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Executive Summary

High Fidelity Cables uses new and patented magnetic conduction technology to enhance audio
signals and ensure high-quality sound in audio reproduction. High Fidelity Cables’ current
product lines include magnetic adapters, power cables, speaker cables, digital interconnects,
RCA interconnects, phone cables, power conditioners, and accessories that all utilize patented
magnetic conduction technology.

The technology used in the products is unique to the company and represents the best product
currently offered in the market due to its ability to further reduce noise and create a superior
sound to any other product. This opportunity will be exploited by educating potential buyers,
who are generally high-end buyers who understand sound quality and why the product is
superior to other products on the market.

The audio and video equipment manufacturing industry includes producers of electronic audio
and video equipment for home entertainment systems, vehicles, and public areas. The market
of potential end users includes audiophiles and companies looking to purchase the latest
technology to include in their products. The target market primarily encompasses audiophiles
between ages 50 and 70 who are very knowledgeable about the high fidelity industry, have a
large amount of disposable income, and are more inclined to purchase expensive, premium
product lines.

The marketing strategy of the company will include taking a sales approach of conveying to the
consumer the superiority of the magnetic conductors over electric-based conduction products
on the market. This will be accomplished through education using video and demonstrations.

High Fidelity Cables Keys to Success

Sources and Applications of Fundin .
PP g Patented Invention— The technology and

Sources: its patented process will give the company
Owner Cash $ - dominance over the competition.
Loan > 800000 Quality Niche Products — High Fidelity
Investment S - . . .
Total Sources: $ 800,000 Cables will represent the highest-quality

products in the industry, appealing to
Applications: audiophiles.

Property Purchase > hoy SNDE  9-EOWIE NGRS Xoske
Renovations S - .
Equipment s 500,000 understands sales and the importance of
Working Capital $ 230,366 educating customers and distributors about
Reserve $ 44,634 the technology.
Inventory S 25,000

Total Applications: $ 800,000
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Company

High Fidelity Cables uses magnetic conduction technology to enhance audio signals and ensure
high-quality sound in audio reproduction. Magnetic conduction is a new and unique technology
that preserves signal quality by utilizing a magnetic and electrically conductive pathway for
signal transfer. In basic terms, magnetic conduction consists of creating magnetic fields with
the precise strength, orientation, and dimensions as to concentrate electron flow inside the
conductor. The magnetic fields guide the electrons through the conductor in a more efficient
manner than standard electrical conduction, offering less distortion and interference. This new
magnetic type of conduction lends itself to high-end audio reproduction, in which you can hear
massive improvements in clarity and can experience the music the way it was meant to be
heard.

The business is based on a patented process that replaces modern-day copper and silver wire
conductors with magnetized technology. Most people think of audio systems as electrical
devices. However, it would be more accurate to call them magnetic devices. Electricity powers
the components, but it's magnetism that makes the music. It is a magnetic force that moves
speakers, causing them to vibrate and create sound.

The target market for High Fidelity Cables is home audio use for audiophiles and people who
hobby within the industry of audio playback. The luxury audio products are specifically
targeted at people who desire top-end audio. In 200 years, no one has created an alternative
to electric conductors. However, audiophiles seek the latest technology, and High Fidelity
Cables is the first company that is able to provide this breakthrough to the industry. The
company has been operating for four years under the parent company Magnetic Innovations
LLC, but the company is known by the audiophile community as High Fidelity Cables.

High Fidelity Cables’ current product lines include magnetic adapters, power cables, speaker
cables, digital interconnects, RCA interconnects, phone cables, power conditioners, and
accessories that all utilize patented magnetic conduction technology. The company is
expanding the technology into building speakers and amplifiers. The patented process and
technology are also being utilized for other products, such as circuit boards, which will be
approved for patent soon. Moving forward, the technology will be able to effectively replace
electronic components that rely on traditional electric conduction, and its applications are
nearly endless.

To reach the product’s full potential, customers must allow for a period of time for breakin.
During hours, days, and weeks after installation, the cable and system performance will
continue to improve. A consumer’s system will sound noticeably different after 30 days of use
versus after one hour of listening. In audio products, the sonic attributes will change over time;
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the change in quality is known as break in a term that is well understood among audiophiles in
the industry.

The company is essentially changing the
transportation process of electrons, which helps
to eliminate noise and create a clear sound.
The images to the right illustrate the difference
between the flows of electrons in normal
electric conduction (top image) versus magnetic
conduction (bottom image). Audiophiles worry
about distortion and signal loss degrading
music. Since the audio signal is magnetic in
nature, it can be controlled and preserved
through the use of magnetic conduction.

Magnetic conduction is a new patented form of

conduction, implementing specially arranged

magnetic fields to concentrate the signal within

the conductor. The electrons of the audio

signal have a quantum spin that gives them

their magnetic momentor charge. It's this charge that allows the electrons to react with
magnetic fields. Since a magnetic conductor is utilized instead of a regular conductor, the
electrons (the audio signal) can be guided through the conductor in a very precise way to
reduce distortion and signal loss.

A simple experiment can be performed to observe the magnetic component of AC power. If a
light bulb is plugged into a wall outlet, it draws power at 60 Hertz. When a magnet is placed
near the bulb, the filament begins to oscillate at a frequency of 60 cycles per second. This is
evidence of the magnetism induced by AC. When a magnet is placed by a bulb, the current-
carrying filament appears to widen; this is actually the vibration of the filament. The
alternating magnetic field of the AC signal is repeatedly being attracted and repelled by the
permanent magnet. This is the same principle that makes a speaker cone vibrate. From start to
end, an audio system is dependent on magnetism to work. The AC power and magnetic
waveform comes into an audio system, is modulated by the source, amplified through an
amplifier, and sent to the voice coil on the speaker driver. Here, it interacts with a permanent
magnet and causes the speaker cone to vibrate and produce music.

Entry-level accessory products for High Fidelity Cables start at $200 and go up to $30,000 for
the most expensive products. Lower-priced products are for people who have a more
consumer-based budget and are looking to upgrade their audio systems with a reasonable set
of interconnects. These small adapters can fit onto systems and convert them into the
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company’s technology to some degree. While the typical user of audio equipment will be
turned off by the generally high price of the products, audiophiles are more than willing to pay
top dollar for the best products on the market. The key to exploiting the market is to properly
explain how close magnetism and electricity relate to help customers see the value of the
products and importance of the technology.

High Fidelity Cables and its parent company, Magnetic Innovations LLC, are located at 901 N
McDonald Street, Suite 502 in McKinney, Texas. Product dealers and distributors currently exist
in North America, Europe, Asia, and Africa.

