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This investment proposal has been reviewed by Pro-Invest Consulting 

The Investment Proposal and its link between the Enterprise and the Investor

The investment proposal contains full information about an enterprise and is presented to prospective investors. The methodology is well established and followed without modification. The content has been shaped to meet the needs of potential investors. 

The investment proposal is not a business plan. The investment proposal attracts investors while the business plan guides management. A comprehensive business plan is a necessary prerequisite to an investment proposal.

A typical investment plan may contain 75 pages or more, will entail  considerable man hours  and will provide all possible scenarios of results which may occur after the completion of the investment.

The following proposal for viewing is entirely fictitious, including all of the industry and market information. It is not based on factual market research.

Note on Disclaimer found on the cover of your Investment Proposal.    The wording contained in the Disclaimer on the cover of the Company’s Proposal is intended to be illustrative in nature. Prior to submitting your Proposal, you should consult your management consultancy firm or lawyer for wording which is appropriate to your needs.

Investment Proposal

For

(Name of the Company)

Prepared for

(Name of the Person)

(Their Position)

(Name of the Company)

By

(Name of the Person)

(Their Position)

(Name of their Company)

Disclaimer

Confidential Company Information
This Proposal is being provided to a limited number of parties who have expressed a preliminary interest in providing financing to the Company The sole purpose of this Proposal is to assist the recipient in deciding whether to proceed with further investigation of the Company.  This document does not purport to be all inclusive or to necessarily contain all the information that a prospective financier may desire in investigating the Company.  The Company and its Financial Advisor expressly disclaim all liability for any errors and/or omissions which are contained herein and make no representations or warranties, expressed or implied.  Only such representation or warranties as are made to the recipient by such entities or persons in a definitive agreement when, as and if one is executed and subject to such limitations and restrictions as may be specified in such agreement, will be binding on any such entities or person.

No independent accountant has audited, reviewed, compiled or is in any way associated with the information presented herein (other than the Auditor’s Report on the Financial Statements) nor has an independent accountant expressed any conclusion thereon nor given any other form of assurance with respect thereto.

The recipient agrees to keep confidential the information contained herein.  This document has been prepared for informational purposes relating to this transaction only and upon the express understanding that it will be used for the purposes set forth above.  This Proposal does not constitute an offering.

The document may not be photocopied, reproduced or distributed to others at any time without the prior written consent of the Company.

In providing this document, neither the Company nor its Financial Advisor undertake any obligation to provide the recipient with access to any additional information.  This Proposal shall not be deemed to be an indication of the state of affairs of the company nor shall it constitute the representation that there has been no change in the business or affairs of the Company since the date hereof.
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INVESTMENT PROPOSAL TEMPLATE

1. TC  \l 1 ""EXECUTIVE SUMMARY

The executive summary is the most critical portion of the investment proposal. In two to four pages, it must capture the prospective investors’ interest and persuade them to read further.   

The executive summary should be an overview of the investment proposal and address the prospective investor’s needs including

· the opportunity’s expected return on investment

· a description of the growth opportunity and the market need it will fill, 

· the estimated market share you expect to achieve 

· how you will be different from the competition

· the depth and experience of your management team

· the funding requirements

· potential exit strategies available

· address why the Company’s line expansion venture will succeed in a competitive marketplace

· the amount of financing required
· include a summary of your company, products and markets served, your management, key financial results and financing requirements.
Executive Summary

Volga (The Company) is a highly successful distributor of computer components and manufacturer of custom computer power modules. Since its formation in 1994, the Company's sales have grown from $470,000 to $3 million, an average of 30% per annum. The computer component business has been profitable since the second year and has given the company an opportunity to enter into higher-margin, value-added lines of business. 

The Company's first expansion into value-added lines of business was in the production of its PowerSelect custom power modules for specialized lightweight computer applications. The company is currently focusing the power module business on the production of custom-designed, compact power modules for high-end laptops used in scientific field work. the Company's power module is lightweight and compact and remains reliable despite exposure to extreme temperature swings. It can be incorporated into the body of a portable device, thereby avoiding the need for an external transformer.  Finally, it speeds up battery recharge by 33%.

Field scientists, such as exploration geologists, need a laptop that can stand up to the rigours of the field, including extreme weather conditions and rough handling. They also demand it to be compact and lightweight. Since the heaviest piece of equipment in a computer is the power module, a lightweight power module means a lightweight machine. An external transformer is also a severe drawback. Although scientists typically rely on battery power while taking notes in the field, when they return to the field office, they plug in the laptop to use it and to recharge it.

In 1996, the Company's QuickParts components distribution service represented 80% of our total revenues of $3 million, with the remaining 20% derived from PowerSelect power modules. Margins in the distribution business are at 25%, while margins for power modules are 40%. The outlook for custom power modules used in high-end laptops is strong, according to our own market intelligence and a third-party market analysis by Market Strategy Partners. By contrast, the components market is a price-driven commodity business. 

While the components market is expected to remain healthy in the near to medium term—providing the Company with continuing stable profits—long-term prospects for this business show signs of weakening, according to leading forecasters. Therefore, the Company's goal is to increase the custom power module business from 20% to 60% of revenues in the next five years. To reflect our new strategic direction, we are changing our name to the Company's Special Systems Corporation. 

The Company’s Products and Their Performance

The Company’s  current product line includes QuickParts and PowerSelect.

QuickParts is a computer component distribution service offering next-day delivery largely to companies in the Moscow oblast Some inroads have been made into the rest of Russia. This portion of our business has accounted for much of our past success but is not the principal focus for the future.

PowerSelect is a line of custom-designed, compact computer power modules for high-end laptops used by engineers and scientists.  These power modules also have applications in specialized, portable computing equipment such as GPS Systems. The growth prospects are very good in these markets and we intend to place increasing emphasis in this area of our business. 

In the eight years since inception, sales for these products have grown six-fold, from $470,000 in 1989 to $3 million in 1996. The most rapid growth occurred in 1995 and 1996, with the introduction of the initial PowerSelect power modules for a specialty application requested by an engineering firm. Sales in 1996 were almost double those in 1994. 

Between 1991 and 1994, gross margins in the QuickParts business declined from 35% to 25%, but due to consistent growth in sales and careful management of expenses, the company has been profitable in every year since 1990. The introduction of the initial PowerSelect products in 1995 improved gross margins considerably, and the Company had achieved retained earnings of $463,000 by the end of 1996. Because of the higher margins available, PowerSelect clearly provides the target market for the Company’s expansion.

The Company’s Target Market

Our principal target market for the PowerSelect line of computer power modules is a small group of firms manufacturing specialized high-end «Lear Jet» laptops and portable computing devices. These power modules are used in applications where select buyers will pay a premium for a lightweight, compact, powerful, rugged machine—such as scientific and engineering field work and portable GPS systems.

The overall laptop market is experiencing very robust growth with a good outlook for the future. Much of this growth is in the mainstream segment of the market, including mid-priced machines used in general business computing. 

