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I. Introduction

InnerChild Inc. is owned and operated by a management team consisting of Shweta Aneja, Lee Christopher, Keira Johnson, Kevin Makice, Jue Mei and Matt Weldon. All currently reside in the United States. 

InnerChild Inc., a new start-up company, offers innovative computer applications for children. InnerChild’s flagship product, dubbed "Brainchild," is a PC-based interactive gaming platform involving software, and-held blocks and a USB interface. Brainchild is designed to provide enlightened and elementary knowledge for children aged 3 to 5, with later expansions planned for older age groups. A more detailed description of Brainchild can be found in the "Products and Services" section of this document. 

Licensed software packages will be distributed with multiple components relevant to a specific theme. Components contain simple visual attributes which may be combined in a myriad of ways with other components to form widgets. Individually, components and custom widgets may be traded among users. Custom widgets, in turn, are the building blocks of modular creatures that interact on a subscription-based multi-player stage. This assembly is performed with a licensed desktop application, which also serves as a simple interface for launching game sessions over a network. 

Several education-based gaming platforms are currently on the market, but none combine computer gaming with both the familiarity and versatility of traditional children’s building blocks and the ability for children to play together collaboratively. 

InnerChild’s strategy addresses a toy innovation need that can only be served by a deep understanding of kids’ psychology and gaming behavior. InnerChild's products are based upon the latest and most reliable research in child psychology and educational toys. Frequent literature review, practical experiments and usability testing form the heart of InnerChild's research and development process. 

II. Products and Services

InnerChild’s premiere product -- currently dubbed "Brainchild" -- is a PC-based educational gaming platform aimed toward children 3-5 years of age. Brainchild essentially consists of two components: a USB-connected hardware interface, and a product line of CD-ROM educational games. 

Hardware

The hardware interface for Brainchild is a sturdy, lightweight USB controller approximately 14"x9"x6" in size. The top of the interface contains a 10"x7" flat rectangular surface upon which children can place multicolored plastic blocks (approximately 1 1/2" per side). The blocks contain RFID tags whose position and orientation can be detected when placed onto the playing surface. The USB interface, in turn, communicates this data to the game application through the hardware drivers installed on the computer. 

This tangible interface is intended to meet the age-appropriate needs of the youngest computer users, for whom manipulating a traditional mouse device is difficult. The hardware has potential applications well beyond our early target user group. These will be explored after Brainchild has been firmly established as a viable product. 

The technologies that will be used to engineer the hardware functionality (specifically, remote position detection and communication with the computer system) may prove to be worthy of patent protection. The initial efforts of Inner Child, however, will focus on leveraging existing solutions to expedite the early iterations of the prototype. 

Software

Brainchild games span a wide variety of categories: Live-action, Narrative-based adventure, Exploratory, Puzzles and other traditional categories. All of these games, however, assume educational as well as entertainment roles. Skills such as memory, teamwork and physical-visual relationships will be addressed by the line of Brainchild games. All of the audio and visual capabilities available at the PC's disposal will be utilized to this end. 

Standard Industrial Classification

As a product, Brainchild straddles two distinct SIC Industry Groups: 

1. Group 3944 -- Games, Toys, and Children's Vehicles, Except Dolls and Bicycles 

2. Group 7372 -- Prepackaged Software 

This dual classification allows for multiple avenues of marketing and affiliations with trade organizations. 

Non-PC platforms

Brainchild will initially develop software (drivers and game applications) for the PC/Intel architecture only. Every effort will be made to include other computer platforms, most notably Macintosh OS, as soon as possible in the development process. The company recognizes the financial and cultural value cross-platform support provides. 

Unique characteristics

Brainchild offers parents and children a unique alternative to the limited feature sets characteristic of competing game systems. Designed with the needs of young children in mind, Brainchild's interface provides a much more exploratory, hands-on game environment than the traditional mouse or track pad input devices. 

Brainchild's physically open interface allows for sharing and collaboration between children. Two or three children will be able to use the interface simultaneously. Additionally, the very nature of the interface allows for games that would be impossible to play with joystick, mouse or keyboard-based games. 

Although the initial games follow well-established and age-appropriate conventions, Brainchild is also a creative platform where kids can change the way these activities are presented on the computer screen. A "sandbox" mode allows children to combine component pieces to produce new interactive objects, each which has the potential to export into a game and customize that application. 
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III. Manufacturing and Operations Plan

Location

InnerChild Inc. considers Bloomington, Indiana as its base of operations. The company is currently seeking office and storage facilities in the Bloomington area. 

