WHAT HAPPENED TO ILUVCAMP?


· 
We founded iluvcamp on the desire to build a company that would serve the camp industry. Our vision was a partnership that would make both camps and iluvcamp stronger than they would otherwise be. Specifically, iluvcamp would give camps Internet-related services (e.g. information technology, a sponsorship sales force, e-commerce operations) that camps could never afford on their own.

iluvcamp would then earn revenues from Internet sponsorships and e-commerce, and camps would delight their families, extend their mission, and share in those revenues.  

As a result, iluvcamp would produce revenues from Internet sponsorships and e-commerce, and camps would delight their families, extend their mission and share in those revenues.

Soon after we began iluvcamp, however, the world began to change in three important ways.

First, the venture capital market changed.  One year ago, the venture capital market was prepared to underwrite start-up losses.  When the NASDAQ crashed a year ago, however, venture capitalists insisted that start-ups become profitable immediately.  That was a reasonable expectation to make of, say, an Amazon that was 72 months old.  It was a pretty hefty order for a brand-new (even now only 14-month-old) company like iluvcamp.

Second, the advertising market in general and the Internet advertising market in particular collapsed.  In fact, today’s advertising market is the worst market in over a decade.  The Internet advertising market has fallen apart and is affecting huge companies such as Yahoo.  The New York Times, Disney, NBCI, and News Corp have either closed or drastically downsized their ad-driven Internet sites.
Third, dotcom e-commerce companies suffered a major loss in credibility.  Specifically, a large number of dotcom e-commerce sites (including some very large sites such as eToys and Pets.com) have closed.  In some instances, these websites took purchasers’ cash without even delivering their products.  Not surprisingly, this has left once-enthusiastic e-commerce shoppers much more cautious.

Notwithstanding these changes, we believed until only several days ago that iluvcamp would overcome this difficult environment.  

Indeed, just two months ago, we had registered 520 camps and expected to register over 250 more during the remainder of the Spring.  To place the Company on a strong financial footing, we raised an additional round of financing. We personally borrowed and invested $500,000—a huge amount of money given our family’s limited resources.

Over the past several weeks, however, we experienced a surprising combination of adverse circumstances.

First, the number of registered and active camps failed to grow as projected.  To be specific, two things happened:

· A surprisingly large number of registered camps dropped-out (generally because they decided to wait a year).  As a result, the number of drop-outs essentially matched the large number of new camps that we have added, thus keeping our camps in the 520 range.
· A surprisingly large number of registered camps have not completed  their iluvcamp commitments.  For example, approximately 150 camps that committed to launch a store with us still have not done so. This raised concerns about the extent to which we could rely on these camps to keep other ongoing iluvcamp commitments.

[Note:  Most camps have been wonderful partners and have kept all of their commitments.  Others are simply very busy right now and have not placed a sufficiently high priority on follow-through.]

Second, we realized that the revenue per camp would be substantially lower than we had projected.  To be specific, two things happened:

· While we have scored heroic victories (e.g. sponsorships with companies like Kodak and REI) in the face of an awful market, our Internet advertising efforts have fallen significantly short of our revenue goals.

· Our Trading Post operation has not produced anywhere near the sales per camp that we had experienced last year in our pilot.

This surprising combination of events has had two very profoundly negative effects on the health of our company.

First, it has dramatically increased the amount of capital that we would have needed to run our business both this summer and in the long-term.

Second, it suggests that the long-term economic strength of the iluvcamp/camp partnership simply is not as great as we had projected.  Relative to our initial expectations, it is harder to sign-up camps, to get busy camps to do the things that they commit to do, to earn Internet advertising fees and to earn e-commerce revenues.  As a result, it became much, much, much harder—in an already difficult capital market—to raise the capital that we needed.

Seeing this, we this week concluded that we had two choices.

First, we could hang on for dear life, hoping that somehow we could raise the needed capital—all the while knowing that, if we failed, we would run out of money and have to (1) terminate our employees without notice, (2) leave our creditors in the lurch and (3) shock you and your families at the worst possible time (i.e. this summer).
Second, we could recognize the cold reality that we had overestimated the economic power of the iluvcamp/camp partnership and thus take a more noble and dignified course by giving our employees notice, taking care of our creditor obligations and informing you at a late (but at least not worst-case) date.

We chose the latter course.

