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ExecutiveSummary

HerrHaarisafullservicesalondedicatedtoprovidingqualityservicesaswellastakingcareof

thewholeperson.HerrHaarwillbesuperiortoothersalonsinAnytownbecauseofitsunique

approachtotakingcareoftheclient.Withthemostinnovativeadvancementsinhair

replacementandothersalonservices,HerrHaarwillstandoutfrom therest.Currently,noother

businessinAnytownprovidesanadequatesolutiontohairlossproblems.HerrHaar's

experiencedcosmetologistsarecommittedtofillingthisniche.

HerrHaarhasbeenupandrunningsinceMay2003,butthelimitationsofthecurrentlocation

makeitnecessarytomove.Toachieveourobjectives,HerrHaarisseekinga$4,000short-term

(10month)loan.Thetalentanddeterminationoftheowner,with27yearsofexperience,issure

tomakeHerrHaaracontinuedsuccess.

Overthepastsixmonths,HerrHaarhasseenhairservicesalesofalmost₦850,000,ormore

than₦900,800/month.Inthenewfacility,wherewecanaccommodatealargerclientele,we

expectthosehairservicessalestoincreasetoroughly$10,600/month,afairlyconservative

increase.Wearealsoopeningnewrevenuestreamswiththeintroductionofamassageroom,

boothrentalfrom otherstylistswhowillleasespaceinournewfacility,andincreaseddirect

salesofproductswehaveformerlyrecommended,foratotal2004salesgoalof$244,000.

Theseforecastsarebasedonperformanceofsimilarsalonsinthearea,andonourresearch

withotherstylistsandmassagetherapistshereinAnytown.

Inthepast,hairreplacementhascarriedastigmaformanymen.HerrHaar'sprofessionalism

andintegrationofhairreplacementintothebroaderrangeofhair,skin,andbodycarewill

redefinethisserviceintheAnytownareaasanecessaryluxuryforthebusy,successfulman.To

feelandperform yourbest,youmustlookyourbest-andHerrHaaristhefirststep.



1.1Objectives

HerrHaarismorethanjustafullservicesalonprovidingexcellenthaircareandqualityproducts,

inapeaceful,relaxedatmosphere.HerrHaarwillalsoprovideafriendlyworkenvironment,

respectingdiversity,creativity,andhardwork.

1.2Mission

Ourmissionistoprovideskilledservices,throughtalentedcosmetologists,thatgiveour

customersthedignityandselfrespectneededtobesuccessfulintheworldtoday.Wearealso

committedtoofferingarangeofcomplementaryservicesforhairstylingandbodycareinthe

samelocation,togiveourcustomerstheconvenienceofasinglelocationforalltheirhairand

bodycareneeds.

1.3KeystoSuccess

Location-Provideseasyaccessforclientsaswellasgreatervisibilitytopotentialclients.

Advertising-willgetournameandtheconceptofHerrHaarouttothepublic.

Unique-HerrHaarislikenootherinprovidingqualityhaircareandaddressingmore

complicatedhaircareissuesinprivateconsultation.

Reputation-Theownersandstylistshavegreatreputationswithexistingclientele

Discreet-Ournew,morevisiblelocationispairedwitharangeofhairandbodycareservices,so

whenaclientcomesin,passersbycannotassumeheisseekinghairreplacement.

CustomerSatisfaction!-thisisthemostimportantfactorinwhetheraone-timecustomer

becomesarepeatcustomerandrecommendsustofriends.

Thetimeisrightforasalonthatprovidestheskillandknowledgetotakecareofeverydayhair

careneedsandhairlossproblems.Thediligenceoftheowner,alongwiththeearnestdesireof

everyskilledcosmetologistworkingwithHerrHaartoconstantlyimprovetheirknowledge,gives

thisbusinessgreatpotential.

CompanySummary

HerrHaarwillprovideawiderangeofhaircareservices,products,wigs,andhairpieces.Wewill

onlyoffertopqualityhairandskinservicesandbeautyproducts.HerrHaarismovingtoanew

locationonamainroadatgroundlevel,whichisidealforthiskindofbusiness.Whatwillset

HerrHaarapartfrom anycompetitionisourcommitmenttocontinuededucation,providingthe

latesthaircareandreplacementtechniques,alongwithotherrelatedservices,ataconvenient



location.

