equity, Empowerment, and Enthusiasm. Another core value and evaluative criteria is, “customer service excellence”. The owners have termed this Winning Over Willingly (WOW), and will be a key initial and ongoing training for all employees. The owners will consistently demonstrate the holistic, faith-guided/fact-based leadership philosophy, by working side-by-side with employees, to insure that the “added value/empowerment” culture is fully integrated and practiced. The owners will implement a coaching/mentoring style of leadership. This leadership style will further be reflected through the creation of cross-functional training and development programs, which will be directly connected to performance reviews and wage increases. 

The cross-functional training concept will also serve as a contingency plan of action, should one area be in deficit of personnel. The concept will also highlight the interoperability and interdependence of the club. All employees will work collaboratively with owners/management, to develop annual personalized professional advancement plans.  Employees will have “open door” access to all owners, and get frequent feedback in the form of daily interactions, monthly meetings, and quarterly/annual reviews. Although a progressive discipline policy will be implemented, the emphasis will be on “learning” as opposed to blaming and punishment. Since our emphasis will be on hiring “peer” hospitality associates, the owners’ intention is to provide a solid foundation to gain initial workplace employment skills.

Additional support staff at Club NIA would include:

•
10 hourly security team members; 5 Full-Time and 5 Part-Time

•
2 DJ’s Fulltime

•
6 Kitchen team members; 3 Full-Time and 3 Part-Time

•
14 Cashiers/floor staff Part-time

Total initial staff count is 35. Additional hiring will be done as demand requires. A full analysis of employee salaries/wages is provided with the financial plan (excel file attached).

4. Vision for Club NIA
Club NIA’s  vision is to develop a community of empowered, inspired, and supported youth who share their talents and skills, to build on each other and improve others. The vision will be achieved through instilling a sense of Reciprocity, Inclusivity, Civility and Hospitality (RICH).
5. Mission for Club NIA
Club NIA’s mission is to encourage demand for and provide high quality, responsible, safe, enjoyable, and interactive ambience, to facilitate the development of positive self-esteem/ awareness, productive citizenship, networking and community unification.

6. Sustainable sources of competitive advantage 
a) Our target population and catchment area 

The county (Pierce in Washington) is characterized by a high percentage of young population, in the 10 to 25 age bracket, thanks to the baby boom in the growth phase of the mid eighties to the first decade of the 21st century (1). The county is also known for the absence of appropriate grooming, guidance and entertainment centers, to cater to the needs of the bubbly youth. This huge latent demand for the club’s service, is further reinforced by an adequate disposable income and spending attitude for self development, to meet the demand in the emerging connected world. The high disposable income has also been supported by the youth themselves, through the opportunities offered to work from anywhere for anyone inclined, thanks to the explosion of information technology and the accompanying opportunities for learning, networking and seeking opportunities. 
The positive experience of self-earning and the recognition of shortcomings in social and productive skills by this target segment, offers an ideal market for a grooming and entertaining club in the neighborhood. We would consider a radius of 50 km, with subserviced youth population, as our catchment area for Club NIA. 
b) How we propose to deliver Club NIA

A combination of an exceptionally talented, passionate, energetic, exposed, motivated leadership team, service personnel and volunteers, will spur youth driven performances and activities,  that are creative, productive and experiential value adding. Consolidating existing partnerships with local school districts and recreational facilities will provide a growing market for the Club’s services. Our Dedicated Employment/Entertainment Network Structure (DENS) will be an added attraction for those seeking professional growth through networking. This feature will stand us apart from existing and potential new competitors, with conventional line of thinking, on entertainment, for the youth.  We also propose to network with the emerging corporate sector to understand their needs, areas of deficiency that they find in the youth they employ, gaining sponsorship funding, support in designing and delivering youth oriented programs, and opening our facilities for the new recruits below 25 years of age in the companies.
c) What Does Club NIA stand for 

We believe that entertainment can be a great learning activity with fun, and not a waste of resources. It provides a smooth and effective transition to the demands of the evolving professional world. We have titled this youth oriented program as Grooming through entertainment.  This concept is expected to gain acceptance from parents, schools and also the individual youth who are the targets. The implementation of a Project Innovation Team System (PITS) will provide continuous evaluation and modification of the array of service offerings. 
Our long term strategy is to transition the club into a responsible entertainment and education centre for individuals and groups from corporate, business schools.   
7. Project Cost and funding pattern