High Fidelity Cables has a facility in McKinney that does manufacturing, distribution, and sales.
In the McKinney factory, the company primarily focuses on assembly. Very little manufacturing
is done here, but the company plans to bring more manufacturing in-house over time to
increase control. Current manufacturing is mostly small parts, outsourced to two different
machine shops in the Dallas area that build a lot of the parts. Because it is the most cost-
effective system, another facility in China builds some of the parts, including the magnets.

The unique technology has the ability to expand to nearly any electronic product, and High
Fidelity Cables will license certain products for other companies to incorporate the technology
into their products. The company currently does some licensing in audio by selling completed
parts. For example, an end-patented product can be sold directly to the consumer or may be
sold to a manufacturer to put inside their products. Getting companies interested in licensing
poses problems when conveying to companies how the technology works and how they can
apply it. In the meantime, the company can build products that manufacturers can build into
their own products, making it easier to get a hold of. Magnetic conduction technology is
developed and patented by Magnetic Innovations LLC, the parent company of High Fidelity
Cables.
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Industry Outlook

An ever-changing technological landscape and the subsequent shifts in the consumption of
audio and video content are partially responsible for the moderate annual growth of the audio
and video equipment manufacturing industry over the past five years. The continued
offshoring movement and the increasing substitution of industry products have played key
roles in limiting growth. As the broader economy recovered and key macroeconomic factors
improved, the industry recovered as well. As a result of those growth years, it is estimated that
industry revenue has grown 3.3 percent on average per year to $3.4 billion over the five years
to 2016. However, the strength of the rebound has been volatile, and high import penetration
and increased offshoring brought about a decline in industry revenue in 2015. Revenue is
expected to grow 1.3 percent in 2016, but much of this growth is tied to improving consumer
conditions rather than organic growth.!

Audio & Video Equipment Manufacturing in 2016

Key Statistics Revenue Annual Growth 11-16 Annual Growth 16-21
33%  2.1%
. o . 170
Profit Exports Businesses

$4.2bn 4471

Moving production to countries with lower labor costs has become the industry standard over
the past five years. Multinational corporations, such as Samsung, LG, and Hitachi, have moved
their entire manufacturing operations abroad, resulting in massive employment cuts.
Operators that have chosen to remain in the domestic market are mainly focusing their efforts
on manufacturing high-quality sound systems. In addition to a shrinking employee base, the
industry is also undergoing increased consolidation as unfavorable conditions persist.’

The pressures this industry experiences are expected to continue over the next five years as
companies continue offshoring their operations and import penetration rises. These two
factors will only partially offset growing demand for industry products from household
consumers, businesses, and downstream markets. Consequently, industry revenue is expected
to increase over the five years to 2021 at a slower annualized rate. Revenue is forecast to grow
an annualized 2.1 percent to $3.7 billion by 2021. Despite revenue being pegged to grow,
industry enterprises, establishments, and employment are expected to decrease over the five-
year period.’
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The primary product segments of the audio and video equipment manufacturing industry are
depicted in the graphic below. The other consumer audio and video equipment segment
generates 30.3 percent of industry revenue and includes video cameras, jukeboxes, amplifiers,
and public address systems. Also included in this segment are products not easily found or
often sought. For products like these, offshoring has proven costlier than domestic production.
Because many of these products are either highly specialized or relatively rare, manufacturers
like High Fidelity Cables have diversified their supply chains overseas to reduce inventory costs.
By bringing production to the United States, some operators have been able to shorten the
time required to receive parts previously made abroad, allowing them to fulfill orders in a
timelier manner while reducing inventory levels. Consequently, although some operators in
this segment have either exited or offshored their production processes, others have brought
manufacturing back into the United States. Overall, this segment has grown over the past five
years.'

Products and services segmentation (2016)

23%

TVs and accessories

214%

Automotive audio equipment

46.0%

Speakers

30.3%

Other consumer audio
and video equipment

SOURCE: WWW.IBISWORLD.COM

Speakers increased as a share of revenue in the five years to 2016 due to high demand from
movie theaters in particular. Sound systems are usually purchased as a package, and sales of
speakers are generally to audiophiles who are familiar with the latest technological
advancements and music quality of different products. These users are more likely to pay a
premium for industry products if they believe them to be of superior quality. High Fidelity
Cables will produce speakers for consumers who want superior technology in their systems.
The motor vehicle market has experienced unprecedented consumer demand for information
and entertainment in cars. Such demand has increased per car revenue from such systems in
the past five years, and this trend is expected to continue in the next five years.’
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A number of factors from outside the audio and video equipment

manufacturing industry also affect performance. These include | K€y External Drivers
external competition for the audio and video equipment

manufacturing industry, housing starts, per capita disposable

income, corporate profit, and the Trade-Weighted Index. The

high level of imports in the industry demonstrates the high level

of competition domestic operators face from their foreign

counterparts. External competition is expected to remain high in

2016, providing a potential threat to the industry. As the number

of new houses constructed increases, a large number of

consumers are expected to purchase industry products.

Furthermore, housing starts also provide a macroeconomic proxy

for how families are doing financially. As demand for new houses increases, so does the wealth
of families, creating a wealth effect that positively affects the industry. Housing starts are
expected to increase over 2016, indicating a potential opportunity for the industry. Luxury
audio equipment is often considered discretionary with more affordable substitutes readily
available. However, per capita disposable income is expected to increase during 2016. As
corporate profit levels increase, businesses become more likely to upgrade their current
systems, benefiting industry operators. Corporate profit is expected to increase over 2016. The
Trade-Weighted Index measures the US dollar against the currencies of its major trading
partners. As international trade plays a significant role in audio manufacturing, exchange rates
determine domestic manufacturers’ ability to compete based on price. The Trade-Weighted
Index is expected to increase in 2016, which may lead to greater offshoring activities.!

In this industry, there is a lack of awareness about what is actually the best product in high
fidelity audio. Typically, people think of Bose when it comes to high-quality audio, which does
not actually represent the thoughts of the audiophile market. To get its innovative technology
exposed, the company will have to work past the people who, on the surface, appear to
encourage innovation and change within the industry but in reality act as gatekeepers to stop
smaller companies from changing the industry. Large companies want to see the money they
spend on advertising in magazines and media give a healthy return. These companies keep the
appearance of wanting to keep up with the latest technology and help promote innovation,
while the opposite is actually the case.
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Market Analysis

The target market for High Fidelity Cables is veteran audiophiles who spend their lives in pursuit
of higher fidelity and higher-quality audio out of their systems. Most of these people are
intrigued about new technology and want to be on the cutting edge. They don’t necessarily
need name brand for reassurance and are more interested in custom products that have the
best sound. This market is educated enough to make a decision based both on what they hear
in terms of audio quality and their current knowledge of the product.