2.1CompanyOwnership

HerrHaarisanS-Corporation,establishedin2003byJaneWhigg,whoownsthemajorityofthe

business.JoanWhigg,herdaughter,holdslessthan15%ofthebusiness.

Janehasbeenacosmetologistfor27years,withyearsofexperienceinhairextensionsand

otherhaircareneeds,andhasbeentrainedinthelatesthairreplacementsystems.

Joanhasbeenworkingsuccessfullywithamodestclienteleforthreeyears,afterreceiving

traininginthelatesthairreplacementsystems,suchasGreatLengthsandLeMetric.Joanwill

continuetotakeseveralmoreclassesthatwillhelpherspecializeinspecifichairloss

syndromesandcorrectivecolortechniques.

2.2CompanyHistory

HerrHaarwasstartedinMay,2003.Althoughthismayseem afairlyshortexistence,HerrHaar

hasdonefairlywellinthepastsixmonths,asthefollowingtableandchartshow,garneringhair

servicesrevenueofroughly$7,800permonth.HerrHaarhasdonewellinspiteofadeclining

economyandalocationwithpoorvisibilityandsmallsquarefootage.

Wedonotdosalesoncredit,andhaveagoodassetbaseofalmost$6,000,intheform of

inventoryandequipment,whichwillmovewithustothenewbuilding.Wecurrentlyhave$4,365

inliabilities,intheform of$3,500ofAccountsPayable(forrecentinventoryshipmentsand

utilities)andano-interestloanfor$1,350from anotherfamilymember.AccountsPayableare

paidon30dayterms,ontime.Theoutstandingloanwillberepaidgraduallyoverthecourseof

thenexttwoyears,accordingtoouragreementwiththelender(seetheCashFlowtablefor

details).

Thefutureshowsmuchpromise,andthenewlocationwillaffordHerrHaargreateraccessto

thepublic.



PASTPERFORMANCE

2001 2002 2003

Sales ₦0 ₦0 ₦46,896

GrossMargin ₦0 ₦0 ₦8,000

GrossMargin% 0.00% 0.00% 17.06%

OperatingExpenses ₦0 ₦0 ₦10,112

InventoryTurnover 0.00 0.00 30.91

BALANCESHEET

2001 2002 2003

CurrentAssets

Cash ₦0 ₦0 ₦20,000

Inventory ₦0 ₦0 ₦21,550

OtherCurrentAssets₦0 ₦0 ₦25,700

TOTALCURRENTASSETS ₦0 ₦0 ₦67,250

Long-term Assets

Long-term Assets ₦0 ₦0 ₦30,000



AccumulatedDepreciation ₦0 ₦0 ₦9,500

TOTALLONG-TERM ASSETS₦0 ₦0 ₦39,500

TotalAssets ₦0 ₦0 ₦70,000

CurrentLiabilities

AccountsPayable ₦0 ₦0 ₦35,000

CurrentBorrowing ₦0 ₦0 ₦0

OtherCurrentLiabilities(interestfree) ₦0 ₦0 ₦19,000

TOTALCURRENTLIABILITIES ₦0 ₦0 ₦54,000

Long-term Liabilities ₦0 ₦0 ₦0

TOTALLIABILITIES ₦0 ₦0 ₦42,000

Paid-inCapital$0 ₦0 ₦0

RetainedEarnings ₦0 ₦0 (₦32,600)

Earnings ₦0 ₦0 ₦46,750

TOTALCAPITAL ₦0 ₦0 ₦22,350

TotalCapitalandLiabilities ₦0 ₦0 ₦69,900

OtherInputs

ProductsandServices

HerrHaarrealizesthatgoodhairstartsfrom within,soHerrHaarwillprovidenotonlyhaircare

andreplacementsforalltypesofhair,butalsothefinesthairproductsandvitamins,takingcare

ofbothinsideandout.HerrHaarwillalsoprovidedayspaservices,suchasmassagesand

facials,andassistanceinmanagementofcarereceived.