The project is proposed to be funded through a mix of equity, debt and supplier credit. For the equity component we propose to bring in start-up financing from promoters (32%) (16+16% each of own contribution and revenue from presale of floor and wall display tiles), venture capitalists (41%) and institutions such as schools (3%) and corporates (7%), and suppliers (1%) and debt from High Net-worth Individuals (HNIs) (16%). The promoters’ contribution to equity includes the $100000 received through presale of floor/wall display tiles. The funding will be used to cover (a) Capital costs involved (b) Working capital margin for first year.  
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Distribution of Project Funding by source
The four principal owners in this LLC venture are each directly investing $25,000 for a total of $100,000.00. Additional funds in the amount of $516400 have been secured through equity and debt sources as detailed above. The total cost for start-up is $616400 (refer funding sheet in excel file). 
The revenue forecast from the eleven revenue streams move from $ 1. 26 M in year zero to about $23.4 M in year five. Details are provided in the sheet revenues of Excel file on financial calculations. The project yields return to equity holders from year zero of (-199%) to 1036% in year five.
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Projected Financials of Club NIA for years 0 to 5
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Projected financial ratios of Club NIA for years 0 to5
8. Business Environmental Analysis

a) Political / Local Forces 

Need for diversion from Violence - At both the national and local levels there is an increased urgency from lawmakers, business leaders, and community members, to find positive alternatives for young adults to engage in, to combat the growing gang activity and violence, that is prevalent across America. Pierce County, Washington, will be the location of Club NIA, which is home to more than 1 million (about 800000  in 2009 with 25% being below 18 years with a per capita  income in 1999 of USD 21000) residents with less than one percent (90000) of that number, being taken as the target audience (1).  
Clun NIA I solidarity with local needs  - There is currently a 12:00 curfew ordinance in effect for the target audience, yet the preliminary reports from legislators is that based on a review of the initial structure and intent of the club, Club NIA would fall into their “curfew support program” as it provides safe and constructive alternatives for pro-social development. As a result of fights, vandalism and violence attributed to the only other venue in the area, community, businesses and law enforcement are closely monitoring the surroundings of the club.

b) Economic Forces  

The nation and the state are still rebounding from the recent economic downturn, yet consumer spending on entertainment is currently on the rise within the county.  The consumers for this unique service would prefer to spend on an entertainment/ edutainment / grooming /earning, activity which would be considered more as an investment on their wards, than an expense that can possibly be done away with. Thus expenses on wards, to participate in the club activities, would enjoy preference even among their parents. Similarly, schools in the neighborhood would look at the club, as complimenting their efforts in character building of students, in an enjoyable atmosphere, than a distraction on their studies.  The local economy is also still reeling from the loss of much needed tax revenue, and is expected to encourage economic activity to boost local employment and tax revenues. This need should augur well for Club NIA’s activities, which will aid in increasing tax collection in the area.
c) Technological Forces to aid in marketing and earning opportunity for youth 
The Internet is both a blessing and a curse. The blessing comes in the form of the exponential opportunity driven by talent in an open market, scalability and accessibility to information, goods, and services. It provides diverse employment potential that has shrunk the planet. The curse is that, it detracts from critically needed face-to-face social experiences and exposes the gullible to the negative forces in society. Club NIA will embrace and integrate technology, to enhance the overall experience for the customer, the youthful enthusiastic motivated crowd. 

Technology proposed to be  used in promotion of Club NIA  include  Social media such as Face book, Twitter and YouTube, that will provide no-cost (low cost?) promotional platforms to get “the word out, by the right promoters, the youthful  members to their own class of audience”. This will enhance credibility of the club; provide earning opportunity to members through incentives for promoting membership. Such a program will help promote the Club NIA as a three in one deal – entertainment, education and earning. 
The unique feature of Club NIA is that the members also have an opportunity to earn by way of incentives for promoting the club membership through social networking sites, friends’ circles, and word of mouth promotion. It is expected that early membership will offer opportunities for members to bring in their buddies and referrals, and earn good incentives. The objective is to have a cohesive community of members with common interests, that is possible through such referral programs and social marketing by members themselves. Thus Club NIA is a unique three in one venue.
Deploying the state of the art computerized software and equipment, Club NIA will stay connected with its target market, by offering live streams through these media as the events unfold. The target audience is rapidly being branded as the “Gadget generation” and will be enlisted as part of the advisory panel (PITS Team member), to ensure we optimize resources. Openness using technology enhances credibility and scalability. Club NIA will explore avenues to reach further in our offerings and new participative revenue models.
d) Legal and Regulatory Forces  


