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 RETAIL OUf Lml ROPUSAL ALALYSIS

; Haviag maﬁe cut a dpnendably accurate
;9timata af tha saleq notantial af thn nronnsed new

autl@t, ; Retsil Outlet Pronossl Aralysis  is imperative.

this: snalysis purﬁartﬁ to shew the justification of
the prﬁpnsal in teras of return on investmert and
ather-criteriarsneh as payuback period {or payout

erioﬁ) and the Discennted Rata af’ﬁoturr or

invaatment.

First snd foremost, the area czlosman or the
person coneerned who makes this proporsal will have

to determine 1n what pronortion of the dif:erent

pradee of gaseline is the estimated volume cnmﬁosed of.
To do this, the qalﬁqman will first determine the tyves
of retail trade hP expects the proposed cutlet to be
canable af doinr.‘that is, he has tn determine the
nerc#nt braakdown of the estimated sales of cach gracde
f vascline - nrsmium paqolinv, ordinary gasoline and
dieﬂal. Thure &rn no hard and fost ruidelires. The

salesman will make use of his experience ard knowlecre

e o et

of the area to arrive at this percertase hreakdown.

*or eiamale, he gay base his analvgis on tho breakdovn

'u%sf éifferant frsdes of masoline of arother




cutlot af tﬁo lﬂuvﬁay in the vicinity, or on the

nroportiOh of the tyne% of ?rnffic -residential,

commerainl nnd tranqient in the ‘ares,

- Inrthg 1llustratior used, ginée it is=
nredbﬁin&htly‘a rasideUtia1 area; the following

troakdewn is reasonably accurate:

reskdewn' f_ "'tad Salec Voluma bx_vraQQ

1) "eqa mxtra baqsline 6@»‘ 120,500 1.6, 155,200 A,G,

?)  isse Orﬁipary

Gasoline 20» 43,200 51,840
3) Lsso Liesel ~ 20% 13,200 51,8L0

100% 216,000 1.7. 758,880 A.G.

———— oo -

For the Hetail Outlet Proposal fnalysis,
commonly knewn as B.u.l. - 12, the estineted sales of
zach ?féde of gagoline are recuircd. However, the

fali. U. - 12 calculatiorq are ir Americar urits, that is
UeSew and U.b. 3allon or ﬁmaric n Galion (A.G4),

therefore eomversion from the Immerial «allors (L.i.]

N 0
of the‘estimated sales and ¥ layarn ¢ have to be made.
o Mol = 1541063256
P wersio | s are o .
I'he conversion factors & 1 Tole = 142 AuGa

,,..La.,. W e, s

.30 |
?rajpets hv?? to be aprroved by H.S5:b.,

k‘ ’ jt‘” - A. T a
New Yo Ko Thua conversion into American un - !
r*gl- 48 necessary so that computer processing

and 1.5,
can,ba ,cilitateﬂ.




- Aﬂ the nrimry Ob"ﬂCt1VP AT the B0, .12

i3 to asqess the Justifieation of sich 71 invectmert
investmert,
*heinetail grcas profit is of secnndarv immnrtarce as

it bartaing to the oneration of a dezler orly

The per unit vholesale yross nrafit nergin

is nhtained by addin:: the gross wrovit margin for

-ach armaa of ?&aaliﬁe to the diflference bvetveen

its panp price {ie.¢. price #t the outlet) anc its list
srice (i.@. price ex=-storage point or supoly point).
“he calculation for the wholesale «ross profit

sargins for each grade of gesoline is &3 follows:

The prices and fross wargins Are those

certninine to Inoh arca.

sxtra Ordinnry  Diesel

. . . v coAs v saa ey . iy . Ve ’;
“usp orice ner l.ii. IR2,17 eI SO0
(int price per I.i. 217 e SIEL:
" i ’ i : L - 1‘: j H:.,
if+r-rence in Mg per l.i. = P00k

bnnvarted to U.S. £
31

- - ¢5.0,00271F
per A.u. ‘ ¢ 1f

Conversion 1% ‘ho n oo £51llows:
1 1 ,JQ L] 1 4{ AD‘\J. l b La)o\l’.ﬁ"‘%’) B .
“ifference of ¥$l per 1,6. w UoBe1e32b0 X i},_par Aair.
-f .
hiffergaeefaf\lé(ﬁ)ﬂper 1,6 = Ul g*%iq 1Nt g mer

= 1.5, 0.00271 ¢ per A.i,

& ¥
A PR




“dd: vross Profit
xarg;n,

ver A3y L.5.0.0%0 eg D071 0.04023¢

i}?(ﬁ}wff‘.alﬁr{—;mﬁs = , )

‘rofit Margdn T

~or fele LS. 0.0700H4 0 D 00713 U0540,009234 _

PR .

