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1.0 Executive Summary

The purpose of this business plan is to secure a $1,000,000 mortgage for the development
of a salon suites business based in Alexandria, Virginia. Suite & Strand Alexandria LLC
(“the Company”) was founded by Matthew Deutsch. Full scale revenue generating
operations are expected to commence in the fourth quarter of this year. The Company will
generate substantial revenue from the ongoing rental of salon suites to stylists, nail
stylists/technicians, and other esthetically focused professionals within the greater
Washington DC market.

Operations

As noted above, the primary revenue center for the business will come from the ongoing
leasing of luxury salon suites at the Company’s facilities in Alexandria. The Company will
typically generate $300 to $500 per week per rental. The location will have 10 spaces
available for rent among beauty focused professionals.

It should be noted that one of the suites will be reserved specifically for the operations of
Matthew Deutsch who is an experienced hair stylist and hair care professional. This aspect
of operations will produce substantial profits that will further contribute to the economic
stability of Suite & Strand Alexandria.

The third section of this document will further discuss the operations of the business.
The Financing

As noted above, the company is currently seeking $1,000,000 as a mortgage to acquire a
property that can have the ten luxury salon suites. The entirety of this capital will be used
for this purpose. This salon suites business plan assumes that the company will receive a
25-year loan carrying a 7.5% interest rate.

Matthew Deutsch will contribute $200,000 towards the venture which will be principally
used for furniture, fixtures, equipment, as well as for working capital purposes.

The Future

The Company intends to develop and implement high impact marketing campaigns that
will make Suite & Strand Alexandria a widely respected salon facility in the Alexandria
area. The Company will conduct extensive direct outreach with hair stylists, nail stylists,
and beauty professionals in this market in order to have them consistently use the facility
for their respective business operations.
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Target Market Area Household Income

$201,635
532,341
Powered by Bing
® TomTom
Target Market Area Population
$201,635
$32,341
Powered by Bing
© TomTom
Target Market Area Demand
$18,005,064
$9,060,216
$115,368

Powered byBing
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Revenue Forecasts

Proforma Profit and Loss

Year 1 2 3 4 5
Revenue $465,300 $502,524 $542,726 $586,144 $633,036
Cost of Revenue $28,065 $30,310 $32,735 $35,354 $38,182
Gross Profit $437,235 $472,214 $509,991 $550,790 $594,853
Total Operating Costs $219,242 $227,158 $235,408 $244,012 $252,988
EBITDA $217,993 $245,056 $274,583 $306,778 $341,866

Revenue, Operating Costs, EBITDA

$700,000
$600,000

$500,000

$400,000
$300,000
$200,000
$100,000

$0
2 3 4

=@-=Revenue ==@=Total Operating Costs EBITDA
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2.0 The Financing

2.1 Funds Required

The funds sought in this document will be allocated as follows:

Use of Funds

Location Acquisition $1,000,000

A= | Furniture, Fixtures, and Equipment $85,000
Pre-Launch Marketing $15,000

Working Capital $65,000
Professional Fees $25,000

L Misc. and Contingency $10,000
Total $1,200,000

2.2 Management and Investor Equity
Matthew Deutsch retains a 100% ownership interest in Suite & Strand Alexandria LLC.

2.3 Exit Strategies

In the event that it is economically viable to do so, Management will coordinate with a
qualified real estate broker to have asked the business to a third-party. However, this event
is not expected to occur for a significant period of time given that Matthew Deutsch intends
to operate his own hair styling business with the facility while concurrently generating
substantial streams of passive revenue from the ongoing rental of the facility. Based on the
historical profitability of similar businesses, the company could have valuation of $1.6
million by the fifth of operation.
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3.0 Operations

Suite & Strand Alexandria is being developed with luxury in mind. The ten suites that will
be featured within the facility will each have their own door and clients will be able to
appropriately brand their respective sublease area. They will also be free to decorate the
inside of their suite to match their respective corporate branding.

The Company will produce highly recurring streams of revenue from these operations. In
order to provide a substantial degree of flexibility for clients, the Company will provide
leases on a weekly basis although a two-month commitment will be required. Given the
substantial population density of Alexandria and the greater Washington DC metropolitan
area market — it is fully expected that the Company will be able to quickly reach 100%
occupancy.

These operations will be complemented by Mr. Deutsch‘s existing hair styling business.
He will directly render services to his clients from this location. This will further contribute
to the economic stability of the business given that this aspect of operations will produce
$10,000 to $15,000 revenue per month.

To a more modest extent, the Company will generate revenue from a collaborative
marketing program, which will be optional among tenants. This will include featuring
exterior signage on the exterior of the location.
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4.0 Overview of the Organization
4.1 Registered Name

Suite & Strand Alexandria LLC. The business is registered as a limited liability company
in the Commonwealth of Virginia.

4.2 Commencement of Operations

Revenue generating operations will commence in the third quarter of this year.
4.3 Mission Statement

To provide exceptional spaces for beauty professionals to render their services.
4.4 Vision Statement

To become the preeminent salon suite facility within the greater Washington
metropolitan area.