Audiophiles are an aging community. The person who knows a lot about audio technology
represents one market segment, while audio enthusiasts are another market of people looking
to get the best product for the money. The latter are more difficult to target, since they get
their information from audio magazines and reviewers, and the information these sources
receive is obtained from the manufacturer, leading to a narrow view of the industry. By
creating a brand name for a luxury audio product, there is a trickle-down effect to the
consumer, who will learn that High Fidelity Cables’ products are the most premium products in
the industry.

With respect to age, baby boomers aged 50 to 70 are the primary market, as they have high
disposable income and a lot of knowledge of the product due to being engaged in the industry
for a long time. Younger individuals who use iPads and iPhones to listen to music aren’t really
growing up to care for high audio quality. Target customers are well educated, long-time
audiophiles with industry audio knowledge and are familiar with the industry. The company
has innovative technology that can convert customers to new audio technology, which isn’t
being done by other companies in the market. According to the most recent US census data,
there are approximately 78 million people currently between the ages of 50 to 69. Having such
a large market pool represents a huge number of people to whom the company can potentially
market."

High Fidelity Cables sells worldwide, and most participants in the global market want to buy
American-made products. A distributor that is selling this product to the end user must have
the ability to effectively communicate and educate in various target languages. About 30
percent of the product is exported overseas, and this percentage may increase as marketing is
expanded and focused on a global level.

Across the industry as a whole, exports account for about 47.6 percent of the market and have
declined over the past five years as demand from emerging markets is serviced by foreign
manufacturers. Over the past five years, exports fell at an average annual rate of 5.5 percent to
$2.1 billion as demand from a variety of markets overseas contracted. During the next five
years, exports are projected to decline at an average annual rate of 2.4 percent to $1.9 billion

10
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as overseas competition from lower-wage countries continues to grow and the US dollar
appreciates.!

Major market segmentation (2016)

3.3%

Automotive manufacturers and dealers

49.1%

Other retailers and wholesalers

[

47.6%

Exports

Tota I $ 3 oli b n SOURCE: WWW.IBISWORLD.COM

Outside of export revenue, audio and video products destined for the consumer market are
primarily sold to wholesalers and retailers, who then sell products to household and
commercial customers. Many manufacturers are vertically integrated and have distribution
operations. Direct distribution to mass merchandisers and specialist retailers are the major
customer segments. The current trend of bypassing wholesalers may result in an increasing
share of revenue being generated by specialist retailers. End buyers or users of audio
equipment choose products on the basis of performance, technical differences, and brand
identification; increasing brand recognition will be key to High Fidelity Cables reaching a wider
range of end buyers. When new products are introduced to the market, they tend to be
purchased by high-income customers who are often knowledgeable about the latest
technological trends. Despite the generally high level of customer knowledge, most firms in
this industry spend a significant amount of money on advertising and promotion.!

The United States has a significant and growing trade deficit in audio and video equipment.
Import penetration in US audio and video equipment markets is very high and forecast to grow
over the next five years. Large global firms owned by shareholders outside the United States
(principally in Japan, Korea, and, increasingly, China) have gained a strong foothold in most
segments of this industry. Many US-based brand owners have either increased the proportion
of manufacturing capacity conducted at their plants overseas or outsourced more production
to companies that manufacture overseas. In addition, many companies that are headquartered
overseas have shut down or downsized their US-based manufacturing facilities. An estimated

11
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79.9 percent of imports originate from China and Mexico. Together, China, Mexico, Japan, and
Thailand are expected to account for 88.4 percent of imports in 2016. Import values have
exceeded 100.0 percent of domestic demand in recent years because of re-import activity.!

Exports To... Imports From...
43% T
Japan
4.6 11.6%
Germany Other LIO z(y
1Cu6r;£:1° Ch‘ina 0
35.8%
Mexico 39.7%
Mexico

Similar to imports, total industry exports have at times exceeded total industry revenue.
Though undisclosed, this discrepancy may be the result of re-exports being understated. Re-
exports are products that are produced somewhere else and sent to the United States for a
small adjustment or to alleviate trade barriers between countries; the products are then
exported to their final destination. Exports from US manufacturers are estimated to actually
represent less than 50.0 percent of industry revenue in 2016. Without adjustment, exports are
expected to decrease from $5.2 billion in 2011 to $4.2 billion in 2016, representing an
annualized decrease of 4.0 percent over the five-year period. The major destinations of US
exports in 2016 are Mexico and Canada, totaling over 52.0 percent of all exports. Exports are
forecast to decrease at an annualized rate of 2.1 percent over the next five years through 2021
as industry operators take advantage of the cost savings associated with offshore production.’

12
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CompetitiveEnvironment

Concentration has decreased overall during the past five years as major corporations continue
to move their production plants abroad. When considering importers, industry concentration is
significantly lower. Manufacturers located in Japan, South Korea, and China are the major
source of audio products supplied in the United States.'

Basis of Competition

Successful companies, both large and small, that focus on selling within the target market of
audiophiles will directly compete with High Fidelity Cables. The bigger a company gets, the
more likely they are to get into retail stores like Best Buy, and the less likely they are to appeal
to audiophiles; these products become less original, unique, and appealing to the target
market. While competitors do not sell the same patented products that High Fidelity Cables
sells, they do appeal to the same target market and are more established as brands.

Nordost
93 Bartzak Drive

+
Holliston, MA 01746 N @R D O ST
nordostcom

Nordost is a premier manufacturer of high fidelity audio cables and accessories in the consumer
electronics industry. In 1991, the company first made a name for itself with its revolutionary,
flat audio cables, which used conductor solutions developed from unique technologies
originally engineered for the aerospace industry. Nordost strives to enhance audio
technologies and to bring what were once unattainable goals into fruition. Over the past two
decades, Nordost has grown its product line from just one cutting-edge cable to an extensive,
all-encompassing range of high fidelity audio solutions, including audio and video cables, power
products, and resonance control devices. Nordost cables, including the first American-made
HDMI and UHD cables, are handcrafted in the United States to serve an international clientele.
Nordost is unknown as a retail product, although they are beginning to lean that direction.’

Synergistic Research

17401 Armstrong Avenue ‘/ SYNERGISTIC RESEARCH
|rV|ne, CA 92614 V\ NEVER COMPROMISE » SYNERGISTICRESEARCH.COM

synergisttresearclcom
Synergistic Research cables are developed through objective measurements, advanced active

technologies, and proprietary cable geometries. Each cable is voiced through a series of
subjective listening tests to select material combinations that enable each cable design to

13



High Fidelity Cables
Business Plan
XXXX XXXXXXX
(xxx) xxx-x%XX

reproduce music that is as close to live as possible. Synergistic Research has marketed products
successfully enough to compete against big brands."