The segment we are focusing on is that for scientific machines used in rugged field applications, which is also seeing strong growth. We are aiming at a small group of specialty manufacturers of lightweight, ruggedized laptop computers used in scientific field work. There is also a market for these modules in high-end, portable GPS (Global Positioning System) units. These manufacturers value quick turnaround times on short runs of customized power modules. Customers for the final equipment include exploration companies operating in remote locations all over the world. These machines typically sell for $9,000 to $15,000. 

Due to the high price of this equipment, it represents a small portion of the overall laptop market—large enough to provide the Company with a good market opportunity but not so large as to attract large component manufacturers. One of the main requirements at the high end of the market is a compact power module configured to be built inside the body of the machine itself.

According to research by Market Strategy Partners, an industry analyst, the North American market for laptops has been growing at 16% per annum over the last five years, and over the last three years the market for high-end laptops has been growing at 20% per annum. Overall sales of high-end units reached 500,000 in 1996. A power module for one of these units sells for an average price of $650. Therefore, the total size of the North American market for power modules for high-end laptops is currently approximately $325 million. Our initial target market represents about 20% of this total, or about $65 million.

In 1997, we project PowerSelect sales of approximately 1,500 units, producing $1 million in revenues. By 2001 we conservatively expect sales to grow to at least 7,800 power module units per annum, or $5.1 million in revenues. Our revenues could exceed this level by several times if we can leverage our position in this specialized segment of the market to the broader laptop manufacturing market.

The Investment Opportunity 

We are now well positioned to take advantage of the opportunities in the custom power module market and are seeking $600,000 in equity as part of a $1.1 million financing package. This financing package will be used to build a new production line ($400,000), develop a new marketing program ($250,000), and increase our working capital.

We are conservatively forecasting increases in revenues averaging 20% a year for the next five years, reaching $7.5 million by the year 2001. This is based on focusing on the market for power modules used in specialized scientific laptops.  Annual earnings before interest and taxes are projected to reach $920,000 in five years, yielding an after-tax book profit of more than $640,000 in the fifth year. Retained earnings are projected to reach $1.7 million by the end of 2001The Company’s financial forecasts are summarized on the following page.

The Company’s Future at a Glance

The Company’s sales are expected to grow by 150% over 5 years, or 20% average annual growth...

Sales Increase 150% 







Actual
1999
2000
2001
2002
2003









QuickParts
2,400
3,100
3,300
3,000
2,800
2,400

PowerSelect
600
900
1,500
2,600
3,900
5,100









Total Sales
3,000
4,000
4,800
5,600
6,700
7,500

At the same time, as a result of expanding our higher margin business...

Gross Margins Increase from 27% to 34%



Actual
1999
2000
2001
2002
2003









QuickParts
25%
23%
23%
21%
23%
21%

PowerSelect
40%
40%
40%
40%
40%
40%









Gross Margin %
27% 
27% 
 28% 
30% 
33%
34%

Which is expected to result in a...

Gross Profit Increase of 215% 






Actual
1999
2000
2001
2002
2003









QuickParts
600
720
744
640
651
510

PowerSelect
600
900
1,500
2,600
3,900
2,040









Gross Profit
810 
1,080 
1,344 
1,680 
2,211
2,550

And an increase in net income from $38,000 to $642,000, so that...

Net Income Grows 17x 







Actual
1999
2000
2001
2002
2003









Net Income
 38 
(214) 
88 
235 
475
642

Based on building a strong niche in the specialized scientific market, the Company plans to position itself for a strategic acquisition by a larger company within the next 5-7 years. If we are successful in expanding our market to include a broader range of applications in the lightweight computing market, our revenues could grow substantially above the levels we can comfortably forecast today. If revenues increase at such a substantial level, we may be in a position to undertake an IPO on a Russian exchange  within five years. 

We therefore believe an investment in the Company provides an attractive combination of minimum down-side, but significant upside potential . 

We estimate the current value of the company to be between $2 and $3 million. Based on an 8x multiple of the conservative cashflow we have forecast for 2001, the Company will be worth at least $5 million five years from now, and potentially much more. 

We are seeking an investor who can add value to our growth process and anticipate full board participation on a new investor’s part. We are prepared to offer a substantial minority interest in the Company common shares in return for an equity investment of $600,000, the detailed terms of which remain to be negotiated. Given the cash flow that the Company expects to generate, we are in position to consider various scenarios for generating return to investors, including offering generous dividends in lieu of retained earnings. We can also consider the possibility of converting investors’ equity into subordinated debt.

The Company’s Management Team

To exploit the opportunity available to the Company, we have assembled a strong management team, which will engineer its transformation into a more innovative, higher value-added firm. We are also expanding on the management team that has been responsible for our success to date. New members of the team have been chosen with an eye toward their track record of innovation in producing technical solutions in response to the needs of specific market segments. 

Following is a brief profile of our management team.

Igor Popov President and CEO. Igor was a project leader at Miltron Engineering for five years in the early 1980s, and a senior product manager for Digimoti Electronics for six years, before founding the Company in 1989. He earned a master’s degree in Engineering from Moscow University in 1978.

Alex Filopov , Sales Manager.  A technical sales specialist for 35 years, Alex has worked for a transmission equipment manufacturer, J.L. Praeger Industries, St.Petersburg; Newton Mechanics, a machine tool manufacturer north of Moscow; and People Developers, a  Moscow management training firm. 

Dmitri Ivanov, Production Manager. Dmitri has worked in production design for General Technical Corporation and as production manager for Crawley Tool. He has experience with implementing ISO 9000 and Total Quality Management systems. Dmitri graduated from the Technical University of Moscow with a bachelor’s degree in industrial engineering in 1978.

ADVANCE \d12
2. COMPANY HISTORY AND OWNERSHIP
Prospective investors need to evaluate where the business has been before they can evaluate where it may go.  This section should include:

· a chronological history based on major milestones (i.e., when the Company  was founded, its key product introductions and successes, financial milestones — achievement of break even, sales levels, history of investment, etc.)

· a description of the ownership of the company.

Brief History

The Company is a systems integration company that serves its parent company which operates in various Russian cities. The Company provides systems engineering and management consulting services. The Company is located Moscow, Russia.  The Company was established in 1994. The Company is a fully owned Russian company. The company is privately owned.

Privatization-date and method

The Company since it was first established, has always been 100 per cent privately owned.

Sales revenues (USD)







Item
1995
1996
1997
1998
1999








Res Alarm/Secur.


52,150
105,714
161,464

Res Internet


1,042,980
2,114,280
3,229,280

Res Alarm/Secur. Serv. Installation

32,850
59,730
73,080
66,810

Res Internet Installation

65,670
119,430
146,160
133,620

PPV (Event) (1 Add. Outlet)


2,468
4,417
6,198

PPV (Movie) (1 Add. Outlet)


2,468
4,417
6,198

TV #5 (1 Add. Outlet)


3,805
3,523
5,382

Sales Levels








Item
1995
1996
1997
1998
1999








Res Alarm/Secur.