The safety and satisfaction of our customers is of primary concern. More so is the legality and compliance with applicable regulations in the running of the Club NIA. Many local ordinances exist to ensure that customer, employee and environmental safety are ensured. This is especially true, in regard to adhering to seating capacity, egress, fire safety, and emergency exits. Licensing of the establishment does not present a problem, since no alcohol will be served, yet due to the age of the intended audience, background checks of all employees are mandated.

We will have all the facilities in Club NIA certified for their adequacy, appropriateness and safety for use, by the appropriate certifying or regulatory agencies.  We will also arrange for a program of periodic inspection for continued compliance, and even exceeding it. We would strive to be a standard and model business in the local community. Provision has been made for such expenses in the Financing and operating costs.
9. Industry Analysis (SWOT ) 
a) Strengths (unique service differentiation, safety, discipline, grooming, community integration, promoters’ passion and commitment, location)
Club NIA’s service differentiation strategy, places emphasis on youth oriented, pro-social development through creative self-expression, grooming, earning, learning and participation. Our emphasis on safety from undesired behavior, possibly even from our own members, is highlighted, by the hiring of a fulltime uniformed police officer, in addition to well trained and experienced security personnel. We will ensure that parents of the members wouldn’t need to worry about what their wards are doing in the club, as well as their personal safety in the club premises. The discipline inculcated in the Club NIA, is expected to have multiplier effect in promoting discipline in society and the neighborhood.  The centralized location of the venue, situated in an area easily accessible by public transportation,  and within a 50km  radius of 110 area high schools and 90 middle schools (10 of which are within 8km), should help to promote Club NIA, as integral to the schools themselves. The venue will serve as a platform for sprouting (incubating) a variety of talents to be showcased. We expect the club activities will help one to overcome stage fear, early in life. The intent is to build a perception of Club NIA as a catalyst for development of the latent potential within the community, and bring about a sense of hope and unity. As the only venue with this theme based (Youth development) multi-dimensional approach, it should be hard for others to replicate and build a brand around it. 
Though the knowledge base is not patented, replication needs more than copying knowledge. It is a creative passion that will drive Club NIA and for its replication, through implantation is easier said than done. There is no secret to be stolen, but a passion difficult to be transplanted. Continued partnerships with recreational, educational agencies and businesses will strengthen our presence and reinforce our standing in the community. 

b) Weaknesses (latency in acceptance due to new concept, local regulations driven by need to contain violence and vandalism constraining freedom for intake and activities)
This (Youth Development) is a new concept and may take some time to sink in, even among the youth, the parents, schools and also the corporate community, and in the short run they may question the viability of the concept and its implement ability. It is therefore necessary to effectively demonstrate its value during the first six months of the launch. We do not expect a mad rush to Club NIA in the initial months, despite all its perceived positives. To create a critical mass of members, who become brand ambassadors, we propose to pull in about 50 members at a 50% discounted rate, for membership from the best of schools, families and some corporate members in the catchment area.  We would even consider this first priority batch, to enjoy privileges such as preference for life membership, priority for a sponsored friend and family members, preference for event bookings, and so on, so that they enjoy privileges very close to that of the promoters. The discount offered will be accounted for as marketing cost
The potential for violence and vandalism of members may cause community members and politicians to demand closer watch and impose stricter ordinances. This can constrain our freedom for member intake, as well as the activities that we plan undertaking. 
c) Opportunity (building growing youth population, population growth in the catchment area, branding and expansion of Club NIA to other regions and countries)
Continuing to establish and build partnerships within the community, and productive exploitation of the endless creativity within our youth, are phenomenal sources of sustainable competitive advantage. Youth serving as peer mentors and leaders, will also be a reflection of what is possible, and what Club NIA stands for. The centralized location and expected population growth rate within the area will ensure growing patronage. Sponsorship of other youth related activities (educational and recreational) would also be explored. We would project the Club NIA as an extension of the school, and the local corporates in their HR building efforts. In the long run, Club NIA would be branded to replicate the model in other states in the US as well as overseas, in locations where comparable socioeconomic contexts exist.
d) Threats (Copying of Club NIA Concept by potential competitors, falling demand due to local events, adverse weather, systematic economy wide risk)
Club NIA being an innovative concept, the threat of   new copycat youth oriented clubs is very possible in the neighbor-hood as well as in distant lands. The popularity of some seasonal sports or other regional events may decrease expected use. Systematic risks that are economy wide such as continuing economic decline are as much applicable to Club NIA as any other business venture. The sometimes adverse winter weather conditions may also play a part in reduced patronage. The stigma often associated with clubs of this nature being associated with drugs and violence and its rub off on Club NIA is also an area of concern. However, we will try to gain more visibility on how we differentiate Club NIA in this respect.
Despite the above impending threats, Club NIA expects a 40 to 50 % increase in membership from a very modest base of 300 members in year zero. The peak membership of 1852 in year 5, is just about 2% of the target population of about 90000 (revenue sheet in excel file). Thus the window for higher membership is quite wide and the risk of lower revenue below estimates is extremely low. 