4.5 Organizational Objectives

e Properly onboard beauty professionals that will rent space from the Company at the
onset of operations.

e Launch an expansive online marketing campaign that will conduct direct outreach
with beauty professionals while informing the general public of the Company’s
location.

e Remained within the letter of law regarding all services rendered including tenancy
regulations.

e Potentially develop additional locations within the greater Washington DC area
given the substantial size of this market.

e Properly implement a collaborative marketing campaign with the Company’s
tenants as a secondary means of generating revenue.

e Properly maintain the building so that it remains as a luxury base facility featuring
modern amenities for beauty professionals, and their respective clients.

e Engage in social media-based marketing activities in order to create awareness prior
to launch the facilities.
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5.0 Market and Industry Analysis
5.1 External Environmental Analysis

This section of analysis will document the current economic climate, the salon suites in
industry, and the target market as a hole.

At this time, the current economic climate in the United States is moderate. As a result of
continually changing trade policies, a moderate degree of volatility has been introduced to
the market. However, the Federal Reserve is taking inappropriate measures to ensure
inflation for maids in check will also fostering new economic opportunity

However, a challenging business climate will only have a modern impact on the
Company’s ability to generate revenue. Most importantly, the Company is going to
generate highly recurring forms of revenue from the ongoing lease fees that are charged to
beauty professional tenants. Second, Matthew Deutsch tends to operate his own proprietary
hair styling business within this facility, which will further generate enough profit to ensure
that the mortgage is paid on a monthly basis.

5.2 Industry Analysis

As of'this year, there are approximately 5,000 companies that own and operate one or more
facilities specific for salon suites. This industry generates $600 million of revenue and
employees 10,000 people.

Salon Suites Industy Revenues (in millions)
$800.00

$700.00

$600.00
$500.00
$400.00
$300.00
$200.00
$100.00

$0.00

2025 2026 2027 2028 2029 2030

The segment of the beauty industry has undergone substantial growth over the past 15
years. As many professionals, especially hair stylists, have extensive client basis that they
have developed over a period of time, there is an immense demand among these
professionals for quick access to luxury facilities where they can render their services.

10
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As it relates to the beauty industry as a whole, this industry generates $90 billion a year
among one million businesses. The industry employees 1.2 million people. The industry is
expected to grow at a compounded annual growth rate of 3.5% in the coming years. This
is a mature industry.

Beauty Services Industy Revenues (in billions)

$120.00

$100.00
; $80.00
$60.00

$40.00

$20.00

$0.00

2025 2026 2027 2028 2029 2030

5.3 Customer Profile
The following demographic profile will be used during the course of marketing operations:
e s alicensed beauty professional that provides hair styling, nail services, or related
esthetician services.

e  Will spend $300 to $500 per week.
e Lives within 15 miles of the Suite & Strand Alexandria location in Alexandra

5.4 Competitive Analysis

This business plan has been developed for sample purposes only. If this has been an actual
engagement for a client seeking a salon suites business plan then a full competitive analysis
regarding all companies operating in a similar capacity would have been conducted. This
would have further extended to include a discussion regarding the ways in which this salon
suite business would differentiate themselves from other competitors in the market.
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6.0 Key Strategic Issues

6.1 Sustainable Operations
Suite & Strand Alexandria will have sustainable operations as a result of the following:

e Recurring streams of revenue from the ongoing tenant leases will produce
significant profits for the business.

iy e Immense demand for access to a number of beauty professionals in one easy to
‘ reach Location in Alexandria.

A e The business will be able to reach 100% capacity quickly given the number of
beauty professionals in this market.

e Substantial income from collaborative marketing agreements with the Company’s
tenants.

e The operations of business are highly stable and additional facilities can be
developed within the greater Washington DC area as needed.

6.2 Basis of Growth
The Company will expand via the following methods:

e Continue to onboard a number of professionals that will use the Company’s salon
suites on an ongoing basis.

e Potential acquisition of companies that operate in a similar capacity by taking over
their salon suite business.

B e Continued to increase operations of Matthew Deutsch’s proprietary hair styling
[# operations, which will further contribute to the economic stability of the business
3 as this is an established enterprise.
e . . . N
o e Yearly increases in rental rates in order to account for inflation.

12
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7.0 Marketing Plan

7.1 Marketing Objectives

e Conduct extensive direct outreach with beauty professionals, and the greater
Washington DC Metropolitan area.

e Maintain an online presence of the general public can quickly find the location
when they search for specific types of beauty services.

e Maintain relationships with cosmetology schools that have recent graduates are
seeking to establish their own book of business and will use Suite & Strand

Alexandria‘s salon suites for their operations.

7.2 Revenue Forecasts

Yearly Sales Forecast

Year 1 2 3 4 5
Growth (%) 0.0% 8.0% 8.0% 8.0% 8.0%
Salon Suite Rentals $240,000 $259,200 $279,936 $302,331 $326,517
Collaborative Advertising $60,000 $64,800 $69,984 $75,583 $81,629
Salon Services $165,300 $178,524 $192,806 $208,230 $224,889
Totals $465,300 $502,524 $542,726 $586,144 $633,036
Gross Profit
Year 1 2 3 4 5
Total $437,235 $472,214 $509,991 $550,790 $594,853

Revenue Generation

51.58%

\ 12.89%

= Salon Suite Rentals = Collaborative Advertising = Salon Services

7.3 Revenue Assumptions
Year 1

e First year revenue will reach $465,000.
e Gross profits will reach $437,000.

13
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Year 2

e Revenue will reach $502,000.
e Total income will increase by 8%.

Years 3-5

e By the fifth year of operation, total revenue will reach $633,000.
e Gross profits will reach $594,000.
e At this time, Management may develop subsequent locations.