Hairreplacement

Theownerswillprovideallofthehairreplacementservicesandsomeofthefacials.Hair

replacementservicesofferedincludeGreatLengthsandLeMetric,aswellasmoretraditional

methods,includingwigsandsmallerhairpieces.



OtherHairStylingandSkinServices

Thefacilityalsoincludesfourextrabeautybooths,whichwewillrentouttoother

cosmetologistsfor6monthcontracts.Wehavealreadynegotiatedtermsforthreeofthe

boothswithexceptionallocalcosmetologists.Theseprofessionalswillprovidestandardstyling

services,suchashaircuts,coloring,andstyling.

Massages

Inaddition,thefacilitycontainsaseparateroom whichwillbeusedformassages,

aromatherapy,andcraniosacraltherapy.Wehavehiredtwopart-timeLicensedMassage

Therapistswith8and5yearsofexperienceinspasettings,respectively,toprovidethese

services.

MarketAnalysisSummary

HairReplacementMarket

Thehairreplacementindustryearnsmorethan$1billion/yearintheUnitedStatesalone.

Millionsofhair-losssufferersarereducedtotryingquackremediestheyseeonTVbecause

therearenoprofessionalhairreplacementservicesintheirarea.Whenpresentedwithreal

treatmentsthatwork,manyclientsareamazed,havinggivenuponreallyreceivinghelp.

HerrHaariscommittedtohelpinghairlosssufferersofbothgendersintheAnytownarea

reclaim theirlooks,theirself-respect,andtheirdignitybyprovidingprofessionalservicesthat

willremedytheirproblems.

SalonandBeautySpaMarket

HerrHaar'sexpandedproductandserviceofferingswillalsoplaceitintheevenlargerspaand

beautysalonindustry.In2001,accordingtotheU.S.Census,beautysalonsreachedrevenueof

$20.8billionwithintheUnitedStates.

Atypicalfull-servicehairandsalonbusinessoffersmostofthefollowingservices:

Hair:haircuts,trimsandstyling;highlights/foils&weaving;hair&scalptreatments;relaxers,

perms;colors;shampooandconditioning;curling,reconstructing,permanentwaving.



Nails:manicures,pedicures,polish,sculpturednails,nailrepair,handconditioningtreatments.

SkinCare:Facials,bodywaxing,massage.

Saleofprofessionalhair/beautyproducts:Manysalonbusinessesalsoofferawiderangeof

hairandbeautyproductsinordertoprovideeverythingacustomerneedsinoneconvenient

location.

HerrHaarwillnotoffermanicuresorpedicuresinthenexttwoyears,althoughwewillconsider

expandingourservicestoincludetheseifcustomerdemandandcashflowswarrantit.There

arethreenailsalonswithin10minutesofHerrHaar,socompetitionishigh.

4.1MarketSegmentation

AccordingtotheU.S.Census,in2000,Anytownhadanoverallpopulationof360,890.Ofthese,

themajorityarecaucasian(80%),androughlyhalfweremarriedcouples,withorwithout

children.60%ofAnytownpopulationownedtheirownhouse,andthemedianhouseholdincome

was$45,081.Thelocaleconomyisbasedheavilyontourism,althoughithasrecentlygaineda

strongfootholdintheelectronics,high-technology,andmanufacturingindustries.Anytownhas

seenastrongpopulationgrowthoverthelast25years.

HerrHaarwilltargetcustomerswithanaveragetoabove-averageincomelevel($50,000to

$150,000householdincomes),seekinghairreplacementandhair,skin,andbodycareservices.

Althoughourclientsneeddifferentservices,theirunderlyingneedsaremuchthesame:tobe

treatedwithrespectanddignity;tofeelgoodabouttheirappearance;andtobepamperednow

andthen.

Hairreplacementclients

About50%ofthegeneralpopulationwillsuffersomehairlossbytheageof50;manyexpect

andtoleratethis.However,forsomepeople,especiallywomen,hairlossisadramaticand

traumaticevent.Whenhairlossaccompaniesamajorillness,suchascancer,itisevenmore

devastating.Thenumbersinthefollowingtablereflectpotentialhairreplacementclientswithin

1hour'sdriveofourlocation.