10. Marketing 
a) Market analysis
Club “Club NIA” will serve as the premiere venue for youth aged 12 to 25 to experience and develop positive socialization skills and grooming. Youth in the area, in recent surveys, have expressed deep frustration on the lack of positive alternatives to engage in, as well as enjoyable avenues for self grooming to participate in the evolving employment market. Besides the Mall movies, bowling, or roller skating, there is basically nowhere for youth to spend their time and money. These existing avenues however do not have an educative element or any real value to aid in their future

b) Marketing Plan 

I. Product

The main anchor product of Club NIA is the concept of the service 3 Es – youth development through entertainment, education and earnings, a holistic concept at will help develop youth, reduce crime rates, and also support some earnings. Club NIA is also expected to support in high school level and corporate youth grooming.
 Complementing this theme based product is a host of add-ons as described below. As a new venue with no direct competition and providing 35,000 square feet of space and, Club “Club NIA” will:

· Provide safe, interactive platform for youth to showcase their artistic talents with a stage for live performances, a large dance floor and seating area. 
· Entertain members through youth oriented playlists and themes and development oriented programs, through entertainers and mentors

· Be an integrated youth development concept, not just another entertainment club. A key supporting safety factor is the hiring of a fully commissioned Police Officer, as part of the NIA management.

· Have a State- Of -The –Art arcade and prize redemption center (partnering withSega Games U.S.A., Inc.) with a play area for ages 5-11 accompanying members. We hope to gain brand value as well as economic benefit in procurement from Sega games
· Multicast Live stream events as they occur at the venue, through social networking media such as Face book, YouTube, and Twitter. We propose to gain sponsorships from these entities too, as our being there enhances their foot prints, eye balls, visibility and advertisement revenues
· Provide food and beverage through service counters in both the club and the common area. This helps part of the revenue to be disengaged from club memberships. 
· Have a large foyer (Commons area) area with seating, and Wi-Fi access (Future partnering with Starbucks is a real possibility). This is expected to draw members as well as walk in customers during open events (arcade rentals, bimonthly open programs & entertainment) for the food, entertainment and beverage services. 
· Display school memorabilia and static artwork of local youths in the foyer and throughout the venue. Will also provide special events and Gallery-like showings of artwork. Some of these could be kept for sale and a possible opportunity for revenue for Club NIA from sale driven incentives from the owner. 
· Offer four additional medium and small sized rooms to accommodate parties or meetings. 
· Facilitate Bi-monthly-open to the public, community improvement forums
· Deploy IT to manage all operations such as Point-Of-Sales (POS) Terminal, also accommodate credit transactions. Additionally, as part of this integrated system, reloadable “club cards” called “ID-Me” cards with easy pay and access to all services (Initial purchase fee of $3 with a $5.00 replacement cost) will be implemented. This scheme is expected to contribute to meeting working capital needs of running the club, through advance payments collected through cards. This will also aid in doing extensive research on membership, service consumption patterns, and revenue share from services, profitability, and a host of CRM kind of analysis. This is expected to help near real time profitability and operations analysis. 
The services offered by Club NIA serve as a source of empowerment and variety to the underserved population in addition to revenue for Club NIA. The empowerment stems from the ability to showcase their talents and to get what is termed as positive “street cred-(credibility)” from their peers through their performances. Club NIA will provide a wide range of opportunities for youth to actively participate in making the club a success. One example will be to allow selected youth from area schools, to serve as ambassadors for their respective schools. Another would be to have them create a newsletter, randomly selecting them as part of judging panels, and having them co-facilitate youth action forums. The services will support and encourage development of self-esteem, self-awareness and positive socialization.
II. Pricing