Bloomington boasts a high quality of life and is located less than an hour from the Indianapolis metropolitan area. In addition, Bloomington offers a unique opportunity to access a promising range of innovative technology-based companies. This benefit includes close proximity to Indiana University's main campus, a business environment supportive of high-tech industries, and a well-educated pool of available labor. 

The initial distribution for InnerChild will focus on museum gift shops and independent toy stores in Southern and Central Indiana. To this end, an office footprint in the Bloomington area is a crucial step toward establishing productive business-to-business relationships and personal interactions with retail affiliates. 

Physical Facility

As a new company, InnerChild requires modest office space of approximately 200-300 square feet. By the end of the first year of operations, the requirements will expand by an additional 200 square feet of local storage facilities. 

Current office space needs include the following equipment and services: 

· A physically secure environment 

· Local and long-distance telephone service 

· Standard electrical service, heat and air conditioning 

· Broadband internet access (T1 or better preferred) 

· Access to restrooms and plumbing facilities 

· Two computer workstations (preferably one PC and one Macintosh) running the latest versions of the following software: 

· Microsoft Office, or equivalent 

· Macromedia Studio 

· Java Development software 

· Secure Shell/Secure FTP 

· Adobe Studio (including Photoshop) 

· Access to color printing 

· On-site fax and copy machines 

· Appropriate furniture: 

· Two computer desks with chairs 

· Conference table (at least four chairs) 

· Dry-erase whiteboards 

· Secure filing cabinet 

The ability to expand office space without relocating is desirable, but not required. 

Availability of Labor

InnerChild currently relies on existing in-house staff for all internal operations. However, as labor needs increase, the company will seek to fill new positions from labor pools in the Bloomington and Indianapolis area. Required employee skills are expected to include: 

· Product sales 

· Computer software and hardware engineering 

· Research for toy design and development 

· Child psychology 

· Human-computer interaction design 

· Usability testing 

Sources of Supply 

The company is currently exploring third-party options for electronic hardware manufacturing and packaging needs. Manufacturing partners are expected to offer competitive pricing for high-quality and flexible service while accepting potentially small orders during the first sales and promotion phase of this business plan. 

Market Analysis

Industry Trends

The US software industry is in the midst of tremendous growth. With the overall shift in the economy from manufacturing jobs to information/technical jobs, consumer buying habits suggest a move towards software products that provide the most meaningful entertainment during their scarce leisure time. About half of all employed Americans work with information-analyzing information that already exists, generating new information, storing and retrieving information. [7] A growing percentage of educated Americans who own computers and work in office settings will soon be able to work from home. This move towards jobs that require higher levels of education and access to information technology is greatly influencing the buying habits of parents in households with preteen children, who now seek out venues and products that provide an enriched learning experience while enhancing their child’s cognitive development. According to the SPA Consumer Market Report, 70% of people who own home computers and have young children have purchased educational software for their children. [6] As a result, market researchers tracking software trends have identified that the largest software growth recently has been in new titles and companies serving the early childhood educational market. [5] 

An emerging trend in the software industry has been the introduction of ‘edutainment’ software. This type of software adds both educational and entertainment value to the user. InnerChild, Inc.’s ‘edutainment’ product 'Brainchild' will target customers within both the entertainment and education sectors of the software industry. Due to the rising popularity of edutainment learning software, Inner Child Inc. will enter the market in a rapid growth period. 

Description of Total Market

The US entertainment software sector had sales of $3.1 billion in 2003, an increase of 56% from 1999. During that same period, the US education software sector had an increase of 15% to $1.85 billion in sales. Future growth is projected to be tremendous in both sectors. The entertainment sector is projected to increase by nearly 84% to sales of $5.7 billion by 2008. During that same period, the education sector is projected to increase by 50% to sales of $2.8 billion. [3] 

Target Market

Inner Child, Inc.’s target market consists of US households with children between the ages of 3 and 12, with its initial focus on children between ages 3 and 5, who own a personal computer, and who have a family income above $40, 000 per year. As of September 2001, approximately 5 million children were within the company’s target market. [1] 
InnerChild will capitalize upon an evolving market. Research has proven that children are using personal computers at a younger age. As of December, 1999, more children ages 12 and under were using the Internet (13.2 million) than were children ages 13 to 18 (12.5 million). [8, 9] In addition, parents within the company’s target market are increasingly buying software, at a premium price, that provides their young children with opportunities to learn. [4] 

Inner Child Inc will attract customers by providing a unique and entertaining product for young children which appeals to their parents’ desire for educational material. According to Robert Ballard, "Kids retain 5 percent of what they hear and 10 percent of what they read but 80 percent of what they do and 90 percent of what they teach." [10] The company’s product ‘Brainchild’ will enable children to engage in playful learning and discover new ways to creatively focus their imagination within the virtual realm. ‘Brainchild’ will allow young children to assemble modules from a pre-defined set of components. The modules may then be combined to create a customized game. The company will retain customers by periodically introducing new sets of pre-defined components. In addition, the company will allow children to play collaboratively and trade components they have built with each other – thus adopting the strategy of viral marketing. 