Cancerpatients:Anytownhasaworld-renownedcancercenter,andisjustonehourfrom the

UniversityofColorado'scancertreatmentcenterinAurora.Wewilladvertiseourpresencemore

visiblytodoctors,therapists,andpatientsatthesecenters,toletthem knowhowwecanhelp



patientsmaintainasenseofnormalcyduringthestressofcancertreatment.

Femalehairloss:Over25millionAmericanwomensuffertheeffectsoffemalehairloss,and

manyhavenoideawhatcausesitorhowtotreatit.Byintegratinghairreplacementservices

intothecontextofatraditional"salon,"wehopetoturnwhatcouldbeastigmatizingexperience

intojustanotherdayatthebeautyparlor.

Malepatternbaldness:Onceconsideredjustafactoflife,malepatternbaldnessisnowbeing

viewedasatreatabledisease.Menarealsopayingmoreattentiontotheirpersonalgrooming,

andprofessionalmenarewillingtopayhigherpricesfortheluxuryofasalonatmosphereand

thereassuranceofusingprofessionally-trainedcosmetologists.Wewillmarkettothistarget

segmentwiththepromiseofabetter,moreattractiveappearance.

Salonclients(hairstyling,skincare,andbodywork)

Goingtothebeautysalonhasbeenafemaletraditionforthelast100years,whetherfora

haircut,stylingbeforeabigevent,orasimpleindulgence.Thegrowinginterestinprofessional

hairandskincareamongmenhasexpandedourclientbasegreatly.Thefollowingtable

includespotentialclientswithinAnytown.

4.2TargetMarketSegmentStrategy

Ourtargetmarketsegmentsarefairlybroad,inpartbecauseourservicesappealtosuchawide

rangeofpeople.Wearefocusingonaslightlyupscaletargetmarket,whocanaffordoursalon

servicesonaregularbasisandnotjustasanoccasionaltreat,becausesatisfiedrepeat

customersarethebackboneofthesalonindustry.



Forthehairreplacementservices,wearetargetingthreedifferentgroups:cancerpatients,

womenwithhairloss,andmenwithmale-patternbaldness.Althoughwehavelistedthese

togetherinthemarketanalysistable,wewilluseslightlydifferentmarketingtacticswitheach

group.Manyofthesecustomerswillcometousonlyafewtimes,especiallyiftheirhairlossis

temporary(post-natalhairlossandcancerpatients,especially).Otherswillremainloyal

customersforyears,cominginforrepeattreatmentsornewwigs.Inbothcases,ourmarketing

effortsneedtoestablishourreputationaslegitimate,skilledprofessionalswhocansolvetheir

hairlossproblems.

4.3ServiceBusinessAnalysis

Thebeautyspaandsalonindustryisdecentralized,andcontainsnumeroussmallbusinesses

andfranchises.Asamoreupscalesalon,andespeciallyasonewithasignificantfocusonmale

beautyneeds,HerrHaardoesnotfitthe"chain"model.Similarbusinessesgaininitialclientele

throughprintandmediaadvertising,butmaintainandexpandtheirclientelebyconsistently

satisfyingtheircustomers,generatingnotonlyrepeatbusiness,butwordofmouthreferrals.

Manypeoplewillswitchsalonsifafriendorrelativeisgettingconsistentlygoodhaircutsand

expressingsatisfactionwiththeservicesofaparticularsalon.

Mostsimilarsalonsareowneroperated,withadditionalhairstylingorstationemployees,orwith

independentlycontractedstylistswhoworkoncommission.(HerrHaarusesamixofthesetwo

models.)

Thehairreplacementindustryissplitbetweenlarge,internationalchainsofferingdrugs,dyes,

andotherproducts,andsmallerlocalbusinessesspecializingincustomizedtreatment,

includingsurgery.Weclearlyfitintothelattercategory,andbuysomeofourproductsfrom the

nationalchains.

4.3.1CompetitionandBuyingPatterns

Hairreplacement

InAnytown,therereallyisnoseriouscompetitionforhairreplacement.Thereareafewsalons

thatoffersomeformsofextensions,butnotwiththeyearsofexperienceavailableatHerrHaar.