Our pricing will be driven by affordability, perceived value for money and to project the image of a responsible corporate citizen. We would like our package of services at the price points, reflect our CSR, to make our services affordable, while remaining profitable. The goal for the cost for food and beverage sold is estimated at 70% of the revenue on this stream (cost of food and beverages under operating costs in sheet cost of Excel file).
III. Promotion
The conceptualization of Club NIA was formulated and developed for more than a year by the four principal owners. Throughout the development of the concept for the club, each owner has held individual and collective discussions with friends, co-workers, family and community members, as well as business and political leaders. The most important of all these groups has been the extensive surveys and discussions held with the youths, we intend to serve. As a result of these discussions, a lot of “buzz” has been created about the endeavor. To further insure optimal attention and awareness of the club’s opening, the owners will aggressively implement the following four strategies: Word of mouth, referral, publicity; print and conventional electronic media such as newspaper ads, fliers, TV and radio; Guerilla marketing by volunteer squads and also youthful members and a Website.
· Word of mouth – This has currently been the greatest avenue to gain visibility and interest in what the club has to offer. We will continue to disseminate information and select local area youths to serve as information ambassadors. Selected youth will be provided with free passes to pre-opening and grand opening events as incentives.

· Use traditional media services (newspaper ads, fliers, free radio shots, jingles, banner ads in TV). 
· We will adopt “Guerilla marketing” to create visibility and drive memberships. This involves deploying volunteer squads to disseminate the Club services in the area, through fliers we will develop. As they hand them out the fliers they ask, questions like, “have you heard about or did you know about club….” These volunteers will also receive free passes. 
· Youthful members – members will be encouraged to promote membership among friends and through social networks that will enable them to earn incentives from Club NIA as well as build a cohesive community of common interests prescreened by members themselves. This is also expected to further aid in the Club’s objectives of imparting socialization skills among youth members.
· Create a website with all relevant information and content. 
IV. Place

This is a service where the customer (member) has to visit the venue and enjoy the facilities and the entertainment, therein. The place utility is provided by the choice of the location: Pierce County. Within Pierce County, the existing outlets for teen socialization provide single emphasis on activities such as roller-skating only; bowling only; or arcade only. The only large arcade is thirty-five miles North in the neighboring county. There is currently only one teen club with a distantly similar focus, that offers dancing as their only service amenity with a low capacity of less than two-hundred. This venue is also a cash-only establishment. Thus the service of Club NIA being a geography driven one, by choosing a growing region with a current population of about 1 million and a target market size of about 0.1 million, we are poised to grow substantially in the years to come, once Club NIA gains visibility and patronage. Our current revenue stream is driven by about 2 % o the target population even in the 6th year of its operation, thus providing adequate cushion against any possible over estimation of the market.
V. Target market and its potential size

The location of the club is in the neighborhood of Pierce County in Washington, primarily speaking the Swahili language. The County and the immediate neighborhood within a radius of 50 kms of the club (catchment area), has a population of about 1 million, of which about 30 % are understood to be, in the 10 to 25 years age bracket (24% below 18 years in 2009) (1). There are about 200 schools in the above catchment area with an average student population of 1500 students. 

We expect about 30 % of this population to be our target, considering their (family- parents and individuals) socio economic status, ability and willingness to spend for self improvement and entertainment. This makes our target market size of about 90000 (200*1500*0.3). 

There are about 100 industries in the small and medium segment in the catchment area of the club. They employ a total of 25000 employees. Of which we expect about 20% to be in the white collar (executive) category. Of this about 20% would be in the age bracket below 25 years and a target for grooming and entertaining. This would be about 1000 (25000*0.2*0.2) individuals who could be potential members of Club NIA, another target segment for Club NIA.  

Thus the county youth population is expected to overshadow the members from industries that contribute only about 1 % of the target, remaining 99% contributed by the county youth. However we would not discount the value imparted to the youth by the minority 1%, as they carry with them sense of responsibility and experience of working for a few years and this should qualitatively contribute to the Club’s ambience and value generated by the club towards realizing the EEE goal. 