The company hopes to expand its market to the console based software sector as the demand for ‘edutainment’ software increases. In addition, the company hopes to expand to the 6 to 12 year old children’s market by offering a product with more advanced game play options. 

Documentation of Demand for Market

From the 2000 US Census, the population under age 5 is 19,175,798, which is an increase of 4.47% from 1990. The population from ages 5 to 9 is 20,549,505, which is an increase of 23.54% from 1990. The total population in 2000 of children under the age of 10 was 39,725,303, which is 14.12% of the total population (281,421,906) in the United States. [1] Families with own children under 18 years old consists of 48.18% of the total families, where only 2.22% families do not have telephone service [1], which means that a vast majority of kids can access Internet at least using telephone lines. With the increasing number of children, the children’s early-age education appears to be a big challenge, which thus demands much higher innovations in the education field and the educational game market. According to the 2003 Census, the median household money income is $43,318[2], which proves that at least 50% of families would be able to purchase our products. In addition, combining computer gaming with both the familiarity and versatility of traditional children’s building blocks and the fervor of the trading card culture is seldom seen in the current game market. The company's innovational game products should be welcome by the target children and their families. 

Competition

In 2003, five companies controlled approximately 64% of the entertainment and educational software sectors. Vivendi Communications led with a 17.7% share. Vivendi’s subsidiary Kids Interactive sells children’s educational software and subsidiary Vivendi Universal is the second leading publisher of personal computer games. Vivendi’s average sales have decreased by 2.4% per year over the past five years. [3] 

The companies which have focused primarily on the entertainment sector have seen average sales increase dramatically over the past five years. Electronic Arts, the leading video game publisher, saw average sales increase by 24.8% and its market share increase to 13.4%. The company spent over $215 million to market its products in 2003. Take Two Interactive recently entered the 3 to 8 year old children’s market with Piglet’s Big Game. The company has had average sales growth of 40.9% and its market share has increased to 12%. The company spent over $57 million to market its products in 2003. [3] 

Product Differentiation

Inner Child, Inc will produce software which is unique in the 3 to 5 year old children’s market. The company’s product will provide children in this market with software that is entertaining and educational. In addition, the child’s ability to completely customize their game and share it with others is unparalleled in the market. Unlike traditional educational products, our product provides a learning tool that allows children to explore, create, and grasp concepts in a context that would be difficult to recreate without the use of computer technology. The company hopes this concept will allow it to capitalize upon the trading card craze within the children’s market. 

Sales Strategy

In a highly competitive business domain, the route to consumer acceptance must be deliberate. InnerChild Inc. plans to follow a strategic sales path that has proven effective for PlastWood (GeoMag), ImaginAbility (Wedgits) and K'Nex construction sets. Products will be distributed in museum gift shops around the nation to establish credibility with parents of children in our target market before contacting corporate buyers at mainstream stores, such as Target. 

Other companies and products that can be found in both large and specialty shops include: 

· Klutz Books 

· Whoozit, chirping birds, hugging monkeys and other plush toys 

· Fridgits 

· Zoobdude 

Pricing Policy

Competing products include electronic gaming platforms for pre-school aged children. With a few exceptions, these units fall in the $50-$80 suggested retail price range: 

· The Leapster (Leap Frog) -- $79.99 suggested retail price 

· Geosafari Laptop -- $59.99 suggested retail price 

· V-Smile TV Learning System (V-tech) -- $59.95 suggested retail price* 

· InteracTV (Fisher-Price) -- $37.99 suggested retail price**
*requires a television

**requires a DVD player and television 

Each master system can expand its functionality and range of activities by swapping component cartridges. Games for these platforms typically fall in the $15-$25 range. InnerChild’s product line is aimed towards consumers who are looking to purchase an educational gaming system with a similar price range and feature set as the products listed above. 