7.4 Marketing Strategies

The Company will use a number of marketing strategies in order to create awareness of the
salon suites business in Alexandria. Once the capital of his business plan has been secured,
the Company will conduct extensive direct outreach with beauty professionals that operate
within Alexandria and the greater Washington DC metropolitan area. This will include the
distribution of brochures and printed materials that showcase the plan layout of the salon
suite as well as the anticipated weekly cost. By conducting these operations during the
renovation period, the business will be able to quickly onboard beauty professionals that
will use the facility from the onset of operation.

To complement these direct outreach initiatives, the business will maintain an expensive
online presence that showcases the luxury salon suites. This website will be specifically
developed for the Alexandria and greater Washington DC Metropolitan area market. All
tenants at the facility will each receive their own subpage on the platform to showcase their
services to the general public. This will further contribute to the Company’s search engine
authorization campaigns.

The business will also maintain profiles among all social media pages which will be
launched prior to the grand opening. Numerous images of the companies’ location will be
featured as this will contribute to a greater degree of social signaling that will naturally
elevate the Company’s website when natural language searches are conducted. Similar to
the Company’s website, a full listing of all tenants within the facilities will be featured as
well.

For collaborative marketing efforts, the Company will work with its tenants in order to
distribute printed advertisements that will be sent to individuals that fall into the
demographic user profile discussed in the fifth section of this document. It will further
create brand awareness for Suite & Strand Alexandria will also promoting the operations
of each tenant. As noted earlier, this is a secondary revenue center for the business.

The Company will also participate in charity programs within Alexandria in order for
increased brand name awareness.

14
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8.0 Organizational Plan

8.1 Organizational Hierarchy

Senior
Management

Location Administrative
Manager Staff

Legal/CPA

8.2 Personnel Costs

Personnel Plan - Yearl

Year 1 2 3 4 5
Senior Management $65,000 $66,950 $68,959 $71,027 $73,158
Location Manager $42,000 $43,260 $44,558 $45,895 $47,271
Administrative Staff $30,000 $30,900 $31,827 $32,782 $33,765
Total $137,000 $141,110 $145,343 $149,704 $154,195
Year 1 2 3 4 5

Senior Management
Location Manager
Administrative Staff
Total

W = a
W = 4
W = 4
W = 4
W = a
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9.0 Financial Plan
9.1 Underlying Assumptions

e The business will have a compounded annual growth rate of 8.2% pe annum.

e Suite & Strand Alexandria will acquire a $1,000,000 mortgage carrying a 25-year
term and a 7.5% interest rate.

e Matthew Deutsch will invest $200,000.

9.2 Financial Highlights

e Highly recurring income from tenant leases within the salon suites facility.

e Substantial demand in the greater Alexandria area given its proximity to
Washington DC.

e Significant income from proprietary hair styling services rendered by the Founder.
9.3 Sensitivity Analysis

The Company’s revenues are only modally impacted by severe economic recession. The
Alexandria market as well as the greater Washington DC metropolitan area is extremely
population dense as this is the center for government in the United States. The Company
will produce highly recurring streams of high margin from its tenant operations, which will
further ensure the ongoing probability of business, even during challenging business
climate.

9.4 Source of Funds

Equity

Equity Capitalization $200,000.00
Total Equity Financing $200,000.00
Banks and Lenders

Business Loan $1,000,000.00
Total Debt Financing $1,000,000.00
Total Financing $1,200,000.00

16
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9.5 Financial Proformas
A) Profit and Loss Statement

Proforma Profit and Loss

Year 1 2 3 4 5
Revenue $465,300 $502,524 $542,726 $586,144 $633,036
Cost of Revenue $28,065 $30,310 $32,735 $35,354 $38,182
Gross Margin 93.97% 93.97% 93.97% 93.97% 93.97%
=1}
Gross Profit $437,235 $472,214 $509,991 $550,790 $594,853
) Expenses
Payroll $137,000 $141,110 $145,343 $149,704 $154,195
General and Administrative $10,237 $11,056 $11,940 $12,895 $13,927
Business Development $3,490 $3,769 $4,070 $4,396 $4,748
Marketing $5,863 $6,332 $6,838 $7,385 $7,976
Insurance Costs $10,000 $10,500 $11,025 $11,576 $12,155
Professional Fees $5,000 $5,250 $5,513 $5,788 $6,078
Facility Costs $36,000 $37,080 $38,192 $39,338 $40,518
Misc. Costs $1,173 $1,266 $1,368 $1,477 $1,595
Payroll Taxes $10,481 $10,795 $11,119 $11,452 $11,796
Total Operating Costs $219,242 $227,158 $235,408 $244,012 $252,988
EBITDA $217,993 $245,056 $274,583 $306,778 $341,866
Federal Income Tax $28,868 $35,769 $43,304 $51,526 $60,493
State Income Tax $5,774 $7,154 $8,661 $10,305 $12,099
Interest Expense $74,520 $73,421 $72,236 $70,960 $69,584
Depreciation Expenses $28,000 $28,560 $29,131 $29,714 $30,308
Net Profit $80,831 $100,153 $121,251 $144,273 $169,382
Profit Margin 17.37% 19.93% 22.34% 24.61% 26.76%
Revenue, Operating Costs, EBITDA
$700,000
$600,000
$500,000
| .
$400,000
$300,000
$200,000 c
$100,000
SO
1 2 3 4 5

=—@-=Revenue ==@==Total Operating Costs EBITDA
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B) Common Size Income Statement