VI. Existing Competition for Club NIA and its character

Despite there being over 300 bars, nightclubs, and pubs providing service to adults, there is only one (dance only) club catering to the youth in the local geography. Much of the service is oriented towards sports and recreational activities (YMCA, YWCA, Boys & Girls Clubs, and after school programs) which are costly, not to everyone’s liking, and have capacity limits. 

The intended service area has a strong middle-class representation, yet there is also an abundance of lower class and impoverished citizens who are not being served now. This segment is craving for choices in regard to places to engage in positive social experiences. The concept of Club NIA that offers an integrated and innovative avenue to engage the youth and to aid in their future growth should be able to effectively counter the existing competition.

VII. Trends in the Youth Entertainment and development industry  

Expansion of Information Technology and shrinking of the geographical opportunity space, has enhanced competition for job seekers, globally. The competition is now recognized to come from invisible quarters that hitherto could not participate in the global market place, due to barriers of space and time. The concept of youth entertainment is also undergoing a transformation. Technology is used in large measure to entertain. Also youth is getting into the job market early, purely based on their capability and passion for it. Thus entertainment is not seen in isolation as it was hitherto. There are avenues for integral view of entertainment and development. Due to global competition, youth is also recognizing the need for grooming for being able to sell themselves to their future employers, and therefore are sensing the need for becoming responsible earlier in life. Thus the market for an integrated offering of work and fun is picking up and will grow in the near future more than conventional isolated centers of entertainment and development. Club NIA has seen this trend earlier than others and hope to be able to reap the benefit of the first mover advantage in this space through this holistic offering.
VIII. Expected price elasticity for your product or service? 
The price elasticity for the Club’s service is expected to vary from -0.5 to -0.8, though we have no evidence to accept or reject this. We need to recognize that the USP of a club like Club NIA is its location and thus enjoys a natural monopoly. This is also reiterated in our market assessment earlier. We have proposed increases in membership over the years and also membership fees. Though this may appear illogical when the price elasticity is expected to be (0.5) to (0.8), the large size of the latent market will be able to absorb the higher costs over time. The price elasticity may not apply to negating assumptions of increase in membership charges as well as the demand for membership, as these are for different years when conditions would have changed.  Part of the cost increase will be neutralized by the inflation and another part by the income effect of the progressive community, whose threshold for spending on club membership like that of Club NIA would have gone up due to the unique nature of services provided by Club NIA. We therefore do not visualize a scenario where the target market will not be able to absorb the membership cost increases over the years. It is also to be recognized that Club NIA is a unique concept being promoted in a community starved of appropriate recreation facilities in their close neighborhood, and has the character of a natural monopoly. Therefore club membership in NIA is not to be examined from a perfect market micro economic theory driven price elasticity.
11. Supply chain 
a) How Club NIA brings value in the supply chain

The supply chain comprises providers of tangible consumables such as food and beverages, intangibles such as entertainment, classes, grooming, office supplies, facilities, utilities, furnishing and event managers. 
To provide state of the art arcade amenities and services we have a LLC partnership with Sega USA Inc. to provide space design assistance, technical support, maintenance, Game card machine/accessories and profit sharing. Hewlett Packard will be providing the same services for the POS Terminals at a fixed lease rate. We will be working with Sound Stage and lighting systems to provide the integrated lighting, sound systems, and video displays (same support services). The 64 camera surveillance and security system will be leased. Our food service vendor is Food service of America as they have offered the most affordable prices as well as scheduled and emergency delivery options. Our Beverage provider is Pepsi. Preparation of quarterly and annual financial documents will be handled by Astrid Bergstrom (15 years industry related experience 30 years total) of Kelly’s Tax Services. All vendors selected have proven industry records and are local companies. 
Club NIA adds value to the supply chain by providing an integrated venue, with high volume, with high footfalls and traffic in Club NIA, of a consuming population with affordability and willingness to spend. The elements of the supply chain on their own would not find a common platform, where they can have a large consuming population to show case their product and also market them, as provided by Club NIA. Supply chain will also benefit from the rub off effect (reflected glory) of Club NIA’s efforts at brand building and integrating with the local community.
b) Main partners, suppliers, their locations and contingency plan