The Quest Group, dba AudioQuest
2621 White Road
Irvine, CA 92614
audiogestcom

AudioQuest, founded in 1980 by William E. Low, is a manufacturer of audio/video cables,
digital-to-analog converters, headphones, power-conditioning products, and various
audio/video accessories. AudioQuest is no longer known to focus on high-end audio, and their
products are in consumer electronic stores despite claiming to match high levels of
performance while selling at high prices. AudioQuest is based in Irvine, California, has offices in
the Netherlands and Hong Kong, and distributes its products to approximately 65 countries
throughout the world."

Kimber Kable
2752 South 1900 West

Odgen, UT 84401 4 KIMBER KABLE,

kimberkablecom

Established in 1979, Kimber Kable is the brainchild of inventor, engineer, and entrepreneur Ray
Kimber. Kimber Kable's products are well respected and known in the high fidelity cable
community as solid entry-level cables. Product lines include interconnects, digital/video cables,
and loudspeaker cables."

Emotiva Audio Corporation
135 SE Parkway Court

Franklin, TN 37064 C_I'\/IOTl\/ﬁ RETHINK HIGH-END™

emotiva.com

Emotiva is a direct seller of home theater and audiophile electronics, as well as a line of
speakers. Emotiva is the in-house brand of a US-based Original Equipment Manufacturer of
electronics that makes some of the industry’s pricier products. Founded by Dan Laufman,
Emotiva was formed out of his passion for music and home theater with the idea of bringing
high-quality, high-end equipment directly to consumers."

14
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Monster Inc.
455 Valley Drive

Brisbank, CA 94005 .‘ MnNSTEni

monsterproducts.com

Monster Inc. is an American company that manufactures and markets 6,000 different products
but is best known for audio and video cables. It also produces speakers, headphones, power
strips, mobile accessories, and audio devices for automobiles. The company was founded in
1979 by audiophile and engineer Noel Lee through his experiments with different ways to build
audio cables. The company grew by doing demonstrations to convince the industry that audio
cables made a difference in audio quality and by establishing relationships with retailers that
were attracted to the cable's profit margins.Vii

Competitor Strengths

Competitors have done a good job at generating brand awareness and getting product
exposure. The problem that new companies face is that the methods have changed; whereas a
magazine used to have more influence than a computer, now more individuals are relying on
the internet for information. Even though the competition has marketed well, High Fidelity
Cables will not be able to copy this strategy as the influences have changed, limiting new
players.

Emotiva is an example of a company that has generated solid product exposure, getting its
name out in front of high-end consumers.

Competitor Weaknesses

Competitors are moving away from audio cables and into accessories; there are too many
choices and too much cost involved. Establishing themselves as the best brand and
communicating innovation within their own brand is important but costly and is currently not
being done by these competitors.

High Fidelity Cables - Competitive Advantages

Quality of technology is a huge advantage for High Fidelity Cables. In addition to the cable
itself, there are other visible features of the product that show people that it is not just a cable
but includes modules for magnetization and other functions that can appeal to the consumer.
High Fidelity Cables has an embodiment patent for how the product is put together. The

company has both US and Canadian patents on the technology. To get a Canadian patent, a
company must prove that the product is functionally viable; in the United States, this is not the
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case. Therefore, it is more difficult to acquire a Canadian patent. The technology covers the
embodiment of using a magnet on a cable or magnetizing a cable. The process of putting a
magnet in series with an actual conductor and magnetizing the conductor is covered under the
patent. The patents are fairly complex, created by an award-winning firm, business partner and
part owner Xxxx Xxxxxx, one of the foremost winning patent attorneys in the United States and
representing corporations like Lockheed Martin and Sony Ericsson.

Barriers to Entry

This industry is expected to have high barriers to
entry due mainly to the need for large investments in  Barriers to Entry checklist

production facilities, distribution networks, and competition High
especially for research and development (R&D). This Concentration High
is a high-technology industry that often incorporates Life Cycle Stage Decline
patented intellectual property. This requires high Capital Intensity

Lo . . . Technology Change High
initial investment  in machinery, product

Regulation & Policy
Industry Assistance

specifications, and testing. In most segments, it is
necessary for producers to regularly make significant
investments in R&D to continue introducing SOURCE: WWW.IBISWORLD.COM
innovative products.!

In addition, established brands and cost advantages for larger firms can offer large incumbents
competitive advantages relative to newcomers. Strong brand recognition can increase demand
for a certain company’s products. Additionally, large-scale operations can have significant
leverage over suppliers. Large companies can also defray R&D, production, marketing, and
distribution costs over larger revenue bases, resulting in higher profit.’
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Critical Risks and Solutions

Although the technology the company utilizes is new and innovative, it is also very simple: using
magnetized atoms versus non-magnetized atoms. There is a fair amount of risk of another
company understanding the technology and utilizing it itself. Although the product is patented,
a company could potentially understand how it works and work around the patent. Large
corporations compete at a fully different level. However, the patent that the company has is
fairly comprehensive, and the attorney working for the company is a leading figure in patent
law who could deter companies from replicating the technology and instead force them to a
buy-out or licensing strategy.

High Fidelity Cables will require a sales team but does not currently have one because it is
stretched too thin. To fix this, the company will hire managers who are dedicated to the cause
and have the vision to see that the opportunity could change their lives. Putting the right team
together beyond the owner’s immediate family is a challenge, but one that Xxxx Xxxxxxx thinks
can be overcome.

Manufacturing must be able to keep up and grow with product demand. As the company
continues to grow, it needs to find additional manufacturing facilities. This could happen on
two different levels—either by outsourcing or manufacturing itself. Currently, the company can
manufacture a certain amount of the product for smaller orders. A major problem with
outsourcing is the ability to get the products quickly. To accomplish this requirement of
additional sales and inventory, the company will find a domestic or overseas manufacturing
plant to scale the product.
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Management and Persnnel

Management
XxxxXxxxxxx;, President, General Manager

Mr. Xxxx Xxxxxxx got into car sales and was an award-winning car salesman at a Ford Motor
Company dealership in Canada. He helped propel the company to the number one car
dealership in Canada in terms of profit. While working for the dealership, customer satisfaction
grew to peak levels. He later repeated that feat at several other dealerships through his ability
to effectively communicate to customers and reinvent the way products were sold.

Xxxx currently utilizes his ability to effectively communicate the product to the customer at
High Fidelity Cables, which is one of the reasons that no additional salespeople have been hired
as of yet. Even if an experienced and effective salesperson was hired, that individual would still
have to learn about the products and technology and at first would not be able to communicate
it as quickly and effectively as Xxxx is able to do today.