26,075
52,857
80,732

Res Internet


52,149
105,714
161,464

Res Alarm/Secur. Serv. Installation

1,095
1,991
2,436
2,227

Res Internet Installation

2,189
3,981
4,872
4,454

PPV (Event) (1 Add. Outlet)


2,468
4,417
6,198

Ownership and legal structure

Rino Finland, Inc., the "Company" or «Rino», is a Finnish holding company incorporated in 1992 by Russian members of the Company's current senior management for the expressed purpose of building and operating multichannel multipoint distribution service ("MMDS") systems in Russia.
Subsidiary and Other Company Investments

The Company, through its 100 per cent ownership interest in five Russian companies, has the MMDS licenses to serve four Russian markets with up to twenty  channels of programming services.

Projects Implemented

Implemented a PAY TV project in Moscow with 24 channels.
3. TC  \l 1 ""PRODUCTS AND SERVICES

This section should include a discussion of the products and services the Company currently provides as well as any future products or services planned.  The following information should be provided

· a description of current and new products or services and their price

· a description of the Company’s new product development process

· a comparison of the company’s products and competitors

Products

Current Products

· GTV, TV

· HSV, TV Centre, 

· ATV, TV

Future Products

· Pay Per View (PPV), 

· Video on Demand (VOD), 

· Internet services, 

Competitive  Product  Analysis

MMDS 

Advantages

· Has very little infrastructure and requires minimal maintenance.

· When wireless launches digital system in terms  of competiting with DBS, wireless cable will be able to offer the same digital services plus local programming offering for a lower price. 

Disadvantages

· Requires a clean line of sight and cannot be received in shadowed areas where microwave transmission is blocked by terrain, buildings and other objects.

Cable network

Advantages

More capacity for channels and data because it is fibre optic

Disadvantages

The cost of installing fibre optic cables is prohibitive

Price

1.1.1. Projected unit price

To install and operate this technology in a city with a population of 500,000 + people, the subscriber pays in rubles by U.S. dollar rate a U.S. $30 connection fee and a U.S. $2 monthly access fee for basic package. At the end of the fifth year period the connection fee should be U.S. $15 and the monthly access fee U.S$3


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6
Year 7
Year 8
Year 9
Year 10

Basic Package Monthly Rate
$2,00 
$2,25 
$2,50 
$2,75 
$3,00 
$3,25 
$3,50 
$3,75 
$4,00 
$4,25 

Res Installation Charge
$30 
$25 
$20 
$15 
$15 
$15 
$15 
$15 
$15 
$15 

Bus Installation Charge
$120,00 
$120,00 
$120,00 
$120,00 
$120,00 
$120,00 
$120,00 
$120,00 
$120,00 
$120,00 

Premium Package Monthly Service Rate
$4,00 
45%
45%
45%
45%
45%
45%
45%
45%
45%

PremPlus Monthly Service Rate
$3,00 
15%
15%
15%
15%
15%
15%
15%
15%
15%

Pay TV #3 Monthly Service Rate
$1,00 
0%
5%
5%
5%
5%
5%
5%
5%
5%

Pay TV #4 Monthly Service Rate
$1,00 
0%
5%
5%
5%
5%
5%
5%
5%
5%

Pay TV #5 Monthly Service Rate
$1,00 
0%
5%
5%
5%
5%
5%
5%
5%
5%

PPV Rate per Movie
$1,00 
0%
5%
5%
5%
5%
5%
5%
5%
5%

PPV Rate per Event
$1,00 
0%
5%
5%
5%
5%
5%
5%
5%
5%

1.1.2. Pricing Practices including the method of product price establishment and review

There will be three types of services: Basic, Premium, and Pay-Per-View.  Service prices will be maintained at competitive levels, beginning in year one at a basic service rate of $15 per month, billed in advance.  Premium services will be offered at rates ranging between $1 and $3 per month and Pay-Per-View services will offer movies and events at rates of $1-$2 per showing.  Increases in the basic rates will be limited to one dollar per year and will generally be associated with the addition of new or improved programming.  In the third year of operation, a $3 basic service increase will be implemented coincident with expansion from 12 up to 24 total channels of programming.

4. MANAGEMENT AND LABOUR
This section should emphasize the experience and competence of each key member of the Company’s management team.  The following information should be included in this section:

· a short biography on each person 

· an organization chart of the key members of the Company’s team by functional area and responsibility

1.2. Proposed management arrangements and names and curricula vitae of managers

The Company has assembled a management team comprising executives experienced in the telecommunications industry, particularly in developing MMDS and CATV in Russia. The Company has a strong working relationship with federal, regional and local government officials and consultancy firms. The Company’s head office is located in Moscow and there are offices in each of the local markets that the Company operates in. 

The CEO of the Company, Igor Ivanov age 42

The CEO of the Company, Igor Ivanov has been in the private sector in Russia for more than ten years and has over five years of telecommunications and electronic experience in Russia. Currently developing relationships with U.S. financial institutions, equipment vendors, and legal and consulting firms in support of the Company's business plans.  Experience includes financing and development new businesses and establishing relationships with local and national government officials.  Member of Board of Directors of several Russian companies involved with cable TV, broadcasting, shipping and photo development.  Prior experience as Vice President USA operations of Nizh USA, a U.S. subsidiary of Nizhnekamskneftekhim.
General Director Moscow Office - Ivan Pushkov  age 50

General Director Moscow Office - Ivan Pushkov has over twenty years in the electronic and telecommunications industry in Russia. He is also experienced in MMDS equipment design, certification, and installation.

5. INDUSTRY ANALYSIS, MARKET AND COMPETITIVE PERFORMANCE
This section is designed to allow the prospective investor to gain an understanding of the industry, markets and competitive environment in which the Company operates.  It should give an indication of how the Company will achieve its strategic plan.  The following information should be included.

Industry analysis

The industry analysis should

· contain an overview of the industry worldwide and in Russia

· segment structural attractiveness

· threat of growing bargaining power of suppliers

· threat of new entrants

· threat of substitute products

· threat of intense segment rivalry

· threat of growing bargaining power of buyers

1.3. Overview of the Industry “Worldwide and local”

1.3.1. Worldwide
Growing markets

The installed base of digital television set-up boxes in Europe will grow from 1.1 million in 1997 to 30 million in 2003 according to a report by Datamonitor entitled “Set-top box markets in Europe and the U.S: profit opportunities in digital television”.

New Technology

Broadband systems provider Telegate, is launching Multigate DECT at ceBIT 99. Multigate DECT is technology which enables CATV operators to offer managed cordless voice and data applications through a single system. This will enable CATV operators the opportunity to position themselves as cordless broadband services providers.

