MINUTES 

of the Think Tank addressing 2007/ 2008 held in The Thomas Nelson Suite
at The Prestoungrange Gothenburg on July 24th 2006
All directors and senior managers of those companies trading 

at the Prestoungrange Gothenburg were in attendance.
A I D E   M E M O I R E  

The Think Tank had before it the first two years’ trading results at The Prestoungrange Gothenburg, for East of Scotland [EOS] and Fowler’s Ales, to June 2006. In both areas progress had been achieved towards the goals originally set but successful profitable trading had not yet arrived.
East of Scotland [EOS]:
Strategically, EOS was unlikely ever to reach cash/ trading breakeven as currently configured without sales of at least £900K to £1 million.  What was now certain to the team was that within the walls of The Goth itself that sales target could not be achieved. A ceiling of some £750,000 by 2007/ 2008 might be reached but that would certainly constitute full capacity. Only most considerable future success with GothOutdoors could make the overall sales targets attainable. Without that Goth Principles % for the Arts and Senior Staff bonuses would remain as illusions.

[There were additionally operational challenges to be met even within the current patterns such as the very disappointing GP for Drinks and the Operating Margins which included very substantial staffing costs for the catering and restaurant areas. This had been just lately demonstrated by a ‘disastrous’ month for June 2006 where the highest ever monthly sales at £66,000 had given rise to the largest ever monthly loss including the collapse of the Operating Margin.]
Fowler’s Ales:
Strategically Fowlers must sell at least three times it current volumes to become a successful enterprise. Fowlers now has an excellent brewing tradition and CAMRA recognitions at The Gothenburg to die for. But its strategy for bottling and for wholesaling has been delayed repeatedly and must be realised sooner rather than later [notwithstanding the synergetic opportunities that exist for additional ‘tied’ sales as GothOutdoors succeeds].

Baron Courts [1998] & Prestoungrange Arts Festival [2006]: Strategically these two arts festival operating companies are at a threshold as the originating Trust funds are used up and the challenges for the future lie with seeking [i] commerciality on classes & festivals; [ii] further external grants;  and [iii] Goth Principles commissions. The new management team is reluctantly emerging for [2006] and the Charity and Commissions are able to provide transitional funding but the long term must be planned and resourced.  
Discussion and Suggestions

All present acknowledged the bankers’ imperative re 2007 as a ‘cash neutral year’.  And it was accepted that reengineering of EOS offer to customers was both appropriate and unavoidable in 2007 in the light of clear trading patterns. Such changes as emerged should be implemented by management at the earliest opportunity and fully incorporated in the 2007 budgets. 

The following were put forward for the directors to determine:

· Total Gross Margin for Food and Drinks combined should be 60% in 2007

· Operating Margin i.e. after further deductions of direct staff costs, should be at least 40% in the 2007 calendar year budgets
· Prices bought in and sold to customers must be reviewed in all areas of the enterprise to make their contribution
· That The James Fewell Bar and the James Park Bistro should both be closed on Mondays throughout the Winter and as appropriate across the year except for High Days and Holidays. 
· In respect of such Monday closure above [and all other varied patterns of opening agreed upon] direct staff costs must be eliminated but indirect staff must be accessible for conferences/ meetings/ tourism enquiries etc., and that appropriate arrangements with Notices must be planned.

· That with the smoking ban effective, the James Fewell Bar should deliberately pioneer and develop a ‘simple’ Snack and Specials Menu for sale from 12 – 2.30 pm and 5.30 – 9pm during the week, including times when the James Park Bistro is also open.
· That The James Park Bistro should close at 2.30 pm on Tuesdays thru Thursdays but with the Bar Snacks / Bistro service offered from 5.30 pm as above and overflow as needs be to James Park seating.

· That the Bistro Menu should be simplified, limited excellent Specials offered, and portions reduced so that more customers take starters or desserts.

· That all Sunday trading for food and drinks in Winter months should be from 12 noon to 6 pm except for High Days and Holidays.
· That throughout the week all year round the James Fewell Bar should open at 12 noon till 2.30, close during afternoons and the open in the evenings from say 5.30 till 10.30, with the Snacks and Specials food service ceasing at 9 pm.

· That the backup staff cover always needed at night time in the James Fewell Bar on quiet periods until 10.30pm, should be occupied with other ‘planned’ activities so as to make it cost effective

· That the Goth per se should move to reactivity rather than proactivity for most events, with the Arts Festival as an arms-length customer and proactive partner.
· GothTuesdays should certainly continue driven from the James Fewell Bar with 1000 members as the database

· All the above hour limitations and resultant focusing of staffs in the catering and restaurant areas should be variable as indicated above for the Summer and High Days and Holidays; but unnecessary customer confusion must be avoided.
· That front line supervisors must play a key role with proper briefings in helping make sales of activities that are offered e.g. Beer and Music Festival, Music Nights in the James Fewell Bar, Goth Membership etc.
· That a sales dimension was needed to reach incomers of the housing estates as well as existing Panners and that this should be structured in as well as the drive to gain tours and conferences/ seminars on a piecework basis but without increasing full time staffing.
· That the significant implications of the above reengineering for staffs and times could be offset by success in the Pennypit Contract in August/ September where a ‘guaranteed’ customer base with designated opening hours was likely to apply.  Conversely if another contractor gained the Pennypit Contract new competitive pressures could well  impinge on the Goth’s trading and sponsorship patterns locally and call for further reengineering.
*
That Fowlers was currently on the brink of resolving one way or another the twin challenges of bottling and wholesaling.  But if the outcomes were not successful in using the capacity currently deployed for calendar year 2007, the budgets will necessarily look at ways in which the cost base in the microbrewery can be restructured in association with the James Fewell Bar. [This must be a requirement whether or not EOS is successful at Pennypit and elsewhere with GothOutdoors where sales growth would bring considerable volume growth.]
*

That Prestoungrange Arts Festival [2006] quite simply ‘has to succeed’ and that all necessary effort should be made to that end. The emergent team had until end 2007 with transitional funding.  The team had indeed had    notable successes in raising external funds, creating art classes, and organising the Three Harbours Festival. But it must take over the baton and advance its ‘own’ plans for the arts future in Prestonpans and its relationship with Twin Towns Port Seton and Cockenzie. Gillian Hart was assuming the role there of Secretary/ Treasurer.
Nothing stated above should incidentally be seen to detract from the professional skills of the artist community that has given its support since 1997.  However, it had to be clearly understood that the arts activities had in future to be ‘customers’, even though favoured customers, of EOS.  The present pattern where Gothenburg Principles in The Pans applied to the arts via EOS resources before the Goth realised its ROCE of 5% for investors could not continue into 2007.  
*
The 2007 Calendar Year Budget Cycle: That the Finance Director be asked to create a template for EOS and Fowlers for 2007 that has the required assumptions present and senior managers debate with him how that can be accomplished using the reengineering ideas pinpointed above. And that a projected budget for 2008 shall also be identified that brings both EOS and Fowler’s to 5% ROCE before depreciation. 
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