Key Suppliers include Sega, Hewlett Packard, Pepsi, Food Service of America (FSA), experts in grooming, entertainers, and local service providers. Large suppliers such as Sega, HP, Pepsi and FSA are expected to be reliable and also their (Sega and HP) services are not needed on an ongoing basis, but only for purchase or installation of facilities or services one time. Thus the risk of non delivery of their services is expected to be very low not affecting Club NIA’s operations. 
To avert or mitigate risk in operations, we have diversified our local supply chain so that there is no monopoly power enjoyed by any one either in terms of volume of supply or exclusivity of the nature of the supply. Suppliers will also be continuously monitored on a variety of parameters related to their service, so that they have an incentive to perform, failing which their rating drops and tend to lose business in the long run. 
Club NIA will enjoy monopoly purchase power from many of the suppliers such that Club NIA as the purchaser has comparatively higher bargaining power than the suppliers. This is expected to augur well for Club NIA’s operations
c) Optimization of operational effectiveness and bringing about a lean organization
Operational effectiveness is closely monitored through continuous tracking, analysis and monitoring of performance on a variety of parameters through data collected at transaction / process level from the computers. This helps in timely raising of alerts for effective actions. Introduction of IT, use of a judicious mix of part time and full time operating staff enables keeping the organization as lean as needed and possible. Moreover experienced, passionate and committed promoters will ensure that there are no slippages in any area at any stage.
12. Financial results
a) Pro forma income statement of Club NIA 

The financial projections are made for 6 years including the first year treated as year zero. Revenues are made up of  11 revenue streams Club membership (5.7%), Arcade use by members (6.0%), Food and beverages (65.3%), Sponsorships (1.6%), F&B from bimonthly public programs (2.0%), Gate Cover (0.5%), entertainment (8.0%), Arcade rentals (2.4%), Classes (8.0%), Commission from sale of memorabilia (0.4%) and sponsorship revenues for display (0.2). Figures in brackets indicate the contribution of the revenue source to the total revenue in year zero. As can be see the maximum contribution is derived from F&B followed by entertainment  which contribute to about 73% of the revenue (refer sheet revenues in excel file). 
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The total revenue increases from $1.25Million in year zero to $23.4Million in year 5.

The return on Equity ranges from (199%) in year zero to 1036% in year five. Interest Coverage Ratio (ICR) varies from (-1312%) in year zero to 796% in year five. Asset Turnover Ratio (ATR) ranges from 484% in year zero to 1598% in year five. The Debt Equity ratio is constant at 0.194. 

The high values of RoE, ICR and ATR during later years are due to the following reasons: Very low Capital investment that is less than 50% of year zero revenue, low D/E ratio and low asset base. The asset addition during the 6 year period also may be on the lower side in comparison with the growth in revenues that result in very low depreciation costs.
In the calculation of revenues, revenue from issue of new ID-me cards as well as their renewal is not considered as these are considered insignificant. So are the costs of incentives to member youths for promotion of membership among their buddies. The membership numbers considered in each year comprises membership from county youth as well as youth from corporate (minority). Club NIA does not distinguish between county youth and corporate youth members (by charging corporate members higher) to promote corporate membership, so that the ambience is created in the club through a healthy mix of county youth and working youth
b) COGS for Club NIA 

This is extensively available in the financial statements (refer sheet cost in excel file). The COGS for year zero is 174% of revenue dropping to 59% in year five. This provides for adequate cushion for any cost increases in input materials in providing the services (refer sheets cost and graphs in excel file).
Operating costs for year 0
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c) Use of financial information to help craft CLUB NIA’s business strategy
The financial analysis shows profit from year two of commencement of operations. There is enough scope for reducing the price of services offered to customers and provide better amenities and expand, as the business is very lucrative, during later years, as seen from the model. There is scope for tweaking the model to expand volume by reducing margins and increasing volume. There is adequate scope for increasing the debt component as well as make capital investments as the ROE, ATR and ICR are very favorable in later years and progressively improves.
d) Financial ratios reflecting performance of Club NIA
We have used three ratios: Return on Equity which is a measure of return to equity share holders. This is found to be extremely attractive from the year 2. So is the Asset Turnover ratio (a measure of how effectively the assets of Club NIA are deployed for generating value) and the Interest Coverage ratio (a measure of the ability of Club NIA to service its debtors). The exhibit below shows the ratios over the six year period (refer sheets ratios and graphs in excel file)
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Financial Ratios for Club NIA for years 0 to 5