Profit and Loss (Common Size

Year 1 2 3 4 5

Revenue 100.00% 100.00% 100.00% 100.00% 100.00%

Cost of Revenue 6.03% 6.03% 6.03% 6.03% 6.03%

| Gross Profit 93.97% 93.97% 93.97% 93.97% 93.97%

- Expenses

Payroll 29.44% 28.08% 26.78% 25.54% 24.36%

] General and Administrative 2.20% 2.20% 2.20% 2.20% 2.20%
Business Development 0.75% 0.75% 0.75% 0.75% 0.75%

Marketing 1.26% 1.26% 1.26% 1.26% 1.26%

Insurance Costs 2.15% 2.09% 2.03% 1.97% 1.92%

Professional Fees 1.07% 1.04% 1.02% 0.99% 0.96%

Facility Costs 7.74% 7.38% 7.04% 6.71% 6.40%

Misc. Costs 0.25% 0.25% 0.25% 0.25% 0.25%

Payroll Taxes 2.25% 2.15% 2.05% 1.95% 1.86%

Total Operating Costs 47.12% 45.20% 43.38% 41.63% 39.96%

EBITDA 46.85% 48.77% 50.59% 52.34% 54.00%

Federal Income Tax 6.20% 7.12% 7.98% 8.79% 9.56%

State Income Tax 1.24% 1.42% 1.60% 1.76% 1.91%

Interest Expense 16.02% 14.61% 13.31% 12.11% 10.99%

Depreciation Expenses 6.02% 5.68% 5.37% 5.07% 4.79%

Net Profit 17.37% 19.93% 22.34% 24.61% 26.76%

18
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C) Cash Flow Analysis

Proforma Cash Flow Analysis - Yearl

Year 1 2 3 4 5
Cash From Operations $108,831 $128,713 $150,382 $173,987 $199,690
Cash From Receivables $0 $0 $0 $0 $0

Operating Cash Inflow $108,831 $128,713 $150,382 $173,987 $199,690

Other Cash Inflows

Equity Investment $200,000 $0 $0 $0 $0
Increased Borrowings $1,000,000 $0 $0 $0 $0
Sales of Business Assets $0 $0 $0 $0 $0
A/P Increases $1,000 $1,050 $1,103 $1,158 $1,216
Total Other Cash Inflows $1,201,000 $1,050 $1,103 $1,158 $1,216
Total Cash Inflow $1,309,831 $129,763 $151,484 $175,145 $200,905

Cash Outflows

Repayment of Principal $14,159 $15,258 $16,443 $17,719 $19,095
A/P Decreases $700 $735 $772 $810 $851
A/R Increases $0 $0 $0 $0 $0
Asset Purchases $1,095,000 $6,436 $7,519 $8,699 $9,984
Dividends $76,182 $90,099 $105,267 $121,791 $139,783
Preferred Equity Payment $0 $0 $0 $0 $0
Total Cash Outflows $1,186,041 $112,528 $130,001 $149,020 $169,713
Net Cash Flow $123,790 $17,235 $21,483 $26,125 $31,192
Cash Balance $123,790 $141,025 $162,509 $188,633 $219,825

Cash Flow Analysis

$250,000
$200,000

$150,000

$100,000

$50,000

S0
1 2 3 4 5

== Qperating Cash Inflow  e====Dividends
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D) Balance Sheet

Year 1 2 3 4 5
Assets
Cash $123,790 $141,025 $162,509 $188,633 $219,825
Fixed Assets $1,095,000 $1,101,436 $1,108,955 $1,117,654 $1,127,639
Accumulated Depreciation ($28,000) ($56,560) ($85,691) ($115,405) ($145,713)
Total Assets $1,190,790 $1,185,901 $1,185,772 $1,190,882 $1,201,751
¥ Liabilities and Equity
: Accounts Payable $300 $615 $946 $1,293 $1,658
¥ Long Term Liabilities $985,841 $970,583 $954,140 $936,420 $917,325
Other Liabilities $0 $0 $0 $0 $0
Total Liabilities $986,141 $971,198 $955,086 $937,713 $918,983
Equity $204,649 $214,703 $230,687 $253,169 $282,768
Total Liabilities and Equity $1,190,790 $1,185,901 $1,185,772 $1,190,882 $1,201,751

Balance Sheet
$1,400,000

$1,200,000

$1,000,000
$800,000
$600,000
$400,000

$200,000

S0

1 2 3 4 5

™ Total Assets ™ Total Liabilities Equity
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9.6 Breakeven Analysis

Year 1 2 3 4 5
Monthly Revenue $19,443 $20,145 $20,877 $21,640 $22,436
Yearly Revenue $233,315 $241,738 $250,519 $259,675 $269,226

Breakeven Analysis

$280,000

$269,226
$270,000

.
i %]

$260,000 $250,519

$250,000 $241,738

$233,315
$240,000
$230,000
$220,000

$210,000
1 2 3 4 5

=@=Yearly Revenue

9.7 Business Ratios

Business Ratios - Yearl

Year 1 2 & 4 5
Revenue
Sales Growth 0.0% 8.0% 8.0% 8.0% 8.0%
Gross Margin 94.0% 94.0% 94.0% 94.0% 94.0%
’) Financials
' - Profit Margin 17.37% 19.93% 22.34% 24.61% 26.76%
) Assets to Liabilities 1.21 1.22 1.24 1.27 1.31
Equity to Liabilities 0.21 0.22 0.24 0.27 0.31
Assets to Equity 5.82 5.52 5.14 4.70 4.25
..
! Liquidity
Acid Test 0.13 0.15 0.17 0.20 0.24
Cash to Assets 0.10 0.12 0.14 0.16 0.18

21
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Appendix A — SWOT Analysis

Strengths

e Immense demand among professionals for access to luxury salon suites where they
can conduct our operations.

e Business will face modest competition within the Alexandria market.

o e Matthew Deutsch’s proprietary operations as a hair stylist will further ensure that
the Company generate significant revenue of a monthly basis.

e A substantial portion of the capital sought in this document will be used for the
acquisition of real estate which reduces can be hypothecated for future growth
purposes.