Other Personnel

Xxxx currently has an all-encompassing role in the company. This role will change as the
company grows and he is able to drop certain roles to focus on others. Xxxx currently oversees
parts inventory, sales, and marketing. He has no one working under him in sales, inventory
control, or parts management. He plans on stepping back from active involvement in all of
those positions and will instead take on the role of overseeing such duties.

The company has other business partners. However, no other partners are involved in daily
activities of the organization.

Going forward, the company is looking to employ customer service members and a new sales
team. High Fidelity Cables handles a significant amount of repeat sales. Customers’
repurchasing and increased spending habits show that what a buyer spends in one year will be
increased by 50 percent in the second year; they continue to buy more and more product as
they become familiar with the company and the technology. Customer service plays a large
role in repeat sales.

Supporting Services

To effectively communicate the technology, a graphics artist and a 3D animator are utilized to
market the product and educate the end-user about its benefits.
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Xxxx Xxxxxx provides legal counsel to the company as necessary. Mr. Xxxxxx is a trial attorney
for some of the largest corporations in the world. These include major airlines, energy
companies, telecommunications firms, and investment banking houses.
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Marketing Strategy

Product and technology education through physical demonstrations play a huge role in getting
customers interested. There are approximately eight important worldwide trade shows the
company will attend to physically demonstrate the products annually.

Marketing is a relatively effective sales tool, as the company has been able to grow to current
revenue levels without a sales team. In order to make the sales force effective, their ability to
accurately educate customers about products and technology that makes the products valuable
is important. It takes about 30 minutes to fully educate individuals through a full presentation
about magnetism to show that electricity is magnetic; the concept begins to make more sense
at this point. The company would like to expand into more videos, but the next step becomes
getting the videos placed into the proper avenues. Videos are able to provide a continual
marketing platform in multiple languages. YouTube has become a good vehicle to record audio
systems and demonstrate the difference between quality levels of cables. Even a very poor
sound system can record higher-quality audio with better cables.

Xxxx understands that marketing is essential to accurately explaining what the product is rather
than solely relying on a salesperson who was trained in an antiquated way and may
unknowingly manipulate information through the story to sell a product. Almost as innovative
as the product itself is the way that marketing and sales are executed at the company. Rather
than hiring salespeople, High Fidelity Cables has employed a graphic artist and 3D animator on
staff who are continually creating new works to better explain the product.

In audio products, the sonic attributes will change over time—a period known as break in This
term is well understood in the industry. Most of the companies in the industry create products
that sound the best the moment you buy them and degrade over time. High Fidelity Audio
manufactures products that will sound better after 30 days of use rather than in the first hour
of use. The customer will be expecting better initial sound and will receive better sound as they
continue to use it. The customer must be re-educated based on that expectation, showing
them why, and proving it to be true; confidence is developed over the long term as the
customer recognizes the knowledge and quality of the company.

In marketing, from when a product is ordered to the time it is received, the value of the product
is meant to be increased. It is important to give the customers a well built-up experience as
they are waiting to receive their product by showing them how the product is built and what is
put into the product. The satisfaction of ownership, even for a bad product, has more to do
with the preconceived notion about a product rather the joy it actually brings once it is
received. High Fidelity Cables currently communicates directly with the customer after
purchase through the receipt of the product to build an understanding and relationship that
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other companies simply don’t do today. The company sends emails about the manufacturing
and use of the product before it ever arrives at the customer’s door.
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Overall sales are expected to increase to $993,000 in the first year after achieving the loan,
growing to over $3,027,000 in Year 5.

Projected Sales
Fiscal Year Calendar Dates Expected Sales
Year 1l July 2016 — June 2017 S 993,000
Year 2 July 2017 — June 2018 S 1,494,000
Year 3 July 2018 — June 2019 S 2,174,599
Year 4 July 2019 — June 2020 S 2,609,518
Year 5 July 2020 — June 2021 S 3,027,041

Projected Sales

Overall cash flow from operations is expected to exceed $1,000,000 in Year 5.

Projected Cash Flow from Operations
Fiscal Year Cdlendar Dates Expected Cash Flow
Yearl July 2016 — June 2017 $ (5,409)
Year 2 July 2017 — June 2018 5 260,372
Year 3 July 2018 — June 2019 5 628,219
Year 4 July 2019 — June 2020 5 853,786
Year 5 July 2020 — June 2021 5 1,068,148
Projected Cash Flow
$1,200,000
$1,000,000 — h
$800,000 -~
$600,000 =+
$400,000 +
$200,000 = 1
S ‘"
$(200,000) ~“Year1 Year2
Year 3 Yeara
—Year _5

22



High Fidelity Cables
Business Plan
XXXX XXXXXXX
(xxx) xxx-x%XX

Net income projections are similar but include a depreciation expense and only the interest

portion of the loan.

Projected Net Income From Operations - Prior to Dividend
Fiscal Year Calendar Dates Expected Net Income
Year 1 July 2016 — June 2017 s {11,009)
Year 2 July 2017 — June 2018 5 260,948
Year 3 July 2018 — June 2019 5 635,482
Year 4 July 2019 — June 2020 5 £68,293
Year 5 July 2020 — June 2021 5 1,090,498
Projected Net Income
$1,200,000 o
$1,000,000 = .
$800,000 - - - _
$600,000 — ) N
$400,000 ] _
$200000 =+~ 1 - ) '
g &
$(200,000) ~“Vearl__ ., e -
Year 3 Year 4 M
Year 5

High Fidelity Cables is seeking an $800,000 loan.
The majority of these funds will be used for
equipment to bring production in-house, totaling
$500,000. Working capital, which will provide six
months of fixed expenses during the ramp-up
period, will total $230,000. Approximately $25,000
in inventory expenses can also be expected.

Breakeven decreases in future years due to high
expected sales growth.