Market Potential

Russians love to watch television (an average of 6.5 hours per day); yet until the early 1990s when pay-TV was introduced, viewing options were limited to the advertising-funded, general entertainment channels, Although the subscriber count is growing   rapidly, Multichannel Pay-TV will have reached only 3 million out of 11 million addressable

Segment Structural Attractiveness

Threat of Growing Bargaining Power of Suppliers

The number of alternative suppliers the Company has

 U.S based 

· Comwave, 

· Zenith Electronics Corporation, 

· Conifer Corporation,

What fraction of supplier’s output do the Company purchase?

The Company only purchases a very small amount of products made by suppliers. As a result some suppliers such as Conifer Corporation prefer a customer to develop a long term relationship with them before they offer discounts from the price list.

The Company in the past has negotiated favourable pricing terms with suppliers and suppliers have indicated they are willing to maintain this arrangement particularly if the Company has a foreign investor.

Threat of New Entrants

Other MMDS Operators Barriers to Entry

· Our quality of service

· Cost prohibitive; we are already doing it the cheapest way

· Our selection of the quality programming does not allow for different programming by a competitor.

Is brand name important in the Company’s industry?

The Company will seek to attract and retain long term subscribers and increase the percentage off Middle-Upper class persons in its licensed areas that subscribe to expanded service offerings. The Company believes that the service quality and reliability of its systems, the demographic profile of its targeted customers and the quality and number off its programming offerings, coupled with its effective marketing will generate growth in the subscriber base and high brand awareness of the Company name within the Company’s licensed service areas. As a result the Company believes that the TVEE brand name will be associated with a greater variety of higher quality programming than offered by its principal MMDS competition.

Will the license be a reliable barrier to entry?

The license will not be a reliable barrier to entry, but it will give the company a lead time to establish market share and image among its customers.

Does the Company have any absolute cost advantages, such as access to cheaper materials?

The Company has credit line from several vendors for example comway, and the terms of delivery are 25 per cent repayment 35 per cent when the product is ready to be shipped and balance, 40 per cent is credited for 6 months. For other equipment suppliers have terms of 30-45 days for payment after delivery
Is there any government policy in place limiting new entry?

No

Can the Company retaliate against new entrants by cutting prices?

In the long tem the Company will be able to cut prices when new entrants enter the market because the company’s long term strategy is to have the lowest fixed costs as against competitors in the license markets.

1.3.2. Threat of Substitute Products

What are the possible substitutes for the Company’s products, from the buyers point of view?

At present in the target market  is NTV Plus a DBS provider. However not all of the target market can get connected because  they cannot receive the signal from the satellite. The package for a similar number of channels offered by NTV Plus is $20 per month. In the future possible substitutes for the product  could come from cable network providers, other DBS Competition. The company will watch closely the price trends and technological changes for these substitute products.

What is the relative price performance of substitutes, comparing to the Company’s products?

DBS Competition

About U.S$400 for investment in equipment and installation plus a monthly payment ranging from U.S$19-30 service for 3-20 channels.

SMATV Competition

This product requires each MDU to have a headend, thus a price range between U.S$15,000-20,000

Is there any switching cost involved for the buyers to use substitutes?

A  disconnection fee of U.S$2

Threat of Intense Segment Rivalry

Are there well known brands in the industry?

NTV Plus would be the most well known brand as well as Kosmos TV which only operates in Moscow.

Is there overcapacity in the proposed target markets?

At present there is no competition in the company’s segment. There are MMDS operators in other Russian markets such as Kosmos TV. At the present time, 19 channels are transmitted on Kosmos TV subscription network in Moscow. Other potential competitors include CellularVision. 

Threat of Growing Bargaining  Power of Buyers

How many potential buyers will account for 80% of revenue?

None. Therefore buyer will not have bargaining power over the Company.

How often will buyers switch  from one supplier to another?

Buyers will not be in a position to switch easily to competitors as the buyer would be unable to purchase the same product from competitors.

What percent of total buyers will purchases the Company’s products?

The end customers will be residential and business users who will accept either the list price or discounted prices. The customer will be independent, single entities with no combined buying power. 

Market
A discussion of the specific market or market segments in which the company competes.  This includes a definition of the market or market segments and key trends and regulatory issues which may affect the company.  This discussion may include:
· the identification of major types of customers served and their key characteristics;

· a description of historic and expected future growth of the market;

· a definition of current markets and future markets (tie into growth opportunity);

· a description of the method of distribution in each segment; and

· a discussion of other specific characteristics of competing in the market, highlighting areas which are favourable to the growth opportunity identified.
1.4. The market and potential users of the product 

The potential users of the product will be residential and business users.  For initial construction the Company will target high demographic profile buildings i.e. the upper middle class with high incomes. More than 40% of households want and can afford to pay $10 USD per month for the basic package of 8-10 channels with                                    high-quality programming;





Estimated


City

Population
Households


1.
Ufa

1,200,000


342,900


2.
Nizhnekamsk

250,000


71,400


3.
N. Chelny

700,000


200,000

……..

FUTURE EXPANSION MMDS CITIES




POP of
Homes or




City With
Potential


State (Province)
City
Suburb
Subscribers

Tumenskaya oblast
Tumen
690,000
230,000

Tatarstan
Kazan
1,300,000
433,000

1.5. Distribution

1.5.1. The distribution channels and possible new methods of distribution

The Company will offer its services to potential subscribers through telemarketing efforts, customer service centres and direct marketing activities by sales representatives. As the Company provides services in its licensed areas, the Company will principally utilize sales representatives to canvass new neighbourhoods in its service areas to sign up subscribers. As the Company develops a larger base of subscribers it will begin to rely increasingly on telemarketing and customer service centres.

The Company’s marketing plan will continue to rely on door-to-door- solicitation and mobile distribution centres and the company believes this will be an effective means of securing additional subscribers and enhancing potential subscriber awareness of the Company product and brand name.

Competition

In this section, the prospective investor is looking for information to help him/her analyse the Company’s probability of success.  (For example, who are its competitors?  What are their relative strengths, weaknesses and market shares when compared to the Company?)

The prospective investor will want to know how the Company competitors will react to its entry into the market and how the implementation of its growth plan will affect these competitors.  The prospective investor will want the answers to the following questions.

· What is the market share the Company’s expects to capture over the period defined by the strategic growth plan?

· Will the opportunity create a new market?

· Will the Company’s power module customers be drawn from an expansion of the overall market or taken from competitors identified above?

· How are these competitors expected to react to the Company’s entry or expansion into the market or market segment? How will the Company respond to them?

· Will new competitors be drawn into the market as a result of the Company’s entry? How will the company react to them?
1.6. The market share of  proposed venture

The market share of the proposed venture is 100 per cent as the Company will be the market entrant for each of the markets it has a license to operate in.

Can the Company retaliate against new entrants by cutting prices?

In the long tem the Company will be able to cut prices when new entrants enter the market because the company’s long term strategy is to have the lowest fixed costs as against competitors in the license markets.