Weaknesses

e Moderately high cost related to facility expenses, given scale and scope of the
building.

e General operation complexities given that many tenants will be using the facilities
at any given time.

Opportunities

e Development of additional locations within Virginia, Washington DC, or
Maryland.

e Continued expansion of collaborative marketing operations, which will have a
cascading positive benefit for Suite & Strand Alexandria.

E! e Continued direct outreach with beauty professionals so that the operations of the
company remain at 100% at all times.

ST
f"“j Threats
e Changes in the interest rate can cause the capital cost of the business to increase.

e Continually increasing inflation can cause the underlying operating cost of the
business to increase.

22
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Appendix B — Critical Risks

Development Risk — Low

Management has sourced the location that will house the operations of Suite & Strand
Alexandria. At this time, the Company is seeking a mortgage in order to acquire this facility
so that can be renovated to specific for the purposes outlined in this document. The
Company has already developed marketing plan.

Financing Risk — Lo

The $750,000 in this document will be used exclusively for the acquisition of real estate.
As noted, the Company will produce numerous high margin revenue streams that will
substantially reduce the risk is associated with this venture.

Marketing Risk — Low

The Company will conduct extensive direct outreach with professionals in Alexandria in
order on them for them as tenants. This will be complemented by the use of an expansive
online driven marketing campaign to create brand awareness for Suite & Strand
Alexandria.

Management Risk — Low

Matthew Deutsch is a highly experienced hair care professional that has operated real estate
focused ventures in the past. Using the funding in this document, he will be able to quickly
bring the operations of the business to profitability.

Valuation Risk — Low
The valuation risk is offset by:

e The real estate owned by the business will substantially appreciate in the coming
years.

e High gross margins on all rental fees.

e The income of Suite & Strand Alexandria is highly recurring.

e This is a scalable enterprise.
Exit Risk - Low
If it 1s economically feasible to do so, the company will coordinate the sale of the facility
with a Virginia based real estate brokerage. Based on the anticipated probability of the

business, the property could have a value of $1.6 million. The sale of a business is not
expected to occur for a significant period of time.
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Appendix C — Expanded Profit and Loss Statements

Profit and Loss Statement (First Year

Months 1 2 3 4 5 6 7
{ Revenue $38,500 $38,550 $38,600 $38,650 $38,700 $38,750 $38,800
; Cost of Revenue $2,325 $2,328 $2,330 $2,333 $2,335 $2,338 $2,340
2

Gross Profit $36,175 $36,223 $36,270 $36,318 $36,365 $36,413 $36,460
Expenses
Payroll $11,417 $11,417 $11,417 $11,417 $11,417 $11,417 $11,417
General and Administrative $853 $853 $853 $853 $853 $853 $853
Business Development $291 $291 $291 $291 $291 $291 $291
Marketing $489 $489 $489 $489 $489 $489 $489
Insurance Costs $833 $833 $833 $833 $833 $833 $833
Professional Fees $417 $417 $417 $417 $417 $417 $417
Facility Costs $3,000 $3,000 $3,000 $3,000 $3,000 $3,000 $3,000
Misc. Costs $98 $98 $98 $98 $98 $98 $98
Payroll Taxes $873 $873 $873 $873 $873 $873 $873
Total Operating Costs $18,270 $18,270 $18,270 $18,270 $18,270 $18,270 $18,270
EBITDA $17,905 $17,952 $18,000 $18,047 $18,095 $18,142 $18,190
Federal Income Tax $2,389 $2,392 $2,395 $2,398 $2,401 $2,404 $2,407
State Income Tax $478 $478 $479 $480 $480 $481 $481
Interest Expense $6,250 $6,243 $6,236 $6,228 $6,221 $6,214 $6,207
Depreciation Expenses $2,333 $2,333 $2,333 $2,333 $2,333 $2,333 $2,333
Net Profit $6,455 $6,506 $6,557 $6,608 $6,659 $6,710 $6,761
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Profit and Loss Statement (First Year Cont.

Month 8 9 10 11 12 Year 1
Revenue $38,850 $38,900 $38,950 $39,000 $39,050 $465,300
Cost of Revenue $2,343 $2,345 $2,348 $2,350 $2,353 $28,065
Gross Profit $36,508 $36,555 $36,603 $36,650 $36,698 $437,235
Expenses
¥ Payroll $11,417  $11,417 $11,417 $11,417 $11,417  $137,000
4 General and Administrative $853 $853 $853 $853 $853 $10,237
¥ Business Development $291 $291 $291 $291 $291 $3,490
Marketing $489 $489 $489 $489 $489 $5,863
Insurance Costs $833 $833 $833 $833 $833 $10,000
Professional Fees $417 $417 $417 $417 $417 $5,000
Facility Costs $3,000 $3,000 $3,000 $3,000 $3,000 $36,000
Misc. Costs $98 $98 $98 $98 $98 $1,173
Payroll Taxes $873 $873 $873 $873 $873 $10,481
Total Operating Costs $18,270  $18,270 $18,270 $18,270 $18,270 $219,242
EBITDA $18,237 $18,285 $18,332 $18,380 $18,427 $217,993
Federal Income Tax $2,410 $2,413 $2,417 $2,420 $2,423 $28,868
State Income Tax $482 $483 $483 $484 $485 $5,774
Interest Expense $6,199 $6,192 $6,184 $6,177 $6,169 $74,520
Depreciation Expenses $2,333 $2,333 $2,333 $2,333 $2,333 $28,000