High Fidelity Cables
Breakeven Analysis
Year 1: Year 2: Year 3:

Fixed Costs: S 293,672 S 318,843 S 348,863
Cost of Materials: S 196,060 S 294979 S 429,357
Variable Labor: S 153,815 $ 231,419 S 336,844
Variable Operating Expenses: $ 299,150 $ 332,675 S 375,604
Projected Sales: S 993,000 $ 1,494,000 S 2,174,599
Breakeven Sales: S 847,784 S 750,246 S 734,549
Breakeven Monthly Sales: S 70,649 S 62,520 S 61,212

23

High Fidelity Cables
Sources and Applications of Funding
Sources:
Owner Cash S -
Loan S 800,000
Investment S -
Total Sources: $ 800,000
Applications:
Property Purchase S -
Renovations S -
Equipment S 500,000
Working Capital S 230,366
Reserve S 44,634
Inventory S 25,000
Total Applications: $ 800,000
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High Fidelity Cables

Pro Forma Income Statement:

5 Year Summary

Total Sales:

Material Costs
Variable Labor
Cost of Goods Sold

Gross Margin:
Percent:

Operating Expenses:
Salaries

Utilities

Payroll Taxes and Benefits
Advertising

Office Supplies

Insurance

Maintenance and Supplies
Accounting

Legal and Professional Consulting
Licenses

Telephone

Property Tax

Rent

Auto

Computer/Internet
Janitorial

Meals and Entertainment
Travel

Miscellaneous *
Depreciation

Total Operating Expenses:

Other Expenses:

Interest

Total Other Expenses:
Total Expenses:

Net Profit (Loss) - Pretax:
Income Tax

Net Income:

Dividends:

©“ n n

Yearl
993,000

196,060
153,815
349,875

643,125
64.77%

42,000
14,400
29,372
60,000
5,400
3,000
4,800
1,500
24,000
1,200
14,400

93,600
12,000
9,000
4,500
12,000
132,000
49,650
80,000
592,822

61,311
61,311
654,133

(11,000)

(11,009)

Year 2

$1,494,000

$

E2 2R Vo R Vo N Vo NS Vo S V0 S Vo S Vo S V2 SR V0 S W S V0 S Vo S Vo S Vo SE Vo SR Vo S Vo SR Vo S Vo S U

w

294,979
231,419
526,398

967,602
64.77%

44,100
15,120
41,328
63,000
5,670
3,150
5,040
1,575
25,200
1,260
15,120

98,280
12,600
9,450
4,725
12,600
138,600
74,700
80,000
651,518

55,136
55,136
706,654

260,948

260,948

Year 3
$2,174,599

$ 429,357
$ 336,844
$ 766,201

$1,408,397
64.77%

46,305
15,876
57,472
66,150
5,954
3,308
5,292
1,654
26,460
1,323
15,876

103,194
13,230
9,923
4,961
13,230
145,530
108,730
80,000
724,467

B i ¥ ¥ Y Y Y Y Y RV R V2 SR Vo S V) S V2 IR V2 S V0 RV IRV RV R VS

wn

48,448
$ 48,448

$ 772,915

$ 635,482

$ 635,482

Year4
$2,609,518

$ 515,229
$ 404,212
$ 919,441

$1,690,077
64.77%

48,620
16,670
67,925
69,458
6,251
3,473
5,557
1,736
27,783
1,389
16,670

108,354
13,892
10,419

5,209
13,892

152,807

130,476
80,000

780,579

fUnrnrurnrunrnuornnnunnnnnnnnennnnnnnnnnnnnn

wr

41,205
$ 41,205

$ 821,784

$ 868,293

$ 868,293
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Year 5
$3,027,041

$ 597,666
$ 468,886
$1,066,552

$1,960,489
64.77%

51,051
17,503
77,991
72,930
6,564
3,647
5,834
1,823
29,172
1,459
17,503

113,771
14,586
10,940

5,470
14,586

160,447

151,352
80,000

836,629

R Vo R Vo N Vo S Vo A Vo S Vo S Vo S Vo T Vo S Vo T Vo S Vo SR Vo S Vo S Vo SR Vo S Vo SR Vo S Vo R Vo

wr

33,361
$ 33361

$ 869,991

$1,090,498

$1,090,498

$ -

* Includes credit card fees, a budget for equipment repair, and other miscellaneous expenses

27



High Fidelity Cables

Business Plan

XXXX XXXXXXX
(xxx) xxx-x%XX

(60t's)
(60v'3)

601'866

ZTL'SET
059'6
000'2€T
000°CT
00S'y
000'6
000'2T
009'c6
00¥'7T
002'T
0007
00S'T
008'7
000'e
oor's
00009
ze'6e
00¥'¥T
000'zy
GT8'€ST
090'96T

$

$

(6ov's) $
7888 $

9TT'06

60€°TT
0S6%
000°TT
000°T
SLE
0SL
000'T
008'L

00Z‘T
00T
000°C
Sct
oov
0S¢
0st
000°S
ST8'T
00Z‘T
00S°E
SEE'ST
L¥S'6T

000'¢66 $ 00066 $

TJeaj

LT-unrt

(e62'¥T)
09T'L

0v8'88

60€°TT
008%
000'TT
000°T
SLE
0SL
000'T
0082

00Z'T
00T
000'C
149
oov
0st
oSy
000's
95L'C
00Z'T
00S'€
04871
¥56'8T

00096

LT-Aey

$ (esv'te) ¢ (068'92) $

$

$

er's ¢

£95'/8

60€°TT
059%
000°TT
000°T
SLE
0SL
000‘T
008'L

$
$
$
S
S
S
$
$
$
$
$
$
S
00zT  $
00T $
0007 $
[ras $
ooy $
0sT $
0sy $
000s $
989c ¢
00zT  $
00se $
WOrYT  $
T9EBT S

000'c6  $

LT-1dy

viz'e ¢

982'08

60€°TT
00SY
000'TT
000°T
SLE
0SL
000'T
008°L

00T
00t
000
SCT
(004
0S¢
osy
000°S
919'C
002°T
00S€
TV6'ET
0LLLT

00006 $

LT-JeN

(v09'0€)
166'T

600'G8

60€‘TT
0SEY
000°TT
000°T
SLE
0SL
000°T
008'L

00Z'T
00T
000C
748
oov
0S¢
oSy
000's
ST
00Z'T
00S'€
9/¥'ET
LLT'LT

000°/8

L1-9°4

$

$

(g65°2€)
192

€eL'e8

60€°TT
00Zv
000'TT
000°T
SLE
0SL
000‘T
008°L

00Z'T
00T
000'C
Y49
[ol04
0S¢
oSy
000°s
LLY'T
00Z'T
00S'€
TI0'eT
68591

00078

L1-uer

$

$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$

(c98°z€)
(9sv'T)

95v'28

60€°TT
050%
000°TT
000°T
SLE
0SL
000°T
0082

00Z'T
00T
000
st
oo
0s¢
0st
000°s
L0V'T
00Z'T
00S'€
1¥STT
€66'ST

000'T8

91-93a

$

$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$

(9ov'1€)
(6L1'¢)

6.T'18

60€°TT
006°€
000°TT
000°T
SLE
0SL
000‘T
008'L

00Z‘T
00T
000°C
Sct
oov
0S¢
0st
000°S
LEET
00Z‘T
00S°E
780°CT
00v‘ST

00082

9T-AON

$

$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$

(Lee'se)
(€06'Y)

£06'6.