A suggested retail price tag of approximately $65 for the hardware interface and core games package will position us as a top-end product in most museum gift shops, allowing the product to stand out. This will merit the inclusion of in-store interactive displays to demonstrate the value and originality of the system. Additional components will retail for $15 each and will provide new variations on existing computer games as well as thematic games that take advantage of the hardware interface. 

Inner Child's hardware platform will be sold at a minimal profit margin in order to maximize potential market share. The majority of profits are expected to come from the individual games themselves, since these items have minimal per-item cost (namely research/development, CD pressing and packaging). Additionally, the long-term success of the product will be greatly helped by establishing a culture of interest in both the unique interface and the ability to customize games. A major goal for early sales is to generate loyalty through the strength of the gaming experience. This will be accomplished more quickly with the lowered financial obstacles to purchase. 

Distribution Strategy

Inner Child's first-stage distribution channels will be primarily gift and specialty shops located in museums. Zoos, planetariums and other science-based exploration centers stock products relevant to the educational domain, and thus engender educational credibility to their merchandise. 

Inner Child is focusing initially on children's museums in the state of Indiana, supported by a small footprint in online sales. Later distribution stages will include other regional museum shops in the most populated states; endorsement and resource support by national associations, such as the ATSC; and corporate accounts to provide inroads to large department store outlets. 

Competing products in this price range typically take a more direct route to mainstream sales centers, such as Target and Wal-Mart. The competition for shelf space, however, is fierce. Companies with failing products -- known as "dogs" -- have a significantly better chance of staying on the shelves with a larger product line that allows poor sellers to be replaced by newer products. By the time Inner Child establishes real estate in Target, such options will accompany strong consumer devotion. 

Customers will be able to locate our product in museum gift shops and through our website. In-store interactive displays and tie-ins with museum exhibits will allow kids and parents alike a hands-on experience with the product. 

Promotional Efforts

Inner Child's strategy is to align promotional efforts with the various stages of market introduction. Thus, early promotional strategies will be targeted toward the museum gift shop consumer, while later efforts will be more widespread and targeted toward department-store consumers. 

Early promotional strategies include, but are not limited to: 

· In-store "floor models" of Brainchild products in museum gift shops 

· Displays at toy and education-based industry conferences and trade shows 

· Print ads in children's museum trade publications 

· Online presence in web-based child toy sales environments (Amazon.com etc.) as well as Inner Child's own website 

· Product education for salespersons and employees of museum shops 

Later-stage promotional strategies will follow more traditional methods, such as presence in department store catalogs, television commercials and magazine ads. 

Publicity

A deliberate campaign will be undertaken to expose science, education, computer and technology writers to Brainchild. Interviews and product demonstrations will be offered, as well as a packet of press releases detailing various aspects of the design, implementation, history and research. 

Efforts are underway to implement Brainchild as part of special modules of science curricula for regional early-learning centers and schools. Representatives will visit schools and use the games to illustrate basic scientific principles and encourage imagination. 

In coordination with the ATSC and individual children's museums, representatives of Inner Child will volunteer to lead exploratory sessions using Brainchild as a special exhibit. Pilot games and special thematic presentation will be tied directly to the needs of each museum, demonstrating the versatility and scalability of the product while exposing the system to kids and parent. 

Sales Promotions

Contests will be arranged in conjunction with museum membership drives to make use of Brainchild's sandbox mode. Top creations will receive free software or hardware components, and all entrants will earn discount coupons on future purchases, through participating museum gift shops. 

To help advance the cultural aspect of Brainchild gaming, a web site for peer review is planned. Parents will assist children in delivering their creations to a central, secure area where they can be retrieved and ranked. Each month, the most popular artist creations will receive discount certificates. This serves as foothold for future expansion into collaborative activities in the Brainchild community. 

Customer Support

Inner Child will offer toll-free customer telephone support for customer questions and troubleshooting. In addition, online support and information will be available at all times through Innerchild's website. Finally, InnerChild representatives will be made personally available for consultation from retailers, teachers and parents on a case-by-case basis (achieved through personal visits and contacts). 

Customer Conveniences

Most direct sales-related costs will be absorbed by retail outlets. However, Inner Child's expectation is that some consumers may be interested in Brainchild but will not be prepared to purchase upon first sight. Thus, a web-bases sales portal will be in place both for parents who have waited until Christmas season or a special occasion (birthday etc.) to purchase Brainchild products, and for those who have heard of the product through word-of-mouth, advertising or other channels. Inner Child's website will offer competitive pricing and standard shipping options for credit card purchases. 