ADVANCE \d12
6. OPERATIONS
OPERATIONSTC  \l 1 "OPERATIONS"
This section should include a brief description of how the business operates and may contain a description of the Company’s manufacturing operations and production processes summarizing the nature, extent and quality of manufacturing facilities. 

Include a discussion on the following:

· distribution systems;

· patented processes;

· state of technology (level of technology being used);

· type of equipment used;

· plant capacity;

· key suppliers and availability of raw materials;

· skilled labour requirements;

· occupancy arrangements (i.e., leased or owned premises);

· key strengths; and

· production limitations (and how these may be solved), etc.

Distribution

The distribution channels and possible new methods of distribution

The Company will offer its services to potential subscribers through telemarketing efforts, customer service centres and direct marketing activities by sales representatives. As the Company provides services in its licensed areas, the Company will principally utilize sales representatives to canvass new neighbourhoods in its service areas to sign up subscribers. As the Company develops a larger base of subscribers it will begin to rely increasingly on telemarketing and customer service centres.

The Company’s marketing plan will continue to rely on door-to-door- solicitation and mobile distribution centres and the company believes this will be an effective means of securing additional subscribers and enhancing potential subscriber awareness of the Company product and brand name.

.

Patents, Trademarks and Licenses 

MMDS licenses are granted for a five-year period and are renewable. The Company offers its services under the brand name TVEE, which is a trademark of the Company 
 Materials 

The type of materials needed will be 

· Earth Station Equipment, 

· Miscellaneous Transmit Equipment, 

· Tower Equipment , 

· Power/Generator Equipment,

There is a possibility of alternative selection of major brand name and generic suppliers. The Company is in a position, due to past experience, to negotiate favourable pricing conditions. The short list of suppliers are U.S based Comwave, Zenith Electronics Corporation, Conifer Corporation, CableWorks

Multiple dwelling units ("MDU's") represent the vast majority of the target households in each market and provide a "natural conduit" for MMDS service.  Equipment will be installed at a centrally located and leased headend facility, constructed nearby an existing broadcast tower where space will be leased for transmit antennas.  Several earth stations will be constructed at the headend facility to receive satellite programming from various satellites.  The headend will house the receivers, decoders, amplifiers, advertising insertion equipment, and scramblers, necessary to process the signals for transmission through the MMDS transmitter.  The signals are then "broadcast" at microwave frequencies throughout the city for reception via MDU rooftop antennas and reception equipment.

Personnel, number of employees, structure wages,  

Technical & Field Payroll Costs





   # HH Passed per MDU Construction Tech per mo.
400  

   # Installs per Install Tech per mo.
80  

   # Subscr per Service Tech
1 500  




   Average Tech Monthly Salary 
$120 







   # of Techs per Supervisor
10

   Average Super Monthly Salary 
$150 




Annual % Incr in Payroll Costs
5,0%




Sales Commissions


   Residential


      % Commissionable
10%

      Commission per Sale
$5 




   Business


      Commission per Unit
$10 










Customer Service Payroll


   # Subscr per CSR
1 500  

   Average Monthly Salary
$120 




   # of CSRs per Supervisor
10  

   Average CSR Super Monthly Salary 
$150 

Administrative Salaries
(Annual Rate)




   General Manager
$4 800 

   Technical Manager
$3 000 

   Office/Finance Manager
$3 000 

   Marketing Manager
$3 000 







Clerical/Acct Salaries


   # of Subscr per Clerical Employee
3 000  

   Average Monthly Salary
$100 







Payroll Overhead





   Bonus/Incentive
5%

   Benefits
15%

   Payroll  Tax %
41%




          Memo: Total Payroll Overhead
61,0%




Accounting & Legal


   Accounting/Mo
$200 

   Legal Fees/Mo
$200 




Contract Services


   Janitorial Service
$70 

   Uniform Service -  Per # Tech's
$50 

   Answering Service
$30 

   Security & Monitoring
$500 
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TC  \l 1 "FINANCIAL HISTORY"
This section includes historical financial results for the company, including summary income statements, balance sheets and cash flows.  The information typically consists of excerpts from the company’s external financial statements. 

· Provide a brief management commentary discussing key events for each year and explaining major year over year fluctuations in key financial accounts (i.e., sales, gross margins, operating income, working capital, debt, etc.)

· Explain any inconsistencies between past company results and its future ability to carry out the strategic plan.

ADVANCE \d12Income statement projection (USD)








Item
1995
1996
1997
1998
1999








   Sales revenues
262,708
1,575,080
5,337,977
8,830,974
12,933,132

   Sales losses
2,334
13,311
37,085
58,545
85,242

   Taxes on sales
10,508
63,003
213,519
353,239
517,325

Net sales
249,866
1,498,766
5,087,373
8,419,190
12,330,565

Cost of goods sold
12,298
101,120
285,683
458,789
632,248

Gross profit
237,568
1,397,646
4,801,690
7,960,401
11,698,317

Other taxes
9,084
18,546
37,562
56,795
72,853

   Administrative expenses
107,053
142,236
203,033
227,259
265,966

   Production expenses
27,334
29,123
30,579
32,108
33,713

   Marketing expenses
55,227
57,988
60,887
63,932
67,128

   Salary of administrative personnel
18,782
20,367
21,181
22,029
22,910

   Salary of production personnel
33,675
121,258
248,776
369,449
464,323

Total operating expenses
242,070
370,971
564,457
714,776
854,041

   Depreciation
46,073
107,101
251,421
388,741
524,266

   Interest expenses






Total non-operating expenses
46,073
107,101
251,421
388,741
524,266

   Other revenues
145,685
476,973
715,822
884,255
808,489

   Other expenses
11,000





   Losses of prior periods
0
12,907
12,907
12,907
12,907

Profit before tax
75,026
1,365,094
4,651,167
7,671,438
11,042,739

   Total expenses allocated to profit
-145,685
-476,973
-715,822
-884,255
-808,489

Taxable profit
-70,659
888,121
3,935,345
6,787,183
10,234,250

   Tax on profit
20,086
310,842
1,377,371
2,375,514
3,581,988

Net profit
54,940
1,054,252
3,273,796
5,295,924
7,460,752

8. STRATEGIC PLAN
The strategic plan is a description of the Company’s plan and strategy for capitalizing on the growth opportunity.  The plan should focus on the key areas of the business (operations, sale and marketing, finance and human resources) and how each will be affected by the growth opportunity.  

Include the following information:

· a description of the growth opportunity and why New Tech feels it can capitalize on the opportunity

· a description of the specific actions needed to implement the strategic plan; and
· the effects of these actions on the key areas of the business.

Marketing Strategy

The Company’s strategy is to grow its subscriber and customers bases, as well as its revenues and cash flows.

Key elements of the strategy include:

· Marketing in Existing License Areas: The Company is currently aggressively marketing it’s services in areas where construction of its system has been completed. Because many of the Company’s operations are in their early stages of development, the Company expects these businesses to grow rapidly as marketing is accelerated.