60€°TT
0SLE
000'TT
000°T
SLE
0SL
000'T
008°L

002°T
00t
000C
SCT
(00,4
0s¢
ost
000's
89C'C
002°T
00SE
L19°TT
8081

00052

9T-P0

$

$

VEUVE NV )

$

sasuadxa snoaue||3siw Jay1o pue ‘Jledas Juawdinba Joj198png e ‘s93) PIed 1P SAPNU|

(vee'ee)
(6e€'9)

6€8'8L

60€°TT
ST9'e
000°TT
000°T
SLE
0SL
000°T
008'L

00Z°T
00T
000'C
ET4%
oov
0s¢
0st
000°S
012'?
00Z°T
00S°E
0€T'TT
STEVT

00S'2L

91-das

$ (g86'91) $ (1T2'6)

$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$

(S2'2) ¢

GLL'LL

60€°TT
00S€
000'TT
000°T
SLE
0SsL
000‘T
008°L

00Z'T
00T
000'C
149
[0l04
0S¢
o574
000°s
1STC
00Z'T
00S‘€
£78°0T
TC8'€T

R Y T R Y R Vo A VY A Y 2 Vo BV Y A Y Y R RV S VY R R 2

000°'0L $

9r-8ny

(tte'e)

TTL'9L

60E‘TT
SLE'E
000°TT
000°T
SLE
0SL
000°T
008'L

002°T
00T
000C
SCT
ooy
0s¢
0st
000's
£€60'C
002°T
00S°E
95701
LTEET

00S'29

9t-Inr

R Y A Y R Y R Vo B Y R AR Vo S VR Vo ARV N Vo AV SV TR Vo SR Vo R Vo B Y R R AR 2

:MO[4 Use) SAIze[NWNY

:MO4 UseD 18N

'sjuUBWasINgsIq yse) [e1ol
SjuawWasINgsig 43Yy10
SpuaplAlq

Xe| awodu|

juawAed ueoq

« SNOBUE||3DSIN

|anea|

juswulelalul pue s|esin
|elouer
19ui91u|/493ndwo)

oy

sy

xe] Auadoud

suoyda|ayl

sasuadI

Bunnsuo) |euoissajouid pue |e3a]
Sununoooy

sa1|ddng pue ssueuaiulep
Qoueansu|

sal|ddns 32140
8ulsiuaApY

s11jauag pue saxe] ||0JAed
saninun

saleles

Joqeq 3|qelep

$150) |ela1eN
SlusWasINgsIg ysed

:51d1899Y yse) [e101

T Jeaj
“JUBWIaYLIS MO|H yse) paroalold

sa|qe) Aujapi4 ybiH

28



High Fidelity Cables

Business Plan

XXXX XXXXXXX

(xxx) xxx-x%XX

sasuadxa snoaue||adsiw Jay10 pue ‘Jiedal Juawdinba o) 198pnq e ‘s9a) PJed 1IPaId SAPNJIU] 4

18T'€88 $ T18T'€88 $ 068'€69 $ 66012 $ gge'sLe $ 296'vSC $ 296'vSC $ 960'TST $ ¥.9'LL $ T¥6'9C $ MO ysed aAle[nwing
6T2'829 $ 162687 $ 06L'69T $ SIL'SYT $ zev'eet $ 2.£'09¢ $ 198'€0T $ cev'eL $ 2EL'0S $ TSE'TE $ MO|4 UseDd 18N
08E'WST  $ 8LV'OTY $ 0£0'96€ $ €6T'8LE $ 8.9'T9¢ $ 829'teC’T $ EET'EE $ 8/GYTE $ 89L'.6C $ 6vT'v8e $ :SJUBWIBSINGSIA Yse) [e10L
- $ - s - s - s - s - $ - s - s - s - S S)uUBWaSINGSIQ JBYI0
- % - s - s s s s s s s s spuapialq
- % - s - s - % - s - % - s - s - S - 5 Xe] awodu|
CTL'SET $ 8r6'EE S 8T6€E $ 8T6€E S 8z6'EE S CTL'SeT $ 86'€E S 8T6'EE S 8T6'EE $ 8T6€E $ juswAhed ueol
0€.'80T $ 886'6C $ 1678 $ S6I9C S SSTYT S 00L'%L $ 0507C $ 0oov'el S sl $ Sz8'sT S « SNO3UE||DSIN
0€5'SKT $ €8e'9E S €8E9E S €8E9E $ €8€'9€ $ 009'8eT $ 099%€ $ 0S9%€E S 0S9%E S 0S9%€E S |anes
0£Z'eT $ 80E‘€ $ 80E€ $ 80E€ S 80E'€ $ 009'CT $ 0STE $ 0ST'E $ 0ST'E $ 0ST'E $ JUSBWUIRMIUT puE S|eaA
1967 $ ove'T S ove'T $ ove'T S ove't S sy $ 1817 $ TI8T'T $ TI8T'T S TI8TT $ |elo3uer
€26'6 $ I8Y'T S 18¥'C $ 18¥'C S 180T S 0Sv'6 $ €9€C S €9€C S €9€C S €98C S 19uIdu|/493ndwio)
0€Z'eT $ 80E€ $ 80E€ $ 80E‘E S 80E'€ S 009'CT $ 0STE $ 0ST'E $ 0ST'E $ 0ST'E S omny
¥6T'€0T $ 66L'ST S 66L°GT S 66L°GT S 66L'SC S 082'86 $ 05T S 0.5 S 0.5 $ 0.5 S w3y
- $ - s - s - s - s - $ - s - s - s - $ xe| Auadold
9/8'ST $ 696°€ S 696°€ S 696 S 696°€ S 0¢T'sT $ 08L€E S 08LE S 08L'E S 08L'E S auoydajaL
€2€'T $ TEE S TEE S TEE S TEE S 09T $ <IE S SIE $ SIE $ SIE S sasuan
09%'92 $ S199 $ S199 $ S199 S S199 S 002'se $ 00€9 $ 00€9 $ 00€9 $ 00€9 S 8unynsuo) |euolssajold pue [ega]
¥59'T $ €I S €I S €I S €Iy S QST $ v6e S v6E S ¥6E S ¥6E $ 8ununoxny
262's $ €CET S ETET S ETET $ €T S 0v0's $ 09¢T $ 09T $ 09T $ 09T $ sal|ddng pue adueuajulei
80€‘c $ L8 S (8 $ (8 S [T8 S 0ST'e $ 88L S 88L S 88L S 88L $ 2oueJNSU|
¥56'S $ 88Y'T S 88Kl S 88yl S 88yl S 0.9'S $ 8I¥'T S 8V S 8IVT S 8IVT S sal|ddns 2140
0ST'99 $ 8591 $ 8ES9T $ 8€S9T S 8€S9T S 000'€9 $ 0sL'sT $ 0SL'ST $ 0SL'ST $ 0SL'ST S Suisiuanpy
uy'lS $ wo9'st S €88%1T $ 606°€T S 800°€T S 8ZE'Ty $ 006TT S 69901 SR TA S 8006 S s114auag pue saxe] ||olAed
9/8'ST $ 696°€ S 696°€ S 696°€ S 696°€ S 0Cr'sT $ 08L€E S 08L'E S 08L'E S 08L'E $ saiynN
S0E'9Y $ 9LSTT $ 9/5°TT $ 9/5°TT $ 9/5TT S 00T'vw $ STo'TT $ STOTT $ STOTT $ SZOTT S sale|es
8'9ee $ t06'C6 S Sv9'/8 $ ESTT8 S wi'sL S 6Ir'TEC $ TIEB9 $ TOT'09 $ T86'€S S 9206k S Joge a|qeliep
1SE'6ey $ 0Tr'8IT S LTLTTT S Twp'eot S 6LL'S6 S 66762 $ ¢08 $ 8099, $ 60889 $ 06v'C9 $ 150D |l