Assignments and Personal Histories of Key Participants

Shweta Aneja, Product Development Director.

Bloomington, Indiana 

Area of overview includes product design/HCI and technology issues. 

Shweta Aneja obtained her Bachelor of Design degree with a specialization in Visual Communication Design from the Indian Institute of Technology Guwahati, in 2002. She worked as a lead User Interface Designer with Stratify Software India Private Limited for a couple of years in Bangalore, India (2002 – 2004), where she was solely responsible for the design, usability and non-technical implementation of UI applications, user manuals, training materials etc. She is currently a graduate student in the Indiana University School of Informatics Human-Computer Interaction/Design program. 

Lee Christopher, Business Analyst.

Bloomington, Indiana 

Area of overview includes market and business research. 

Lee Christopher obtained a Bachelor of Science degree in Industrial Management with a Management Information Systems Minor from Purdue University in 2002. He is a veteran of the United States Army. He is currently a graduate student at Indiana University in pursuit of a Master of Information Science degree. He also works for the Kelley School of Business as an Information Systems Assistant, where he designs and builds web applications for the undergraduate department. 

Keira R. Johnson, Consumer Analyst.

Bloomington, Indiana 

Area of overview includes audience research and psychology. 

Keira Johnson worked as a Webmaster for three student groups and one non-profit organization in Adrian, MI for four years while studying Computer & Information Systems and Business Administration at Siena Heights University. During her undergrad studies, she also worked as a computer lab manager, campus tutor and student researcher. In her capacity as a student researcher, she conducted research on Web site credibility and presented her findings at four scholarly research conferences. 

Kevin Makice, Project Manager.

Bloomington, Indiana 

Area of overview includes official documentation needs. 

Kevin Makice is a veteran designer with almost a decade of experience programming dynamic web sites. After four years as sole proprietor and workhorse of the design shop, Real World Creations, Mr. Makice worked as a web coordinator for Indiana University's Kelley School of Business. He brought TicketsNow.com onto the web in 1999 to establish that Illinois company as the leading online resource for premium event tickets. Mr. Makice left the business world for academia in fall 2004 to pursue a Masters degree in Human-Computer Interaction Design at Indiana University's School of Informatics. In addition to studies, he also serves as an editorial assistant for the Journal of Computer-Mediated Communication. Mr. Makice graduate from DePauw University in 1990 with a B.A. in Physics and has some background in journalism and acting. 

Jue Mei, Quality Assurance Director.

Bloomington, Indiana 

Area of overview includes quality control, usability testing, focus groups etc. 

Jue Mei currently works as a web master in the Instructional Consulting Technology Services at Indiana University, Bloomington. She has 10 years' professional training in Fine Arts and two years' experience in web design and database design. Before her arrival in USA, she worked as a Quality Assurance Engineer & Publishing Service Associate at iUniverse.com in Shanghai, China. She received her Bachelor of Engineer degree at East China University for Science and Technology in Shanghai, China. 

Matt Weldon, Marketing Director.

Bloomington, Indiana 

Area of overview includes marketing, presentation, branding and public relations. 

Matt Weldon is a web and software designer, sometime programmer, electronic musician and graduate student in the Indiana University School of Informatics Human-Computer Interaction/Design program. He holds a bachelor of science in Informatics from Indiana University (2004) and an Associate of Applied Science in Computer Information Systems/Web Development from Ivy Tech State College (2003). 

Matt's skill set touches upon a wide variety of fields, including flash and java game development, artificial intelligence programming and web design.
Compensation

Salaries 

Initial salaries will be distributed evenly among the six founding members, assuming 20 hour-per-week involvement by each employee, at individual rates of $1000 per month. This figure will be reviewed and adjusted quarterly as updated financial data becomes available. 

Other Incentives

Founding members will own company shares and may draw appropriate dividends and stock appreciation benefits. 

Available Resources

The company will rely on strong professional relationships to achieve a successful enterprise. The following individuals have been identified to provide additional counsel in legal, financial and other areas: 

1. Rebecca Leitman Veidlinger (1610 South Pickwick Place, Bloomington, Indiana) -- legal assistance on copyright, trademarking, incorporation and contracts 

2. Judith Maki (Maki & Clune CPAs LLC, 3880 East Third Street, Bloomington, Indiana) -- accounting practices, payroll, tax requirements, retirement planning, charitable donations and budget planning 

3. Steve Ruiz (4201 East Third Street, Bloomington, Indiana) -- insurance coverage and employee liability 

4. Amy Makice (Creative Family Resources, 3925 Hagan Street, Suite 100, Bloomington, Indiana) -- guidance in issues of child development and role of toys and games in family dynamics 

Trade Associations

InnerChild is in the process of establishing relations with several relevant trade associations, including: 

· Juvenile Products Manufacturers Association (JPMA) 

· Toy and Game Inventors of America 

· ToyDirectory.com Inc. 