BeautySalon



Wecommonlyhearcomplaintsfrom Anytownresidentsthattherearefewsalonsthattakecare

ofthewholepersonwiththeservicesHerrHaarwilloffer.Clientshavealsoexpressedthewish

forasalonthatisnotonlyprofessionallooking,butalsohastheskilltobackupthesalon.

Potentialclientsseekingagoodsalonexperiencearelookingforgoodquality,professional,

cleanandluxuriousatmosphere,andskilledstaff.Amongourtargetmarket,theyarequite

willingtopaymoreforsuchelements.Infact,thepricepremium givesourservicethefeelingof

beinganaffordableluxury,likegourmetcoffee,whichenhancesourcustomers'identitiesas

upscale,trendypeople.

Themostimportantfactor,handsdown,forthesuccessofasalonissatisfiedcustomers.Word

ofmouthisourbiggestwayofbuildingclientele.

StrategyandImplementationSummary

Ourprimaryfocusonthenextyearistoincorporateourexistingservicesintoafull-scalesalon

concept,sothathairreplacementisseenasjustonemorehairserviceoption.Wewillleverage

ourskillsandreputationandourhighlyvisiblenewlocationtoincreaseourclientbasewith

moreextensivemarketingcampaignsonthebenefitsofhairreplacement.

Wewillcontinuetoprovidegreatservice,andwilltrackoursalesandmarketinggoalsaswego.

Wewillworkwithourindependentstyliststoensureaconsistentlevelofqualityandcustomer

serviceatHerrHaar.Wewilltrainthem insomeofthecosmeticformsofhairreplacement

treatment,suchasextensions,soastoincorporatesomeofthatbusinessintothe"salon"

portionofthebusiness,furtherde-stigmatizingit.

5.1CompetitiveEdge

HerrHaarwillbeaplacetoenjoyarelaxedatmosphere,wherethewholepersonistakencareof.

Unlikeatypicalsalon,wewillprovidenotonlybasichaircareandproductsforhairhealth,but

alsohairreplacements,massage,andassistanceinmaintainingcaregreatly.

Althoughourprimaryfocusisonmaleclientsseekinghairstylingand/orhairreplacement

therapies,twoofourcontractedstylistsarecomingfrom veryupscaleboutiquesandwillbring

withthem asignificantfemaleclientele.



Ourcompetitiveedgesare:

Skilledandexperiencedstaff

Helpforallhairtypes(thick,thinning,balding,andanythinginbetween)

Full-scalesalon,notjusthaircare

Newlocation,withhighvisibility

Existingclientbaseofownersandstylists

5.2MarketingStrategy

HerrHaar'snewlocationwillprovideeasieraccessandgreatervisibilitythanallowedbyour

presentspace.Thesurroundingareaisgrowingrapidly,andHerrHaarwillbeabletoreachits

targetmarket,aswellasincreasingwalk-ins.Thereisanincreasingtrendamongwell-off

couplesforbothtousethesamespaorsalon,althoughnotnecessarilyatthesametime.We

willuseourservicesforeachgenderto"pullin"spousesandpartnersseekingqualityhair,skin

andbodycare.

OneofthebestwaystomarketHerrHaaristosatisfyclients.Whenaclientleavesourbusiness

withanewlook,heorsheisbroadcastingournameandqualitytothepublic.Manyofour

clientswillbereferralsfrom existingclients.

Ontheotherhand,forhairreplacementsystems,ithasbeenourexperiencethatclientsdonot

talkabouthaircareproblems,existing,orotheradditionsbecausetheylooksonaturalthatthey

don'twantanyonetoknowthatitisnottheirhair.Therefore,ourstrategyhasbeentousethe

yellowpageadsandtelevision,toinform peoplethatthereisaplacewheretheycangoand

takecareofhairlossproblems,inaconvenientandprivateplace.Wewillbeaddingsomenew,

targetedmarketingstrategiestosupplementourexistingones.

