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To:
Dr. Nargundkar
From:
Puja Desai, Francisco Segovia, Danielle Walker
Date:
May 22, 2006
Re:
Road Atlanta Project Profitability Analysis
Thank you for giving us the opportunity to review and analyze the proposal to open up Road Atlanta’s racing events for general public viewing. The information needed to make a sound decision about the operation of Road Atlanta is contained within this memo. 
I. EXECUTIVE SUMMARY
Road Atlanta presently hosts racing events that are “invitation only”.  With this current structure, you cannot benefit from the potential revenue that could be made if the raceway opened to the public.  The company will incur more costs in areas such as salary, advertising, and insurance, but those costs could be covered by the additional revenue made in sales.  It’s time we looked into the pros and cons of making our racing event open to the paying public.  

II. ARGUMENT: OPEN EVENTS VS. CLOSED EVENTS
Based on our influence diagram and spreadsheet analysis we recommend making this an open event to the spectators.  In a single weekend we can attract at least 5,000 spectators at ticket price of $25. Road Atlanta stands to gain an additional $57,201 than if it operates as a closed event.  5,000 spectators would not an unrealistic number considering the fact that Road Atlanta is only 50 miles north of Atlanta and the city has a respectable base of racing fans. We consider our analysis to be substantially accurate, given the fact that we have considered all of the costs/revenues of hosting a racing event and there is no historical data to fall back upon.

III. COST/BENEFIT ANALYSIS
· In case of Road Atlanta deciding to invite spectators and none show up, Road Atlanta would be losing $89,625.00
· To break even, Road Atlanta must be able to attract at least 3,259 spectators.
· In making a closed event vs. open event judgment, it should be noted that if 2,000 people show up than we are actually worse off than if we decide to keep it closed.  For 5,000 spectators, we gain $57,201 than if we operate as a closed event.  If 10,000 spectators show up the company would gain $193,687 in extra revenue.
· If the ticket price is reduced from $25 to $20 we would be able to breakeven should 3,976 people show up.  Moreover, if the ticket price is increased to $30, the breakeven goes down to 2,761 spectators. 
· Funding for additional wages is required for staff members and security if more than 2,000 spectators participate in the event.  Each staff members will receive $.17 for each additional spectator.  Each security will receive $541.00 for an entire of service.
· Sales revenue is based on the percentage of spectators that attend the event.  Concession sales are based on the average spending of $4.00, and the company will receive 30% of those sales.  Approximately 25% of spectators purchase souvenir, and the average sale is $17.00.  Road Atlanta will receive 40% of these sales.
· The company will incur additional insurance costs that accumulate to $2,893.
· Additional fixed costs that the company will incur if it opens to the public include advertising, a fee for selling tickets, and a fee for the souvenir shop.