s 1 5 e ] ) ) =

T . e
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synorierece to be slirFhtly over 10 of vhe correcnondins Z
crodes of rasoline. Thus, the ertimates? soles volume o
af sisso vxira Motor Oil is 1,700 &.0, ner yowur, and -
Caro Zotor U041 is ectimated ot 520 H.0. ner veoar. The -
vbnlenélé rross vrofit marrins for these mradvets B
o obtained from the table »of gross profit %ﬁrﬁins.“w f 
"he rest of the section on . nerstins ol is ~re self-
px~laratory and tha‘calculatiann ars chos o the

vorksheet for H.U.D. = 12 attachec. [enroc otior is

3,
c-leulated 8t 5~ orn imnrovewrtn ord 1. souinrernt,

Or the section, ‘udret Frovoassl, omoer

s ‘e . .- D et 3R © e .
e v o B A -l S e T3 o I T B A -

32 % % N N T
These Tross NI'o 44 iy S e T “‘l;.
. . . ,: T L R o e 1«,;;,1' ‘Yo - ! R
froq Gross Margin Table computod by T oo a
Capleting Apalysis Pent.

33

Log. cit,

oS ' e = 12 ealonlatioe
“Tor the purnose of eleite = Lo BE 0 ’
the depreciation rates are stated aswa&oxg.ymkfgpgri%?r
vie made to undersatand that for purpose w;m5t;i¥¢m:,ﬂm
thr book volues of assels, strairht=1line deproclation
* 2 AR : 3
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COMPANY; DIVISION

ILLUSTRATION 12
RETAIL OUTLET. .. ANALYSIS PROPOSAL

| . .
DEALER /LOCATI
| / ON c Al R
| 1 SALESMAN | DATE:
S . 1 | APR NO,
T - e e ..,Z‘. S
OPERAT\N G ANALYSIS ) e
RFTA'LVEROS\ PROF\ ESE-BUD-
per unit Amcunt | PRQDUU QR S[RV:CE W’j&q}gs.s_?_&gﬂlﬁ,.
e e per unit Amount
- - . aO78R8 glga@“

207313

Comm. Dise

YD(M Fuely

“Other Motor O

Tatal Moty Qi

Tm‘s and |

Bmcnrs

- - -
‘ 1 75
Other Resaje Merchandise - % -

Tmalw, Products

Lubrication
Special Lubrication

\N:\:ihi Polish, Wax

Other Services

Repair Income

B

Total Servic

Other Income (Parking, etc.]

(al.261,400

¢ 100% Total Gross Profit m__ :
OEALER'S PROFIT OR LOSS Amount % ;r'oa""‘ COMPANY PROFIT OR LOSS per unit Amount
< danes & 'Wag:s & Terminal or Depot ™ $§ 280
Moy @ Men @ g : § Delivery
HMen @ Men @ %X Commission Agents -
gt & Ins. on Empl. w Salesmen & Advertising 900475
Dealer's Labor 2 District, Terricory, Division Office 00877
2 Non-Controllable -

"\'omi Labor

vlv(

Total Wholesale Expense

Tt & Licences

Wholesale Profit xmctions)

sedorm & Laundry

Rents Recewab\cm peyr mend

Liply Supphes

Sdvertuang

_Rents Payable

foral Other Expense

j Rent or Real Estate Expense

‘ Tmul Expense

STATION EXPEN SE

epreciarlon

“Tax:s & lnsurance(" ,«mo r\()]:‘”

‘Malntenance

‘Other
Jatal Station Expeuse

| Real EstacedER or (Lossi

‘i‘,.:-,mLss F’v ofit

' Fapaier Labor)

Company's Net Profit XICRY

BUDGET PROPOSAL

wor Fucl ’E“u“sme &nm‘l'ﬂr;;ﬁlng Area

DEveLop (] REMODEL (1 OTHER [

Ser?ed From

RT Miles &

INVESMENT DATA

450 - Before Proposal After Proposal
= Slore T2k PRESENT. THIS TOTAL PROPQSED ADJUSTED
- BOOK VALUE PROPOSAL INVESMENT | CHARGE-OFF INVESMENT
L and 20007 = £19536
2 imgroveﬁ\ents Q00 -
3 . Equipment y ) -
4 Sub-Total - ‘ -y
5. "Expense .
6 ;Total . -
7. Gompany Lease Conditions Period -
8 Dealer Lease Conditians . - .. Period -
"9 Nt Profit’ ‘Before - Income Tax ’
107 Net Profit After in Tax (Raxm %! —
- Bp Return on_ |nvestmant S L
‘ nvestment Cost Pér Barrcl (Sa!es 42 AGBbls) - (Total Adjusted Tvest + Total Fuel Sales Bbis). ] 6164 [ :81
- ' Wﬁ mtmm ..'.'. usm.azss 7B




Page 1.
CUT LT

Lk; : » &\AJN

UATE: 19

vales | Gross Profit

Jelivery -

ket Profit amount
A e

A 860 n"

) & | -

- : .5@?8
- ' .S‘M

B :’.6?647

268,880

2,520

otal Vul of A1l Products x Factor
) Total Wb of Mecuels uelivered

058,880 |

sy Tank 'ﬁmqk wly x Factor x Re
' B Lrip Distance

suLaers

rvice ohationt

falling o tiomw‘}. ‘

NLJLE u‘;l L-'\J o ‘Uq

“ivtor vtl - 6/1 Ctn = 6,

TOTAL




,“ f'fr‘ro inn&nésd itena aueh,as atati&n
g, Iubiteriss, Esso Oval, eto.