Wewilltargetourthreedifferenthairreplacementgroupsdirectly:wewillliasewithdoctorsand

therapistsattheAnytownCancerTreatmentCenter,andtheUniversityofColoradoCancer

Center;wewilldistributepamphletsandflyerstolocalOB/GYNsandmidwivesaboutour

servicesforpost-natalfemalehairloss,andsendmailingstoallprimarycaredoctorsin

Anytownwhotreatwomen;andforclientswithmale-patternbaldness,wewillplaceadsinthe

localpapernexttomen'sclothingadvertisementsandintheweeklywomen'sfashioninsert,on

thetheorythattheirwivesmayshowthem theads.



5.3SalesStrategy

HerrHaarprovidesthehighestqualityreplacementservicessuchasGreatLengths,andLe

Metric,whilethestylistsarecommittedtocontinualeducationinthefieldofhairreplacement

aswellasbasichaircare.HerrHaarwillalsoprovideproductsthatwereusedontheclient,and

willencouragethepersontocontinueusingtheproductstoaidinmaintainingtheserviceslocal.

Oursalesstrategyreliesoncontinuouslyhighquality,promptserviceinapleasantatmosphere,

whereclientsaretreatedaspeople,notheadsofhair.

Wewilloffereveryclientcomplimentarycoffeeorteawhiletheywait.Allofourstaffwillbe

trainedtobediscreetandcompassionatetowardourclientswithhairreplacementneeds;none

ofourverbalcommunicationsinfrontofotherclientswillletonwhethersomeonehashadhair

replacementtreatments.Theownerswillalsomakethemselvesavailablebyappointmentfor

non-standardtimes,ifahairreplacementclientcannotcomeinduringregularhours,orwantsa

consultationwhennootherclientsarearound.

Wewillalsoofferspecialdiscountsandpromotionstobuildtheclientbaseinournewlocation,

including10%discountswhenclientsrefernewcustomers.

5.3.1SalesForecast

Thesalesforecasttableshowsourexpectationsforthenextthreeyears.Theattached

appendixshowsthemonthlygrowth.

Thefirstcategory,hairandskinservices,includesrevenuegeneratedbytheowners'work(hair

replacementandsomeofthefacials).Wealsocollectallmassagerevenues,andabsorball

directcostsforproductsusedintheseservicesandlaunderingofmassagetablecoverings.

Wedonotcollecttherevenuefrom ouraffiliates'services(theotherfourstylists),butinstead

receiveamonthlyboothrental,listedbelow,whichcoverssharedcostsofusingthereceptionist,

thepaymentsystem andtheutilities,andamodestprofit.



SALESFORECAST

2004 2005 2006

Sales

HairandSkinServices ₦133,700 ₦133,704 ₦140,389

Massage ₦38,150 ₦50,139 ₦52,646



BoothRent ₦31,200 ₦32,760 ₦34,398

Products ₦47,751 ₦50,139 ₦52,646

TOTALSALES₦244,438 ₦266,742 ₦280,079

DirectCostofSales 2004 2005 2006

HairServices ₦31,834 ₦33,426 ₦35,097

Massage ₦7630 ₦8,003 ₦8,053

Products ₦93,876 ₦95,069 ₦96,323

SubtotalDirectCostofSales₦106,473 ₦109,498 ₦122,473

ManagementSummary

JaneWhigg:Owner.Janehasbeenacosmetologistfor27years.Janehasampleexperience

atmanagingasuccessfulsalon,havingrunthreesalonsinthepast.Shehasownedand

operatedHerrHaarforthelastsixmonths.Janehasthedrive,determination,skill,andexcellent

peopleskillstogiveclientsjustwhattheyneedtomakethisbusinessatruesuccess.

JoanWhigg:Co-owner.Joanhasbeenacosmetologistforthreeyears.Joanisahighly

talentedbeauticianwiththedrivetoincreaseherknowledgeandbeatrueassettothecompany.

Joanisknowledgeableinmanyareasofthebusiness,thereforemakingherselfusefulinall

avenuesofthebusiness.

6.1PersonnelPlan

Thepersonnelplancallsforareceptionistwhowillgreetcustomersandreceivepaymentsfor

servicesandperhapsalittlebookkeeping.Therewillalsobetwocosmetologistsonpayroll(the

owners)aswellasthetwopart-timemassagetherapists.Theotherfourstylistswillbe

independentsoleproprietorswhorentboothsfrom us.

