Initial Sales Report 10/17-11/13/02

Strategy

Surplus Advisors conducted a test run from 10/17-11/13/02 to determine market appetite for “Brand A” product.  This test was designed to not only provide an idea of Average Selling Price, but also channel capacity.  Surplus Advisors employed the following techniques:

· $9.99 listing price with no reserve to allow the market to determine demand for product with minimal downside risk to “The Company”

· 500 targeted emails to our database of existing customers to generate interest

· Featured “Brand A” product on our store home page to illicit “Buy it Now” purchases at premium levels to auction

Results

Summary Data of Auctions

	
	ASP
	Average Total Revenue
	% of MSRP
	Average Page Views
	Auction Completion Rate

	All “Brand A”
	$25.86
	$35.86
	15.57%
	65
	87.5%

	“M” Class
	$52.01
	$62.01
	18.91%
	
	100%

	“L” Class
	$16.72
	$26.72
	12.22%
	
	88.89%

	“P” Class
	$9.99
	$19.99
	15.37%
	
	75%

	
	
	
	
	
	

	Surplus Advisors Averages*
	$89.86
	$99.81
	36.13%
	187
	100%**


* Typical product mix of “Brands S, C and B”

**No Reserve Auctions

Notes:  

· It became evident that there are three different classes of  product

· Five additional auctions will complete on 11/14

Explanation of Summary Criteria

· ASP – Average Selling Price

· % of MSRP – This metric is valuable for forecasting future sales since customers often bid based on MSRP since they have no knowledge of product cost

· Page Views – Measure of traffic to listing.  More traffic typically means more interest and potentially more bidders which will maximize profit for sellers

· % completion – Valuable since non-completed auctions still incur fixed costs

Conclusions

The “Brand A” brand does not generate auction traffic on its own

· Auctions for “Brand A”  products from other sellers on eBay averaged 48 page views between 10/30 and 11/12

Surplus Advisors drives traffic to “Brand A” auctions

· Surplus Advisors auctions for the “Brand A”  product averaged 65 page views, or 35% more than other sellers 

· Customers who find our auctions for other products are exposed to “Brand A” products through embedded links and auction galleries

· Targeted marketing to our customer database increases exposure

Test of doubling of amount of product this week (11/11-11/13) showed mixed results:

· “M” Class line maintained ASP with increase in volume

· “P” Class maintained ASP, but saw an increase in unsold items

· “L” Class saw a decline in ASP and an increase in unsold items

· The channel can handle an increase in volume but there will be some erosion in price and a higher percentage of unsold items

Surplus Advisors has created a market for “Brand A” among our core bidding base

· Same bidders bid on multiple product lines

No online store sales at fixed prices occurred 

· While the Surplus Advisors online store features the product and lists it at a discount to the “Buy it Now” price on eBay, buyers did not materialize since there is plenty of product in the auction channel

Exposure to “Brand A” products cannibalizes Surplus Advisors’s other auctions

· 34.89% MSRP average on “Brand B” auctions from 10/15 – 10/17

· 31.23% MSRP average on “Brand B” auctions from 11/4 – 11/8

Surplus Advisors Advantage

Surplus Advisors knows HOW to list and WHEN to list:

· We have studied auction theory and been advised by one of the foremost auction experts in the world.  Our listing methodology maximizes profit.

· Our database of completed  auctions enables us to know when to list to maximize profit.  Knowing which days and what times to list is worth as much as 550 basis points to the percent of MSRP on identical product auctions.

· Surplus Advisors auction analysis and stellar feedback rating allow us to garner on average 320 basis points more as a percent of MSRP (7.5% more on sales price) than other professional sellers on identical product.

· As previously demonstrated in the sales performance section, our reputation and marketing drive more eyeballs which can increase the number of bids and maximize auction results.

Surplus Advisors Proposals

Performance-fee basis

· Surplus Advisors is willing to continue to list “The Company” products for a fee of __% of total sales revenue with Surplus Advisors responsible for all fees associated with auctions

· Surplus Advisors will employ an auction strategy that will fill the channel with the bulk of inventory at set intervals to maximize turn of items that we expect to auction at lower price levels.  We will list the “Gems” at times that will maximize sales revenues on these products.

· By employing this strategy based on “The Company”’s preliminary inventory data we would expect the following results (this is not a guarantee, but rather an estimate based on previous “Brand A” product performance and our market analysis):

· Approximately $35,000 in proceeds to “The Company” after our fee (Based on total liquidation of merchandise)

· The majority of SKUs sold out within 4 months  (Some SKUs will take longer and may need to be sold through other channels such as B2B)

· Either party may terminate this agreement with 1-week notice.

Outright Purchase of Inventory

· Surplus Advisors would consider buying the entire “Brand A” inventory contingent on the following factors:

· Detailed itemized inventory to be verified by Surplus Advisors

· Physical check of working condition of inventory

· Boxes, papers and warranties for all pieces must be included

· Any bid would take the following factors into consideration:

· The “Brand A”  brand does not carry the same brand equity of many  brands

· Surplus Advisors typically buys branded  liquidated merchandise for as low as __% of MSRP

· Our required Rate-of-Return based on the increased risk assumed with owning merchandise

 Items for “The Company” to Address

1) Updated, detailed inventory

2) Fast turnaround on proposal to take advantage of upcoming Holiday shopping season

3) Exclusive agreement for Surplus Advisors to list “The Company” “Brand A” products on eBay