· Providing Additional Services in Existing License Areas: The Company is pursuing opportunities to provide additional multimedia services in regions it currently operates. This will enable the Company to more efficiently utilize  its existing infrastructure and to capitalize on marketing opportunities by bundling its services. The Company expects to benefit from its knowledge and experience with local government, laws and customs in pursuing such opportunities along with established relationships with consumers and local suppliers.

· Obtaining New Licenses in Attractive Markets: The Company is examining new licenses to provide its services in attractive markets i.e target markets with strong economic potential which lack adequate communication services. In evaluating a new market, the Company assesses, among other factors:

-potential demand for its services and the availability of competitive services

-political, social and economic environment.

Marketing Tactics 

In each market, the Company's marketing staff will:

-           Select high demographic profile buildings (upper middle class with high 

            incomes) to be targeted for initial construction.

-
Prepare program guides and other hand-out materials for distribution.

-          Enlist the support of one or more designated resident representatives with     

           sales incentives in each MDU who will provide liaison between the Company   

           and the residents/potential subscribers.

Growth Strategy

The Company intends to pursue a strategy of making selective acquisitions of attractive products that complement its business. In particular the Company is interested in expanding its rights to TV programs and expanding the network through which it distributes its products and services. It also seeks to attract and retain additional subscribers in its licensed areas and increase the penetration rate in those areas once the infrastructure development has been completed.
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TC  \l 1 "FINANCIAL FORECASTS"
The financial forecasts section outlines the financial results the Company expects to achieve if the strategic plan is successfully implemented.  The following information should be included:

· a complete set of forecast financial statements (income statements, balance sheets and cash flow statements) for the next five years (at least two years on a monthly basis, three years on an annual basis), showing the anticipated results of implementing the strategic plan described in the previous section

· all assumptions used in developing the forecasts, including, but not limited to:

· sales growth and market share;

· working capital turnover ratios;

· interest rates;

· capital expenditures — amount and timing;

· gross margin rates;

· research and development costs;

· occupancy costs;

· warranty costs;

· staffing considerations and labour costs; and

· income taxes. 

Financial ratios projection








Item
1999 year
2000 year
2001 year
2002 year
2003 year








Net working capital (NWC), rbl.
11,188,782
8,099,551
36,492,760
115,372,309
246,214,427

Net working capital (NWC), USD
486,469
352,154
1,586,642
5,016,187
10,704,975

Creditor/purchases ratio (CPR)
34
4
2
1
1

Net working capital turnover (NCT)
1
4
3
2
1

Fixed assets turnover (FAT)
0
1
2
2
3

Total assets turnover (TAT)
0
1
1
1
1

Total debt to total assets (TD/TA), %
0
1
1
0
0

Total debt to equity (TD/EQ), %
0
1
1
0
0

Times interest earned (TIE), times






Gross profit margin (GPM), %
95
93
94
95
95

Operating profit margin (OPM), %
26
91
91
91
90

Net profit margin (NPM), %
18
70
64
63
61

Return on current assets (RCA), %
9
292
203
105
69

Return on fixed assets (RFA), %
7
79
133
155
177

Return on investment (ROI), %
4
62
80
62
50

Return on shareholders' equity (ROE), %
4
62
81
63
50

Earning per ordinary share (EPOS), rbl.
0
0
1
1
2

Earning per ordinary share (EPOS), USD
0
0
0
0
0

Total assets per ordinary share (TAOS), rbl.
0
0
1
2
4

Total assets per ordinary share (TAOS), USD
0
0
0
0
0

Price to earnings (P/E), times

2
2
2
2

Cost of personnel (USD)








Item
1999 year
2000 year
2001 year
2002 year
2003 year








General Manager 
4,473
5,066
5,269
5,480
5,699

Technical Manager
2,795
3,166
3,293
3,425
3,562

Office/Finance Manager
2,795
3,166
3,293
3,425
3,562

Marketing Manager
2,545
3,166
3,293
3,425
3,562

MDU Construction/Serv. Tech
17,160
57,782
99,680
157,931
185,306

CSR
5,280
21,653
51,398
66,412
91,389

Clerical Employee
1,700
7,488
27,256
40,495
56,153

ИТОГО
36,749
101,489
193,482
280,592
349,232

10. Government support and regulations

The proposal should outline 

· Project in context of government economic development and investment program

· Specific government incentives and support available for the project

· Government regulations regarding conditions of capital entry

· Government license conditions 

The principal legal act regulating telecommunications in the Russian Federation is the Federal Law on Communications, enacted on February 16, 1995 (the "Communications Law"), which establishes the legal basis for all activities in the telecommunications sector and provides, among other things, for the licensing of communication services, the requirement to obtain a radio frequency allocation, certification of equipment, and fair competition and freedom of pricing. 

Project in context of government economic development and investment program

The project is being debated by the local parliament to be included in their regional telecommunication infrastructure development program.

Specific government incentives and support available for the project

The local companies have signed agreements with the mayors of the cities about co operation and have given the full support of the development of the project.

Government regulations regarding conditions of capital entry 

There are no Government regulations regarding conditions of capital entry.

1.7. Government license conditions

Licenses to provide telecommunications services are issued by the Ministry of Communications ("MOC") on the basis of a decision by the Licensing Commission at the MOC. Renewals may be obtained upon application to the MOC and verification by appropriate government authorities that the licensee has conducted its activities in accordance with the license terms and conditions.  The subscription television industry is subject to regulation by the Ministry of Communications.

11. PROJECT LOCATION

The Company  needs outline where the project will be located
Project Location

The Company has licenses to serve the following cities: Nizhnekamsk, Elabuga, Naberezhnye, Rostov-on-Don, Ufa, Novosibirsk, Omsk. The last four cities each have a population of more than one million people. 

The MMDS/CATV licenses held by the Company serve the medium to large markets in southern and central Russia, with a population of 7 million or about 2 million households.  