Net Profit $6,812 $6,864 $6,915 $6,966 $7,018 $80,831
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Profit and Loss Statement (Second Year

Year 2

Quarter Q1 Q2 Q3 Q4 Year 2
Revenue $121,862  $124,375 $126,887 $129,400 $502,524
Cost of Revenue $7,350 $7,502 $7,653 $7,805 $30,310
= Gross Profit $114,512  $116,873 $119,234 $121,595 $472,214

o Expenses

Payroll $35,278 $35,278 $35,278 $35,278 $141,110
L General and Administrative $2,764 $2,764 $2,764 $2,764 $11,056
Business Development $914 $933 $952 $970 $3,769
Marketing $1,535 $1,567 $1,599 $1,630 $6,332
Insurance Costs $2,625 $2,625 $2,625 $2,625 $10,500
Professional Fees $1,273 $1,299 $1,326 $1,352 $5,250
Facility Costs $9,270 $9,270 $9,270 $9,270 $37,080
Misc. Costs $307 $313 $320 $326 $1,266
Payroll Taxes $2,618 $2,672 $2,726 $2,780 $10,795
Total Operating Costs $56,584 $56,721 $56,858 $56,995 $227,158
EBITDA $57,928 $60,152 $62,376 $64,600 $245,056
Federal Income Tax $8,674 $8,853 $9,032 $9,210 $35,769
State Income Tax $1,735 $1,771 $1,806 $1,842 $7,154
Interest Expense $18,461 $18,391 $18,320 $18,248 $73,421
Depreciation Expenses $7,140 $7,140 $7,140 $7,140 $28,560
Net Profit $21,918 $23,997 $26,078 $28,160 $100,153
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Profit and Loss Statement (Third Year

Year 3

Quarter Q1 Q2 Q3 Q4 Year 3
Revenue $131,611 $134,325 $137,038 $139,752 $542,726
Cost of Revenue $7,938 $8,102 $8,266 $8,429 $32,735
= Gross Profit $123,673 $126,223 $128,773 $131,323 $509,991

o Expenses

Payroll $36,336 $36,336 $36,336 $36,336 $145,343
L General and Administrative $2,895 $2,955 $3,015 $3,075 $11,940
Business Development $987 $1,007 $1,028 $1,048 $4,070
Marketing $1,658 $1,692 $1,727 $1,761 $6,838
Insurance Costs $2,756 $2,756 $2,756 $2,756 $11,025
Professional Fees $1,337 $1,364 $1,392 $1,419 $5,513
Facility Costs $9,548 $9,548 $9,548 $9,548 $38,192
Misc. Costs $332 $338 $345 $352 $1,368
Payroll Taxes $2,780 $2,780 $2,780 $2,780 $11,119
Total Operating Costs $58,629 $58,778 $58,926 $59,075 $235,408
EBITDA $65,044 $67,445 $69,846 $72,248 $274,583
Federal Income Tax $10,501 $10,718 $10,934 $11,151 $43,304
State Income Tax $2,100 $2,144 $2,187 $2,230 $8,661
Interest Expense $18,174 $18,098 $18,021 $17,943 $72,236
Depreciation Expenses $7,283 $7,283 $7,283 $7,283 $29,131
Net Profit $26,986 $29,203 $31,421 $33,641 $121,251
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Profit and Loss Statement (Fourth Year

Year 4

Quarter Q1 Q2 Q3 Q4 Year 4
Revenue $142,140 $145,071 $148,001 $150,932 $586,144
Cost of Revenue $8,573 $8,750 $8,927 $9,104 $35,354
= Gross Profit $133,567 $136,321 $139,075 $141,828 $550,790

o Expenses

Payroll $37,426 $37,426 $37,426 $37,426 $149,704
L General and Administrative $3,127 $3,192 $3,256 $3,321 $12,895
Business Development $1,066 $1,088 $1,110 $1,132 $4,396
Marketing $1,791 $1,828 $1,865 $1,902 $7,385
Insurance Costs $2,894 $2,894 $2,894 $2,894 $11,576
Professional Fees $1,404 $1,433 $1,462 $1,490 $5,788
Facility Costs $9,835 $9,835 $9,835 $9,835 $39,338
Misc. Costs $358 $366 $373 $380 $1,477
Payroll Taxes $2,863 $2,863 $2,863 $2,863 $11,452
Total Operating Costs $60,763 $60,923 $61,083 $61,243 $244,012
EBITDA $72,803 $75,397 $77,992 $80,586 $306,778
Federal Income Tax $12,495 $12,753 $13,010 $13,268 $51,526
State Income Tax $2,499 $2,551 $2,602 $2,654 $10,305
Interest Expense $17,863 $17,782 $17,699 $17,615 $70,960
Depreciation Expenses $7,428 $7,428 $7,428 $7,428 $29,714
Net Profit $32,517 $34,884 $37,251 $39,621 $144,273
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Profit and Loss Statement (Fifth Year