sjuswasIngsig ysed
665'7.T'C  $ 0.L'66S $ T128'59S $ 806'€eS $ 00T'S8y $ 000'v6V'T $ 000'THy $ 000'88E $ 005'8vE $ 00591 $ 531993y yse) [e3oL

€Iesp 176] €0 70 10 Zfed) ¥0 €0 [4e} 10

€% ¢ Jea)
“JUBWISYEIS MO|4 yse) paldaloid

sa|qed Aujapid YbiH

29



High Fidelity Cables

Projected Cash Flow Statement:

5 Year Summary

Total Cash Receipts:

Cash Disbursements:
Material Costs

Variable Labor

Salaries

Utilities

Payroll Taxes and Benefits
Advertising

Office Supplies

Insurance

Maintenance and Supplies
Accounting

Legal and Professional Consulting

Licenses

Telephone

Property Tax

Rent

Auto

Computer/Internet
Janitorial

Meals and Entertainment
Travel

Miscellaneous *

Loan Payment

Income Tax

Dividends

Other Disbursements
Total Cash Disbursements:

Net Cash Flow:

Cumulative Cash Flow:

$

R VT Vo R ¥ RV I Vo S Vo RV R Vo Vs S ¥ A ¥ RV S V2 T Vo S ¥ SV RV I Vo T Vo TR V0 SV BV R Vo SV R Vo S

©

$

Year 1

993,000

196,060
153,815
42,000
14,400
29,372
60,000
5,400
3,000
4,800
1,500
24,000
1,200
14,400
93,600
12,000
9,000
4,500
12,000
132,000
49,650
135,712

998,409

Year 2

$1,494,000

294,979
231,419
44,100
15,120
41,328
63,000
5,670
3,150
5,040
1,575
25,200
1,260
15,120
98,280
12,600
9,450
4,725
12,600
138,600
74,700
135,712

1,233,628

R Vo Vo R VRV I V2 S Vo i Vo RV RV I V2 S Vo i Vs S 0 R VI V2 S Vo SV R Vo T Vo SR V2 S V SV R Vo RV SR Vo8

(5,409) $ 260,372

(5,409) $ 254,962

Year 3

$2,174,599

S 429,357
S 336,844
S 46,305
$ 15,876
S 57,472
S 66,150
S 5,954
S 3,308
S 5,292
S 1,654
S 26,460
S 1,323
$ 15,876
S -

S 103,194
S 13,230
S 9,923
S 4,961
S 13,230
$ 145,530
S 108,730
$ 135,712
S

S

S

$

1,546,380
$ 628,219

$ 883,181

High Fidelity Cables
Business Plan
XXXX XXXXXXX
(xxx) xxx-x%XX

Year 4 Year 5

$2,609,518 $3,027,041

$ 515229 $ 597,666
$ 404,212 S 468,886
$ 48620 $ 51,051
$ 16670 $ 17,503
$ 67925 $ 77,991
$ 69458 S 72,930
$ 6251 S 6,564
$ 3473 S 3,647
$ 5557 $ 5834
$ 1,73 $ 1,823
$ 27,783 S 29,172
$ 1,389 $ 1,459
$ 16670 S 17,503
$ - S -

$ 108,354 $ 113,771
$ 13,892 $ 14,586
$ 10,419 S 10,940
$ 5209 S 5470
$ 13,892 $ 14,586
$ 152,807 $ 160,447
$ 130,476 $ 151,352
$ 135712 $ 135,712
$ - S -

$ - S -

S - S -

$1,755,732 $1,958,893
$ 853,786 $1,068,148

$1,736,967 $2,805,115

* Includes credit card fees, a budget for equipment repair, and other miscellaneous expenses
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High Fidelity Cables
Best-Case Scenario 15% Increase in Revenues

Year 1l Year 2 Year 3 Year 4 Year 5
Total Sales: $1,141,950 $ 1,718,100 $2,500,788 $3,000,946 $3,481,097
Cost of Goods Sold $ 402,356 $ 605358 $ 881,131 $1,057,358 $1,226,535
Gross Margin: $ 739594 $ 1,112,742 $1,619,657 $1,943,588 $2,254,563
Percent: 64.77% 64.77% 64.77% 64.77% 64.77%
Total Expenses: $ 654,133 $ 706,654 $ 772,915 $ 821,784 $ 869,991
Net Profit (Loss) - Pretax: $ 85460 $ 406,088 $ 846,742 $1,121,804 $1,384,572
Income Tax S - S - S - S - S -
Net Income: $ 85460 $ 406,088 $ 846,742 $1,121,804 $1,384,572
Dividends: $ - 3% - % - $ - $ -
Worst-Case Scenario 15% Decrease in Revenues

Year 1l Year 2 Year 3 Year4 Year 5
Total Sales: $ 844,050 $ 1,269,900 $1,848,409 $2,218,090 $2,572,985
Cost of Goods Sold $ 297,394 $ 447,438 $ 651,271 $ 781,525 $ 906,569
Gross Margin: $ 546,656 $ 822,462 $1,197,138 $1,436,565 $1,666,416
Percent: 64.77% 64.77% 64.77% 64.77% 64.77%
Total Expenses: $ 654,133 $ 706,654 $ 772,915 $ 821,784 $ 869,991
Net Profit (Loss) - Pretax: $ (107,477) $ 115808 $ 424,223 $ 614,781 $ 796,425
Income Tax $ - S - S - S - S -
Net Income: $ (107,477) $ 115808 $ 424,223 $ 614,781 $ 796,425
Dividends: $ - $ - $ - $ - 8 -
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