12. PROJECT OBJECTIVES
The project objectives should be based over a five year period and include

-Corporate Objectives i.e sales revenue and net profit

-Marketing Objectives i.e expected revenue for each product 

-Financial Objectives i.e operating profit margin and net profit margin

Project Objectives

Corporate Objectives

Income statement projection (USD)








Item
1999 year
2000 year
2001 year
2002 year
2003 year








   Sales revenues
262,708
1,575,080
5,337,977
8,830,974
12,933,132

Net profit
54,940
1,054,252
3,273,796
5,295,924
7,460,752

Marketing Objectives

Revenue(USD)







Item
1999 year
2000 year
2001 year
2002 year
2003 year








Installation Revenue
182,970
517,490
742,625
495,556
498,047

Basic Service Revenue
36,423
413,225
1,329,406
2,569,327
3,914,480

Premium/Pay TV Revenue
40,981
412,458
940,522
1,764,363
2,694,828

PPV Movie Revenue


26,903
48,145
67,566

PPV Event Revenue


26,903
48,145
67,566

Advertising Revenue

29,200
114,975
218,912
371,829

Channel Lease Revenue

6,726
17,172
27,654
39,778

Internet Installation Revenue 

125,070
129,884
181,325
169,022

Internet Service Revenue


1,693,608
3,003,300
4,471,235

Alarm/Secur. Installation Revenue

57,600
64,086
87,732
81,561

Alarm/Secur. Service Revenue


214,807
327,969
471,977

TOTAL REVENUE
260,374
1,561,770
5,300,892
8,772,429
12,847,890

Financial Objectives

Financial ratios projection







Item
1999 year
2000 year
2001 year
2002 year
2003 year








Operating profit margin (OPM), %
26
91
91
91
90

Net profit margin (NPM), %
18
70
64
63
61

Human Resources Objectives

· To promote pro active management

· To conduct training courses on marketing and sales

13. PROJECT IMPLEMENTATION STRATEGY   

The Company needs to outline how it plans to achieve the project objectives i.e introduce new products, enter new markets, penetrate existing markets, implement a new marketing strategy

The Company plans  to achieve its objectives by introducing  the most popular  Multichannel Pay TV programs. The programs being NTV, TNT, TV Centre, CTC, Ren TV, 

The Company also will introduce Per View (PPV), Video on Demand (VOD), the full range of Interactive Multimedia services i.e Internet Services, Electronic Data Transmission, Video Conferencing, Telephony and Alarm Services, combine the technologies of MMDS and CATV, implement a new marketing strategy, penetrate existing markets and enter new markets.

14. PROJECT IMPLEMENTATION SCHEDULE 
The Company needs to outline the timetable of the project

Timetable envisaged for project preparation and completion

SYSTEM DEVELOPMENT


Activity
Mo1
Mo2
Mo3
Mo4
Mo5
Mo6

Hire General Manager
x








Programming Contracts
x








Facilities Acquired:










Tower
x









Transmit
x









Office/Warehouse
x








Equipment RFP's:










Transmit
x









Office
x









Subscriber
x









Vehicles/Tools
x








Equipment Selection and PO's

x







Technical Operations Mgr Hired

x







Inventory Control Mgr Hired

x







Customer Service Mgr Hired

x







Transmit Facilities Preparation

x
x
x
x
x



Office/Warehouse Preparation

x
x
x
x
x



Telephone System Installed

x







Management and Supervisors


x






MIS system installed


x






Inventory Control System Inst


x






Marketing Material Prepared 


x






MDU/Representative Selection


x
x
x
x



MDU Design


x
x
x
x



Training


x
x
x
x



MDU Construction Personnel



x
x




MDU Equipment Delivery



x
x
x



MDU Construction



x
x
x



Test Equipment



x





Tower Equipment Installed




x
x



Installation Personnel Hired




x
x



Subscriber Equipment Delivered




x
x



Transmit Equipment Installed





x



Begin Broadcast and System Proof





x



Install MDU Receive Equipment





x



Begin Installation





x


N.b Mo=Month

15. MATERIALS AND SUPPLIERS    

Include the following information

· materials needed for the project

· a short list of preferred suppliers

Materials 

The type of materials needed will be 

· Earth Station Equipment, 

· Miscellaneous Transmit Equipment, 

· Tower Equipment , 

Suppliers

The equipment for transmission, satellite reception, program encoders and decoders are purchased in the U.S, Europe, Asia from reputable vendors or their Russian distributors.

Several brand name vendors, that currently supply equipment to the company are ready to provide credit line up to two-three years to finance the purchasing of all necessary project equipment if this will be guaranteed by a reliable foreign investor. At the moment we can get without any guarantees, as we have done before, credit line for six months with down payment of 25 per cent for purchasing transmitters. The short list of suppliers are U.S based Comwave, Zenith Electronics Corporation, Conifer Corporation, CableWorks, Superior Satellite Engineers, 
16. USE OF CAPITAL

This section outlines how the investment monies will be allocated

Use of capital

Purchase and installation of the equipment, training of personnel, organisational and other costs of preparatory period and payback loan.

Start-up and capital expenses(USD)







Item
1999 year
2000 year
2001 year
2002 year
2003 year








Earth Station Equipment
92,000





Misc Transmit Equipment
104,415





Tower Equipm. Construction
44,000





Power/Gen Equipment
10,000





Building & Leasehold Improvements
20,005
10,500
5,637
5,919
6,215

Transmitter
138,042
148,122




Equipment Certification
11,000





Computer and Telephone Equipment
81,904
15,900
11,275
11,838
12,430

Production expenses(USD)







Item
1999 year
2000 year
2001 year
2002 year
2003 year








Tower Rent
6,136
6,443
6,765
7,104
7,459

Headend Rent
6,136
6,443
6,765
7,104
7,459

Warehouse Rent
3,682
3,866
4,059
4,262
4,475

Tower/Headend Utilities
6,136
6,443
6,765
7,104
7,459

Warehouse Utilities
3,682
3,866
4,059
4,262
4,475

Headend Repairs & Maintenance
825
1,289
1,353
1,421
1,492

Vehicle Rent 
614
644
677
710
746

Repairs & Maintenance Vehicle
123
129
135
142
149

Marketing expenses(USD)







Item
1999 year
2000 year
2001 year
2002 year
2003 year








Radio Promotion
3,682
3,866
4,059
4,262
4,475

Newspaper Promotion
9,818
10,309
10,824
11,366
11,934

Other Print Media
4,909
5,154
5,412
5,683
5,967

Printing
9,818
10,309
10,824
11,366
11,934

Supplies
3,682
3,866
4,059
4,262
4,475

Postage
3,682
3,866
4,059
4,262
4,475

Professional Svcs.
7,364
7,732
8,118
8,524
8,950

Public/Comm. Relations
4,909
5,154
5,412
5,683
5,967

Pay TV Guides
7,364
7,732
8,118
8,524
8,950

TOTAL
55,227
57,988
60,887
63,932
67,128

Administrative expenses(USD)








Item
1999 year
2000 year
2001 year
2002 year
2003 year








Postage & Freight
4,509
5,154
5,412
5,683
5,967

Telephone
14,527
15,463
16,237
17,048
17,901

Accounting & Legal
4,909
5,154
5,412
5,683
5,967

Office Supplies
2,076
10,028
20,055
33,047
44,925

Business Licenses & Fees
1,227
1,289
1,353
1,421
1,492

Dues
362
644
677
710
746

Subscriptions
362
644
677
710
746

Contributions
723
1,289
1,353
1,421
1,492

Insurance
3,520
9,875
23,491
26,147
31,205

Travel
12,273
12,886
13,531
14,207
14,917

Consultant Fees
2,455
2,577
2,706
2,841
2,983

Janitorial Service
859
902
947
994
1,044

Uniform Service
7,150
23,150
23,845
24,560
25,297

Answering Service
368
387
406
426
448

Security & Monitoring
6,136
6,443
6,765
7,104
7,459

Utilities
5,827
4,889
4,953
5,021
5,092

Repairs & Maintenance
825
1,289
1,353
1,421
1,492

Entertainment & Meals
24,545
25,772
27,061
28,414
29,835

Office Rent
14,400
14,400
46,800
50,400
66,960

Cost of personnel (USD)