Year 5

Quarter Q1 Q2 Q3 Q4 Year 5
Revenue $153,511 $156,676 $159,841 $163,007 $633,036
Cost of Revenue $9,259 $9,450 $9,641 $9,832 $38,182
= Gross Profit $144,252 $147,226 $150,200 $153,175 $594,853

o Expenses

Payroll $38,549 $38,549 $38,549 $38,549 $154,195
L General and Administrative $3,377 $3,447 $3,517 $3,586 $13,927
Business Development $1,151 $1,175 $1,199 $1,223 $4,748
Marketing $1,934 $1,974 $2,014 $2,054 $7,976
Insurance Costs $3,039 $3,039 $3,039 $3,039 $12,155
Professional Fees $1,474 $1,504 $1,535 $1,565 $6,078
Facility Costs $10,130 $10,130 $10,130 $10,130 $40,518
Misc. Costs $387 $395 $403 $411 $1,595
Payroll Taxes $2,949 $2,949 $2,949 $2,949 $11,796
Total Operating Costs $62,989 $63,161 $63,333 $63,504 $252,988
EBITDA $81,262 $84,065 $86,868 $89,670 $341,866
Federal Income Tax $14,670 $14,972 $15,275 $15,577 $60,493
State Income Tax $2,934 $2,994 $3,055 $3,115 $12,099
Interest Expense $17,529 $17,441 $17,352 $17,261 $69,584
Depreciation Expenses $7,577 $7,577 $7,577 $7,577 $30,308
Net Profit $38,553 $41,080 $43,609 $46,140 $169,382
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Month
Cash From Operations
Cash From Receivables
Operating Cash Inflow

Other Cash Inflows
Equity Investment
Increased Borrowings
Sales of Business Assets
A/P Increases

Total Other Cash Inflows

Total Cash Inflow

Cash Outflows
Repayment of Principal
A/P Decreases

A/R Increases

Asset Purchases
Dividends

Preferred Equity Payment
Total Cash Outflows

Net Cash Flow
Cash Balance

Appendix D — Expanded Cash Flow Analysis

Cash Flow Analysis (First Year

1
$8,788
$0
$8,788

$200,000
$1,000,000
$0

$83
$1,200,083

$1,208,872

$1,140
$58

$0
$1,095,000
$0

$0
$1,096,198

$112,674
$112,674

2

$8,839
$0

$8,839

$0
$0
$0
$83
$83

$8,923

$1,147
$58

$0

$0

$0

$0
$1,205

$7,717
$120,391

3

$8,890
$0

$8,890

$0
$0
$0
$83
$83

$8,974

$1,154
$58

$0

$0

$0

$0
$1,213

$7,761
$128,152
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4
$8,941

$0
$8,941

$0
$0
$0
$83
$83

$9,025

$1,161
$58

$0

$0

$0

$0
$1,220

$7,805
$135,957

5

$8,992
$0

$8,992

$0
$0
$0
$83
$83

$9,076

$1,169
$58

$0

$0

$0

$0
$1,227

$7,849
$143,806

6
$9,043
$0
$9,043

$0
$0
$0
$83
$83

$9,127

$1,176
$58

$0

$0

$0

$0
$1,234

$7,892
$151,698
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7
$9,005
$0
$9,005

$0
$0
$0
$83
$83

$9,178

$1,183
$58

$0

$0

$0

$0
$1,242

$7,936
$159,634

8
$9,146
$0
$9,146

$0
$0
$0
$83
$83

$9,229

$1,191
$58

$0

$0

$0

$0
$1,249

$7,980
$167,614
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Cash Flow Analysis (First Year Cont.

Month 9 10 11 12 Year 1
Cash From Operations $9,197 $9,248 $9,300 $9,351 $108,831
Cash From Receivables $0 $0 $0 $0 $0
Operating Cash Inflow $9,197 $9,248 $9,300 $9,351 $108,831

Other Cash Inflows

Equity Investment $0 $0 $0 $0 $200,000
}."' Increased Borrowings $0 $0 $0 $0  $1,000,000
“ Sales of Business Assets $0 $0 $0 $0 $0
3 A/P Increases $83 $83 $83 $83 $1,000
Total Other Cash Inflows $83 $83 $83 $83  $1,201,000

Total Cash Inflow $9,280 $9,332 $9,383 $9,434  $1,309,831

Cash Outflows

Repayment of Principal $1,198 $1,206 $1,213 $1,221 $14,159
A/P Decreases $58 $58 $58 $58 $700
A/R Increases $0 $0 $0 $0 $0
Asset Purchases $0 $0 $0 $0  $1,095,000
Dividends $0 $0 $0 $76,182 $76,182
Preferred Equity Payment $0 $0 $0 $0 $0
Total Cash Outflows $1,257 $1,264 $1,272 $77,461 $1,186,041
Net Cash Flow $8,024 $8,068 $8,111 -$68,027 $123,790
Cash Balance $175,638 $183,706 $191,817 $123,790 $123,790
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Cash Flow Analysis (Second Year

Quarter

Cash From Operations
Cash From Receivables
Operating Cash Inflow

Other Cash Inflows
Equity Investment
Increased Borrowings
Sales of Business Assets
A/P Increases

