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	Section 1:  The Business Profile

	Description of Our Business

M&R Ranch plans to breed and sell Thoroughbred horses intended for racing in the state of Texas.  In selecting our breeding stock and running our breeding program, we will use the principles developed by Italian breeder Federico Tesio, one of the greatest horse breeders of all time.  

	Targeted Market and Customers

Current and prospective race horse owners who wish to run Texas-bred Thoroughbred race horses.  Most of our customers are high net worth residents of the State of Texas.

	Growth Trends In This Business

If video lottery terminals (VLTs) are passed by the Texas Legislature in 2009, the horse industry in Texas is projected to generate over $3 billion in revenues.

	Pricing Power

We will not initially enjoy pricing power in marketing M&R horses.  Astute horse buyers will be looking for an undervalued individual, especially at auction.  In order to achieve lower costs than our larger competitors we plan to do the following:  1) grow our own hay and oats; 2) do initial imprinting, sale prep, and breeding ourselves; 3) not waste money on “image” items such as fancy pickups, fencing, or trailers.

Our ultimate goal is to breed a line of Thoroughbreds so unique and promote it so effectively that customers will be willing to pay a premium.  Our long-term objective is to build a market that is not entirely based on price.  Our unique features will include lots of handling and unusual but exceptional bloodlines (i.e. from Germany and Dubai)


	Section 2:  The Vision and the People

	The Vision

We have a long-term plan to generate positive net income each year from breeding Thoroughbreds.  The business relationships we have developed include current successful Thoroughbred breeders in Texas, New York, and Kentucky, as well as the executive staff of the Texas Thoroughbred Association.  They are: David Hooper, Jeanne Ann Stasny,

_______, _______.  (List and explain in detail how they will help you).  

The reasons that we feel our plans are realistic are:  __________.  We are well-suited to pursue this opportunity because: __________.

There are special market conditions that are favorable to our getting started at this time.

They are:   ___________.



	The People

The initial two members (owners) of the business will be Rick and Alison Rowe, who will each own 50% of the interests in the business.

Members’ Experience Related To Horse Breeding Business

Alison’s work experience has been as follows:

   2001 – 2008---Equine Attorney.  Describe your work responsibilities in detail: ______________________________________

Rick’s work experience has been as follows:

   2000 – 2006—Crypologic Linquist in U.S. Air Force.  Started over 30 colts during time in Air Force.  Describe your work responsibilities in detail: ____________________________________

We have personal contacts in Texas and Kentucky from whom we have arranged to purchase our initial 2 stallions.  We currently own a band of 10 broodmares we intend to use for the business.  




	Section 3:  Organization and Insurance

	Business Organization

We have formed a Texas Limited Liability Company (LLC) for our business.  The initial members are Alison and Rick Rowe, who each own 50% of the business.  The initial and ongoing costs of operating as a limited liability company will be a necessary business expense.  Also, since a properly-run LLC will afford us some limits of liability, we feel this is the right form of business for us.  As an attorney, our member Alison Rowe will act as the company’s attorney to handle all aspects of setting up the LLC and maintaining proper business records.  

	Professional Consultants

We feel it is important that our team of professional advisors be in place before we start in business. Here is a list of these professionals:

Attorney:  Alison Rowe

Accountant:  Jim Hodges

Insurance Agent:  Bill Wilks

Banker:  Shannon Martin

Website Designer:  Andrew Kaufmann

Veterinarian:  Dr. Chris Ray

Other:  _________________



	Licenses

Our Thoroughbred breeding operation will require the following licenses.  We will need to research the requirements for our own location and circumstances:

1.  

2.  

3.

	Insurance

We plan to use the services of Bill Wilks, our insurance agent.  Our insurance policies and limits of coverage are as follows:  

1) Equine mortality policies on all broodmares and stallions (list policy numbers)

2) Major medical policies on broodmares and stallions (list policy numbers)

3) Farm & Ranch liability policy (identify policy)

4) General legal liability policy (identify policy)

Mr. Wilks will provide me with a tabulation of all insurance policies and limits of liability.


	Section 4:  Premises

	Our facility will be located on our farm in Bardwell, Texas.  We already own the land, and we will build additional facilities for our business on our existing property.  Our land is an ideal location for our breeding facility as it is roughly 45 minutes by car from Dallas/Forth Worth (with an estimated population for the metro area of 6.1 million) and the race track at Lone Star Park.  This provides easy access to our customer base and makes it feasible for us to market our horses at the Fasig-Tipton auction in Grand Prairie without traveling a great distance.

	Section 5:  Accounting and Cash Flow

	Accounting

Accountant:  Jim Hodges.

Bookkeeper:  Cathy Conlee

Accounting and payroll software programs: Quickbooks Online Edition

Method of accounting:  We will use the cash method of accounting since this is generally advised by accounting specialists for businesses dealing with horses.

Business records: We will keep M&R Ranch, LLC bank accounts and records separate from our personal records.  

Tax issues: Our accountant and bookkeeper, Mr. Hodges and Ms. Conlee, will help us set up records for payments of social security tax, estimated income tax payments, payroll taxes and state withholding and sales taxes.  Our federal employer identification number (FEIN) is: ______________.  

Internal controls:  Ms. Conlee will also help us set appropriate controls for handling funds in our business.  Purchasing, capital acquisitions and signing of checks will not be delegated.  