Item
1999 year
2000 year
2001 year
2002 year
2003 year








General Manager 
4,473
5,066
5,269
5,480
5,699

Technical Manager
2,795
3,166
3,293
3,425
3,562

Office/Finance Manager
2,795
3,166
3,293
3,425
3,562

Marketing Manager
2,545
3,166
3,293
3,425
3,562

MDU Construction/Serv. Tech
17,160
57,782
99,680
157,931
185,306

CSR
5,280
21,653
51,398
66,412
91,389

Clerical Employee
1,700
7,488
27,256
40,495
56,153

ИТОГО
36,749
101,489
193,482
280,592
349,232

17. FINANCIAL PLAN 

The financial plan should

· take into account all taxes, custom duties and transportation costs

· outline accounting standards
· method of auditing
The Company has invested approximately $1.0 million to-date in support of this business opportunity.

The Company has a detailed financial plan that outlines financial forecasts. The financial plan takes into account all taxes including VAT on equipment, custom duties and transportation costs. The financial information is accurate, consistently applied between periods, free of omissions and errors and restated to conform to Russian and International Accounting Standards. Annual audits by one of the big six U.S. audit companies with offices in Russia will be conducted.

18. FINANCIAL SECURITY 

The project initiator needs to outline the financial security for the project including guarantees. 

Financial security will be

· real estate owned by the Company

· equipment owned by the company
· cash flows generated by other businesses owned by the Company
· potential government guarantees
19. METHOD OF REPATRIATION OF PROFIT

The Company needs to outline how profits will be distributed to the investor.

Method of repatriation of profit
The method of repaying the investor will be by several forms i.e management and consultancy fees from local operators to the Cyprus holding, can supply equipment to the local operators on a lease basis and the fee will be paid to the Cyprus holding. The direct investment can be provided to the Cyprus holding and be reinvested to the local operators on credit basis so the repatriation of the profit will be made in form of interest payment to the holding company. Potential IPO and merger and acquisition with big Telco.

20. WHAT THE COMPANY CAN PROVIDE

The Company needs to outline what they can provide to an investor. 

The Company could provide-

· business plan development

· federal, state and local government approvals
· Contract negotiation with suppliers
· Preparation of technical documentation
· Management and technical training
· Contacts with government and parliament members who are responsible for relevant legislation
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SUMMARY OF FINANCING REQUIREMENTSTC  \l 1 "SUMMARY OF FINANCING REQUIREMENTS"
This section of the investment proposal details the amount of financing required based on the following:

· the use of proceeds from the financing (i.e., what is being funded)
· the preferred financial structure (i.e., amount of debt versus equity) and requested terms (i.e., flexibility in payment, exit strategy, etc.).

What the Company requires from an investor:

· A minimum of U.S$1,000,000 and a maximum of U.S$5,160,000. This money will be used to purchase and install equipment for operation expenses and pay back loan.

What the Company is prepared to offer an investor:

Three Options:

1. Investor will invest to the holding, located at Cyprus, that will cover the main four markets that not launched yet. Investor will invest U.S $1,000,000 in each of the four main markets. Investor will also cover the payback loan which was provided to the project initiator which totals U.S$1,160,000. Investor’s total investment will be U.S 5,160,000. Investor will get 29 per cent of equity of the holding Company that will include four companies, one company in each of the following markets; UFA, Omsk, Rostov-on Don and Nobosibizsk.

2. Investor will invest U.S$500,000 to the existing business, Tatinvest, that currently serves three markets, Nizhnekamsk, Nabrezhnye Chelny and Elabuga with a combined total population of 900,000 people. Investor will invest U.S$1,000,000 into UFA. Investor will cover the payback loan which was provided to the project initiator which totals U.S$1,160,000. Investor’s total investment will be U.S$2,660,000. Investor will have 29 per cent of equity in Tatinvest and UFA local Company plus options to invest in the other markets.

3. Investor will invest into UFA local Company U.S$1,000,000. Investor will cover one-fifth of the payback loan (US$232,000) which was provided to the project initiator which totals U.S$1,160,000. Investor’s total investment will be U.S$1,232,000. Investor will have 25 per cent of equity plus one share in UFA local Company and options to invest in the other markets.

1.8. The Overhead of the Project

The Overhead of the whole project is U.S$400,000, that will be distributed between Cyprus Holding office and Moscow central management office. This Overhead can be received from local operations in the form of management fees. This fee of U.S$400,000 does not include in the sum covered in the three Options.
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22. APPENDICES
TC  \l 1 "APPENDICES"
This section should contain additional details to support components of the document.  This information may include, but is not limited to:

· external financial statements

· corporate or product brochures

· summaries of key agreements

· production process information

Income statement projection (USD)







Item
1999 year
2000 year
2001 year
2002 year
2003 year








   Sales revenues
262,708
1,575,080
5,337,977
8,830,974
12,933,132

   Sales losses
2,334
13,311
37,085
58,545
85,242

   Taxes on sales
10,508
63,003
213,519
353,239
517,325

Net sales
249,866
1,498,766
5,087,373
8,419,190
12,330,565

Cost of goods sold
12,298
101,120
285,683
458,789
632,248

Gross profit
237,568
1,397,646
4,801,690
7,960,401
11,698,317

Other taxes
9,084
18,546
37,562
56,795
72,853

   Administrative expenses
107,053
142,236
203,033
227,259
265,966

   Production expenses
27,334
29,123
30,579
32,108
33,713

   Marketing expenses
55,227
57,988
60,887
63,932
67,128

   Salary of administrative personnel
18,782
20,367
21,181
22,029
22,910

   Salary of production personnel
33,675
121,258
248,776
369,449
464,323

Total operating expenses
242,070
370,971
564,457
714,776
854,041

   Depreciation
46,073
107,101
251,421
388,741
524,266

   Interest expenses






Total non-operating expenses
46,073
107,101
251,421
388,741
524,266

   Other revenues
145,685
476,973
715,822
884,255
808,489

   Other expenses
11,000





   Losses of prior periods
0
12,907
12,907
12,907
12,907

Profit before tax
75,026
1,365,094
4,651,167
7,671,438
11,042,739

   Total expenses allocated to profit
-145,685
-476,973
-715,822
-884,255
-808,489

Taxable profit
-70,659
888,121
3,935,345
6,787,183
10,234,250

   Tax on profit
20,086
310,842
1,377,371
2,375,514
3,581,988

Net profit
54,940
1,054,252
3,273,796
5,295,924
7,460,752







� All financial projections have been calculated by Pro-Invest Consulting’s modelling software program, Project Expert.