Total Other Cash Inflows

Total Cash Inflow

Cash Outflows
Repayment of Principal
A/P Decreases

A/R Increases

Asset Purchases
Dividends

Preferred Equity Payment
Total Cash Outflows

Net Cash Flow
Cash Balance

Q1
$29,058
$0
$29,058

$0
$0
$0
$255
$255

$29,312

$3,708
$178
$0
$6,436
$0

$0
$10,322

$18,990
$142,781

Year 2
Q2
$31,137
$0
$31,137

$0
$0
$0
$260
$260

$31,397

$3,778
$182
$0

$0

$0

$0
$3,960

$27,437
$170,217
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Q3
$33,218
$0
$33,218

$0
$0
$0
$265
$265

$33,483

$3,850
$186
$0

$0

$0

$0
$4,035

$29,448
$199,665

Q4

$35,300
$0

$35,300

$0
$0
$0
$270
$270

$35,570

$3,922
$189

$0

$0
$90,099
$0
$94,210

-$58,640
$141,025

Year 2

$128,713
$0

$128,713

$0
$0
$0
$1,050
$1,050

$129,763

$15,258
$735

$0
$6,436
$90,099
$0
$112,528

$17,235
$141,025



Human Intelligence

Cash Flow Analysis (Third Year

Year 3

Quarter Q1 Q2 Q3 Q4 Year 3
Cash From Operations $34,269 $36,486 $38,704 $40,924 $150,382
Cash From Receivables $0 $0 $0 $0 $0
Operating Cash Inflow $34,269 $36,486 $38,704 $40,924 $150,382

, Other Cash Inflows
= Equity Investment $0 $0 $0 $0 $0
".;' o Increased Borrowings $0 $0 $0 $0 $0
. : Sales of Business Assets $0 $0 $0 $0 $0
= AJP Increases $267 $273 $278 $284 $1,103
i Total Other Cash Inflows $267 $273 $278 $284 $1,103
Total Cash Inflow $34,536 $36,758 $38,982 $41,208 $151,484
Cash Outflows

Repayment of Principal $3,996 $4,072 $4,148 $4,227 $16,443
A/P Decreases $187 $191 $195 $199 $772
A/R Increases $0 $0 $0 $0 $0
Asset Purchases $7,519 $0 $0 $0 $7,519
Dividends $0 $0 $0 $105,267 $105,267
Preferred Equity Payment $0 $0 $0 $0 $0
Total Cash Outflows $11,702 $4,263 $4,343 $109,693 $130,001
Net Cash Flow $22,834 $32,496 $34,639 -$68,485 $21,483
Cash Balance $163,859 $196,355 $230,994 $162,509 $162,509
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Cash Flow Analysis (Fourth Year

Year 4

Quarter Q1 Q2 Q3 Q4 Year 4
Cash From Operations $39,946 $42,312 $44,680 $47,049 $173,987
Cash From Receivables $0 $0 $0 $0 $0
Operating Cash Inflow $39,946 $42,312 $44,680 $47,049 $173,987

, Other Cash Inflows
= Equity Investment $0 $0 $0 $0 $0
".;' o Increased Borrowings $0 $0 $0 $0 $0
. : Sales of Business Assets $0 $0 $0 $0 $0
& A/P Increases $281 $287 $292 $298 $1,158
i Total Other Cash Inflows $281 $287 $292 $298 $1,158
Total Cash Inflow $40,226 $42,599 $44,972 $47,347 $175,145
Cash Outflows

Repayment of Principal $4,306 $4,388 $4,470 $4,555 $17,719
A/P Decreases $197 $201 $205 $209 $810
A/R Increases $0 $0 $0 $0 $0
Asset Purchases $4,350 $4,350 $0 $0 $8,699
Dividends $0 $0 $0 $121,791 $121,791
Preferred Equity Payment $0 $0 $0 $0 $0
Total Cash Outflows $8,853 $8,938 $4,675 $126,554 $149,020
Net Cash Flow $31,374 $33,661 $40,297 -$79,207 $26,125
Cash Balance $193,882 $227,543 $267,840 $188,633 $188,633
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Cash Flow Analysis (Fifth Year

Year 5

Quarter Q1 Q2 Q3 Q4 Year 5
Cash From Operations $46,130 $48,657 $51,186 $53,717 $199,690
Cash From Receivables $0 $0 $0 $0 $0
Operating Cash Inflow $46,130 $48,657 $51,186 $53,717 $199,690

, Other Cash Inflows
= Equity Investment $0 $0 $0 $0 $0
".;' o Increased Borrowings $0 $0 $0 $0 $0
. : Sales of Business Assets $0 $0 $0 $0 $0
& A/P Increases $295 $301 $307 $313 $1,216
i Total Other Cash Inflows $295 $301 $307 $313 $1,216
Total Cash Inflow $46,425 $48,958 $51,493 $54,030 $200,905
Cash Outflows

Repayment of Principal $4,641 $4,728 $4,818 $4,908 $19,095
A/P Decreases $206 $211 $215 $219 $851
A/R Increases $0 $0 $0 $0 $0
Asset Purchases $4,992 $4,992 $0 $0 $9,984
Dividends $0 $0 $0 $139,783 $139,783
Preferred Equity Payment $0 $0 $0 $0 $0
Total Cash Outflows $9,839 $9,931 $5,032 $144,910 $169,713
Net Cash Flow $36,585 $39,027 $46,461 -$90,881 $31,192
Cash Balance $225,219 $264,245 $310,706 $219,825 $219,825
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