PERSONNELPLAN

2004 2005 2006

Receptionist ₦15,360 ₦18,000 ₦20,000



MassageTherapists ₦22,675 ₦25,069 ₦26,323

Cosmetologist(Phyllis) ₦30,720 ₦50,139 ₦52,646

Cosmetologist(Phoebe) ₦38,400 ₦41,000 ₦43,000

TOTALPEOPLE 6 6 6

TotalPayroll ₦107,155 ₦134,208 ₦141,969

FinancialPlan

HerrHaarisexpectinggrowthofatleast5%eachyearandweanticipatetheincreaseto

continueasnewclientscometothesalon.Ourfinancialplanforthenextthreeyearsincludes

severalnewrevenuestreamsfrom massagetherapyandboothrentalfrom affiliatedstylists.

Theprojectionsforthefirstyeararethereforemuchdifferentfrom thestartingbalancesforour

lastyear,evenconsideringthatthepastperformanceincludedonlysixmonthsofdata.The

majoraccompanyingexpenseisamuchhigherpersonnelpayroll,aswellashigherrentforthe

newlocation,toaccommodateallthesepeople.

Ouradvertisingexpenseswillbehigherthanthoseofsimilarbusinesses,becauseafteronlysix

monthsinbusiness,wearestilla"start-up,"andbecauseournewlocationandserviceswillbe

unknowntomanyinthecommunitywithoutheavyadvertising.Wewillworkhardtokeepcosts

downandtouseword-of-mouthasmuchaspossibletobuildourbusiness.

HerrHaarisseekingfinancingtoachievethegoalofbecomingagreathairclinicwhichfocuses

onthetotalwellnessofclients.Wewillusethismoneytorenovatethenewspace,sothatwe

canbuildourclientelebase,increaserevenues,maintainapositivecashflow,andsteadily

increasethenetworthofthebusinesswithgoodmanagement.

7.1ImportantAssumptions

Thefollowingtableshowsimportantfinancialsassumptionsforourplan,includingaprojected

interestratefortheshort-term loanweareseeking.Wearealsoassuming:

Noseriousdisabilityonthepartofeitherownerwhichpreventsherfrom working

NonewdirectcompetitionforhairreplacementservicesinAnytowninthenextthreeyears



Nosuddenchangesinlicensingortechnologywhichwouldmakeourservicesobsolete

GENERALASSUMPTIONS

2004 2005 2006

PlanMonth 1 2 3

CurrentInterestRate 10.00%10.00%10.00%

Long-term InterestRate 10.00%10.00%10.00%

TaxRate 30.00%30.00%30.00%

Other 0 0 0

7.2Break-evenAnalysis

Forourbreak-evenanalysis,weassumerunningcostswhichincludefullpayroll,rent,utilities,

andanestimationofotherrunningcosts.Payrollalone,atourpresentrate,isonly

$8,930/month.Wewillreachourbreak-evenpointatthenewlocationinMarch.

BREAK-EVENANALYSIS

MonthlyRevenueBreak-even$17,601

Assumptions:

AveragePercentVariableCost 23%

EstimatedMonthlyFixedCost ₦13,535

7.3ProjectedProfitandLoss



Weexpectnetprofittoreach₦17,795attheendofthenextfiscalyear.Wewilltakeona

smallernetprofitinyearstwoandthreeinordertoincreasethesalariesofourworkersasthe

salonbecomesbusier.Happyemployeesmakeforgoodcustomerexperiences,which

generatesincreasedrevenues.

7.4ProjectedCashFlow

HerrHaarexpectstomanagecashflowconservativelyoverthenextthreeyears.Thebusiness

willgeneratemorethanenoughcashflowtocoverallofitsexpenses,andwewillpacegrowth

slowly.

Inadditiontoshowingrepaymentoftheloan,theCashFlowtable,below,showsthepurchase

ofnewcurrentassetsinJanuary.Wewillpurchaseawater-andenergy-efficientwashing

machineanddryerinthefirstmonthtocleantowelsanddrapesfrom hairservicesand

massage.