13. Assumptions

Capital costs

1. 25% additional capital expense on dance floor capitalized each year (ref cost sheet)

2. 50% additional expense on arcade play area, foyer, party and meeting rooms, capitalized  year (refer cost sheet)

3. 10% depreciation on net assets on WDV method (refer cost sheet) 

Operations

1. Interest charges on Working capital  for operations @ 5% of revenue

2. Tax rate - 35

Operating costs % increase each year, from year zero, for 365 days of working

1. Entertainers for themes and playlists – 20

2. Live stream event expenses  - 10

3. Promotional costs - 30

4. Marketing costs - (10)

5. Website maintenance - (20)

6. Cost of Food and beverages – 70% of revenue from F&B as given in revenue sheet on that item

7. Facility lease - 10

8. Utilities - 20

9. Insurance – (20)

10. Equipment leasing – (10)

11. Office materials - 20

12. Licenses,  and fees – 10

Revenue Streams and growth multipliers

1. Annual Club Membership

· No. of members expected – 300 in year zero growing at 40, 50, 50, 40 and 40% each year

· Membership fees per member per year – starting @ $240 growing at 30, 50 30,30 and 20% each year

2. Arcades

·  Use of Arcade by members – tickets is a function of no. of members during the year (the multiples are in respective cells in revenue sheet)

· Usage charges for Arcade – starting @ $50 growing @ 20 % each year

3. Food and beverage  

· Food and beverage – no. of customer is a function of no. of members – varies from 30, 40, 50, 50, 40 and  40 % of members during the year

· Average revenue per customer – starting @ $25 increasing @20% each year arising from increasing spending power, quality and variety of offerings

4. Sponsorships

· No. of sponsor ships expected  - starting @10, increasing @ 30,30,30,20 and 20% each year

· Unit sponsorship value- starting @ 2000, growing at 30, 50, 40,20,and 20%

5. Food and beverage from bimonthly public program

· No. of units – a conservative two programs per month

· Revenue per program – starting @$25000, growing at 20% per annum

6. Gate Cover

· No of units – same as no. of members

· Value per cover- starting @$20, growing @20% each year. This is a charge collected from each member once a year

7. Entertainment

· No. of units per year – starting at 10, growing @30% each year

· Average value of revenue per unit – starting @10000, growing @20% each year

8. Arcade rental

· No. of units per year – starting @10, growing @30% each year

· Revenue per unit - $3000, growing @20% each year

9. Classes (coaching/grooming)

· No. of units (no. of classes conducted * no. of participants) – starting at 1000, growing @30% each year

· Revenue per unit (per class per participant)- starting @$100, growing @30% each year 

10. Commission

· Commission from sale of memorablis – lump sum value starting @$5000, growing @40% each year

· Sponsorship revenues from schools for display of memorablis – lump sum starting @$3000, growing at 20% each year 

11. Sponsorship revenues from schools for display of memorablis
· Lump sum of $3000 in year zero, increasing a 20% per year

Project cost
The total project cost of $616400 is funded through a mix of equity (84%) and debt (16%). Equity comes from six sources, as below, with their respective contribution to the total project cost. VCs contribute about 40% and promoters (including revenue from presold display tiles treated as promoter equity) contribute 32%. (Refer sheet on Funding in Excel file)
1. Promoters (equity) 
100000
16.22% 

2. Revenue from presale of tiles
100000
16.22%

3. Venture capitalists 
250000
40.56%

4.  Schools  

20000
3.24%

5. Corporates 
40000
6.49%

6. Suppliers 
6400
               1.04%

As a proportion of equity VCs share is about 48% and promoters (total) about 39% (Refer sheet on funding in Excel file)

Wages 

Wages increase from a total of 1 million in year zero to about 1.15 million@ 2% growth per year. The number of staff has been taken to be constant over the six year period

Ratios

Three key ratios: Return on Equity, Interest coverage Ratio and Asset turnover ratio have been computed. RoE ranges from (199%)  in year zero to a high of 1036 % in year 5. Interest coverage has been negative in the years 0 and 1 and improves to about 800%  and asset Turnover ratio by more than 3 times during the period

14. Reference

1) http://quickfacts.census.gov/qfd/states/53/53053.html

15. Excel work sheet
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