7 Eqaipagat
nclude yalpa, niruuetqrs, underground tanks, car

hoiata taé elr wash ragp, ete, Installatien eests 0f

these 1@&!3 af cgnapuent are alse 1ncluded.

| . 35, A
R Thn vngc of return is 25. 5% , and tha
pgy-out(tr pﬁy baek) psrieé is 3.5 yeara. The
prspestl 19, thsrtfere, attractive. Generally, the

B.B‘ﬁa -‘13 is aa apprnxinatc ‘calculatien of the 7
“eco:;_V iil$%111ty of the preposcd eutlet. If thai ;7=
ruta af r!tarﬁ on. inveatment is less than 104, then o
a disesaateé rate af return must be run. For the |
purpcse of illuetrution, the discounted rate of

retura (alsa kaowa as the discounted cash flow analysis)

an the 1aveuemaat is also shown below.

Tha D.C.F. Analysis covers a period of 20
y&nrs. The hnae year voluse, as stated ﬂf??\ﬂusly, is

the vciuas eztintted which is also the aecavd vear

) 35Th1a is & simple rate of return on
investnsat ‘ealculated by the formulas: Annual et profit
after t Jfeotal: in?es%memt. ‘It is aprarent that the
rate of T retura on. investment enurog be the samg throughount
the 1ife of the proposed outlet. However s
nugesiary to d.tzimise this gimple rate f retgrn to
find aut uhethar a proposed © eutlet is worthwhi e

Gut“ietu o




 : ¢“§$0S,frﬂn;an:¢1«g@ny.;r,zgﬁg,,"7

In the an&lysia,_'ﬁhe sveraza gross profit
'mnrgin nftdr marketing expenaea“ is derived by
reéueias tha satal srwaa profits by tha wholesale and

—sut.mn ;fjlf;ace as ealculsted in the B.U.D. - 12;

1§his éiffertaa; 13 then diviﬁed by the nnabsr of
barrelsre%tuineé in B.b,D, - 12 also. Therefore,
V”The avsragg grean prefit margia after mnrketing

axpenae; fiwﬂ 299 _per bbl.

4 ,,,"?32.2 per b’bl. B

!he gross prcfit 4s then calculated by
nultiplyi&g thﬁ annual volune/year by the averare gross
prafit nn&gin abtainod.

| The residual value is equal to the value of
lnad nt 1ta lcquiaitioa cost, since improvements and
vquipnsnt, uhich are depreciated at 5% and 10% annually

respectivaly, uill bo reduced to sero after twenty

7&:r;,1ﬂ,,ﬂ A

A f,,,f!ha raat of the anslysis are self-explanatory.
ﬁhen thn yaariy caah flows (line 12 in the D.C.F.

"Thgge greuth ratas are obtained from the
th rates for 8 period of 20 years uhich

epared mainly for this purvase by E.S.M.L.'s
””Anﬁ'ysia Bﬂpt-k  o




an&lyais’“hraﬁabtaiaed the DCF rate of return can then
he d?t?ﬁiﬁﬁéc

This is calcalﬁtad to be 27.5%, which
is very favuarable.

Et is cesuned that up to this point, appreval
o pﬁtpblashiny a se”vice station in the particular
o Ratits haw beeﬂ ebtained from fhﬁ authovity concerneé.
Thiea iq receaﬁarily so, otherwise all the effer%s
in Sﬂlnbting and evsluaiinf a particular site will be
we s ga, ﬁheu the prOpasad new outlet has been 3ustified
by the Rata Gunet, Propasal Analysis, or the BUD - 12,
in tvrms of rate af rvburn on investment, pay back
period and the DCF rate of return, and in some cases,
Hy the urgency and desirab11ity of havinrs an outlet at
a narticular area, authori'ﬂtion or approvriation of

Tunds 1@ made out ;cr the development of the nroposed

"iﬁ’tﬁe~meahtime, tender for construction is
in"ited fru@ tha Pomnany‘s contractors. Also the
arnsa qalesman who is in charre of thws particular area
will be 1cok1ng for a suitablp n«raon to opcrate this
Outlet., Once eongtruction is complwted, the selected

dealer uill cammsnce cperztion,
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