· Toy Industry Association, Inc. (TIA) 

Financial Analysis
The Excel file contains all required financial statements (i.e., cash flow statements, income statements, etc).  (Excel file included in email with this document).
ASSUMPTIONS

Initial Funds

The following are additional details for the initial funds: 

· Equipment -- 3 computers 

· Furniture -- 3 desks, chairs, filing cabinet, lights, table 

· Working Capital -- Amount necessary to have a positive cash flow 

Income Statement

The following are special considerations for the income statement: 

· Owner’s Compensation -- The owners will not receive compensation from the company other than their salary during the first three years. 

· Salaries -- For the first year, all employees will work part time while still attending school. Their salary will increase to $2,000 per month for the second year and $4,000 per month for the third year. 

· Worker’s Compensation -- The employees will not receive this benefit for at least one year. 

· Employee Benefit Programs -- The employees will not receive any company paid benefits for at least one year. 

· Advertising -- The bulk of the first year’s budget will be used during the final four months. While the second year’s budget calls for $240,000, it will probably be closer to the third year’s budget of $480,000. 

· Car & Truck Expenses/Credit Card Charges -- The company will not own any vehicles for at least one year. In addition, since the company will have minimal sales for the first year, credit card charges are expected to be very small the first year. 

· Insurance -- Estimated at $120 per month for the first year, the company will have fire and theft insurance on the office space and its contents. This expense is budgeted to increase as the company grows. 

· Legal and Accounting Fees -- Estimated at $2000 for the first year for accounting services (compilation of financial statements and income tax) and $1000 per year for legal consultation. This expense is budgeted to increase as the company grows. 

· Office Expenses -- Estimated at $50 per month for the first year. Consists of cleaning supplies, light bulbs, equipment maintenance, and other general maintenance items. This expense is budgeted to increase as the company grows. 

· Postage and Shipping -- Estimated at $50 per month for the first year. This expense is budgeted to increase as the company grows. 

· Rent -- For the first year, a 200 square foot office will be leased at a cost of $15 per square foot. This expense doubles each of the next two years to allow for expansion and/or moving to an area with higher rental costs. 

· Rent on Equipment/Repairs -- The company will purchase its equipment and will not have a rental cost. The company will lease its office space and not have to worry about repairs to the building. Any electronic equipment repairs are covered in the miscellaneous expenses budget. 

· Supplies -- Estimated at $50 per month for the first year. Consists of paper, ink/toner, and other office supplies. This expense is budgeted to increase as the company grows. 

· Telephone/Utilities -- The company expects this to be included in the rental cost, since the company will rent office space at a higher square foot cost. 

· Travel -- Estimated at $1,000 per month for the first year. If the company changes its sales model, this expense will increase dramatically and the advertising expense will decrease dramatically. Either way, their combined cost should be an accurate total cost. This expense is budgeted to increase as the company grows. 

· Miscellaneous Expenses -- Estimated at $300 per month for the first year. Consists of electronic equipment repairs and any other expenses not previously covered. 

· Commercial Loan -- Estimated monthly payments on the initial $270,200 loan. 

Gross Margins

The following are special explanations of the gross margins: 

· Game System -- Since similar products currently sale for $50-80 and Inner Child would like to fit in the middle of this price range, the company has a target sale price of $65. The material cost is the cost the company will aim for, but since the technology has not been determined, it is subject to change. 

· Software -- Inner Child would like to be in the lower price range in this sector and has chosen a sale price of $20. 

Sales Forecast

The following are special considerations for the sales forecast: 

· Game System -- Inner Child plans to begin operations in September 2005. The first seven months will be dedicated to development and testing. Beginning in April 2006, the company will begin manufacturing (via a third party) the system. The system will hit the store shelves beginning in June 2006 with a goal of selling approximately 13,000 units thru the 2006 holiday season. The sales goal for 2007 will be approximately 32,000 units. 

· Software -- Inner Child has a goal of releasing a new game for the system every five to six months. The initial software release will be November 2006 with a holiday sales goal of 2,500 units (assumes 10% of system owners will purchase the software). By the end of 2007, three pieces of software will be on the market. The sales goal for 2007 will be approximately 16,000 units. 
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