Quarterly returns:  Taxes will be paid in the appropriate time frames.  Mr. Hodges will help us set up records for reporting to our state franchise tax board.

Bank account reconciliation:  Bank accounts will be reconciled on a monthly basis by Ms. Conlee. 

Balance sheet:  Attached is a separate exhibit of our starting balance sheet.  Included is a schedule of equipment and fixtures needed that will appear on our balance sheet.

Income statements:  Attached are our projected income statements for the first six months and one year. 




	sh Flow Planning

Attached is an exhibit of our one-year cash flow analysis including estimated sales, all costs and capital requirements.  We have included a checklist of all expense items for input into our cash flow projections.

	Analysis of Costs

Attached is an itemized cost-breakdown for each individual mare and stallion that will be in our initial stable (including cost of purchase, hay, feed, medicine, farrier).  Our initial stud fee for our stallions will be $__,000.  Our targeted minimum sales price for each yearling sold will be $__,000.

	Internal Controls

Our accountant, Jim Hodges, is experienced in our type of business, which includes Thoroughbred breeding operations.  He will help us set up a system of internal controls to make sure that M&R Ranch will maximize its income without any of it being siphoned off by waste, fraud, dishonest employees or carelessness.

Included in the internal control policy will be the requirement that the only people authorized to sign bills of sale, make capital acquisitions and sign checks will be Rick and Alison Rowe.




	Section 6:  Financing

	Financing Strategy

Our requirements for start-up capital are as follows: 

Attached is a list of expenses for which we will require either start-up capital or financing.  These items include acquiring breeding stock, building a barn, fixing fence, buying a tractor, and other start-up overhead expenses.  These expenses are included in our monthly cash flow projection to indicate the ongoing requirements for cash. 

Our sources of cash for starting our business are as follows.  We have provided a spreadsheet showing all of the sources of start-up equity capital.

Our sources of financing for starting our business are indicated in the following spreadsheet.  While we will not be depending on banks for financing, there will be other resources available to us such as leasing of equipment and fixtures, credit from suppliers, etc.  Our referrals include the following helpful contacts to lending institutions:  the Small Business Administration, the Texas Thoroughbred Association, friends, relatives, etc.

We are prepared to make presentations to potential lenders.  Our presentation kit includes this business plan, our personal financial statements and personal tax returns.  We will be prepared to be specific in our needs for financing, the payback program and our sources of repayment.  We will furnish potential lenders a cash flow projection showing sources of repayments and we will be conservative in our forecasts.

	Section 7:  Marketing

	Marketing Plan

We plan to focus our initial marketing efforts on networking within the Thoroughbred industry by remaining active in the Texas Thoroughbred Association and attending the Fasig-Tipton sales in Grand Prairie.  We will focus on our horses’ having the combination of quality and unusual bloodlines, lots of handling, and a good mind, to break into the Texas Thoroughbred market. 


	Advertising and Promotion Plans

Short Range Plan (6 to 12 months): Initially our advertising and promotion will be done on an entirely personal basis without any budget for paid advertising.  It will be our plan to limit our advertising budget to personal travel expenses in attending Texas Thoroughbred Association events, Thoroughbred races in Texas, and the Fasig-Tipton sales in Texas.

Mid Range Plan (12 – 36 months):  To establish brand recognition, we plan to budget ____% of our receipts to advertisement in the Texas Thoroughbred publication as well as the Internet via M&R Ranch’s website and the Texas Thoroughbred’s website.

Long Range Plan:  We plan to aggressively build brand recognition and loyalty by budgeting ____% of receipts, which will be allocated between space advertising in consumer magazines such as the Texas Thoroughbred, The Blood-Horse and Thoroughbred Times.  



	Sales and Services

The following procedures will be implemented to ensure payment of receivables and reduce risk of disputes:

We will ask for payment in advance for all horses taken off our property and for all stallion service.

We will obtain written stallion service agreements and written bills of sale on every transaction.  Services or sales will not be provided until client signs agreement.

Bills of Sale will include:

     Price and Terms

     Warranties

     How disputes will be handled

     Provisions about transfer of Jockey Club Papers

     Clause stating changes must have prior approval in writing 

Stallion Service Agreements will include above terms as well as:

    Standard of care for any boarded mare



	The Competition

Our principal competitor is ______________ Thoroughbreds.  We have included a list of all major competitors in this business and a brief sketch including to whom they do business.   (Provide a tabulation of these competitors).   

	How We Plan to Take Advantage of Competitors’ Weak Points

Our biggest competitor is ___________ Thoroughbreds, which has enjoyed years of success and has gained strong brand-recognition in the horse industry.  But they have developed a large overhead structure, which we will not have. They are also slow to make changes or add unusual or foreign bloodlines to their breeding program.  We plan to overcome their leadership with fresh new bloodlines from Germany and Dubai with a focus on a good mind, as well as provide our horses with a lot of handling.  We intend to continually introduce additions and refinements to our program.

Also, our client profile is younger or first-time Thoroughbred race horse owners who are not unduly influenced by established farm names.  Operating with a low overhead, we believe we can gain a foothold in the Texas market.  A similar profile of our other principal competitors is enclosed indicating their weak spots and how we plan to capitalize on these deficiencies.
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