2MBA
Executive Summary

The purpose of this business plan is to raise $1.5 million from an investor. Manufacturing and Marketing Beverage Appliances, Inc. (2MBA, Inc.) is dedicated to developing innovative beverage equipment for the corporate owners of major food brands.
The Team
The Management team is highly motivated, experienced and well qualified. 2MBA, Inc. is lead by a committed management team of four, who hold 60% of the equity and two board positions. Support is provided by shareholder, Brian Pelerman, with 10% equity and one seat on the board. The investor will receive two seats on the board and an independent chairman will be appointed.
The Products
La Barista - a technically and patented espresso style machine
La Barista guarantees great tasting coffee every time. In only 4 seconds, La Barista produces specialty coffees from soluble coffee powder, all at the touch of a button. Designed to resemble an espresso machine, La Barista employs a breakthrough technology (a single boiler producing both steam and water) facilitating a sleek and attractive profile. 
Major Benefits 
· Delivers consistent quality taste every time 
· Removes the need for a Barista (term for a specialist coffee person) or other expensive personnel. 
· Responds to changes in consumer tastes for more different, and sometimes premium coffees. 
· Produces cappuccino coffee in 4 seconds, up to 10 times the speed of an espresso machine 
· Reduced bench space required due to small `foot-print' 
· Serves up to four different coffees at the same time 
· Low maintenance requirements and therefore costs 
Mobile Vending Unit (MVU) - a quality retailing cart
The MVU outclasses other vending carts through its portability, durability, ease of operation, and distinctive appearance. It is truly mobile, and has been designed for single-handed operation. The MVU provides a mobile, upmarket and innovative platform for La Barista.
Major Benefits 
· Delivers consumer convenience 
· Capitalizes on the impulse nature of the coffee purchasing decision 
· Cheaper alternative to traditional retail outlets 
· Security 
· Mobility facilitates the opportunity to retail in multiple geographic locations 
The Nestle Contract
2MBA, Inc. has an in principle agreement with Nestle to supply 2,300 La Baristas and MVUs over a 5 year period. This provides the venture with a reliable income stream with which to establish itself as a market leader.
The Offer
We seek US$1.5 million from an investor with experience in the beverage appliance manufacturing and/or marketing industries. For this investment the returns are:
· 30% equity in 2MBA, Inc. 
· 18 times the original investment by year 6 
· An internal rate of return of 93% over 6 years. 
The funds are required in two tranches: 
· Initially US$500,000 to finance the MVU assembly line and materials supply 
· Subsequently US$1 million to purchase factory equipment and materials supplies for production of La Barista 
An investment in 2MBA, Inc. offers balance to an investment portfolio. 
The Future
2MBA's product offerings will be positioned as cost-effective, reliable, operational solutions to the current and future needs of the retail beverage industry. Our initial product offerings are La Barista and the Mobile Vending Unit. 2MBA, Inc. are researching three other innovative products by year 3, ready to market by year 6.
2MBA
The Offer

1.1 Funds Required
A total investment of $1.5 million is sought from an investor who has experience in the beverage appliance manufacturing and/or marketing industries. There will be two tranches - 
· The first of $500,000 will be made once the Nestle contract is finalized. This is due to be completed by January 2001. This money will be used to finance the MVU assembly line and initial raw material supply. 
· The second tranch of $1 million is due in January 2002. This money will be used to finance the La Barista assembly line, critical raw material supplies, as well as provide working capital. 
1.2 Investor Equity
For the $1.5 million investment, the investor will receive a 30% equity stake in 2MBA, Inc. The financial projections forecast an Internal Rate of Return of 93%, providing the investor with a cash return 18 times their original investment at the end of Year 5. If the Board unanimously decides, dividends may be distributed; however, this business plan does not contemplate any dividend payments, only capital gains.
1.3 Management Equity
The Management team have invested US$121,400 (AUD$200,000) in 2MBA, Inc. via the company JAJA Pty. Ltd. in return for a 60% equity share in 2MBA, Inc.
1.4 Inventor Equity and Royalty
The inventor, Mr. Brian Pelerman, has already invested nearly $1.5 million into developing and commercializing the MVU and La Barista products. In return for granting exclusive marketing and distribution rights in the USA for a period of 10 years (options may also been granted for Mexico, Canada and South America), his company MVU Pty. Ltd. will be granted a 10% equity stake in 2MBA, Inc. and receive royalty payments for each unit sold. Royalty payments are calculated at 5% of sales revenue, with a base minimum in the first five years of 1,500 MVU's and 5,000 La Barista units. If these numbers are not achieved the contract may be renegotiated at the request of MVU Pty Ltd.
1.5 Board of Director's Composition
The Board will be comprised as follows:
· Investor (2 positions) 
· Management Team (2 positions) 
· Inventor (1 position) 
· Independent Chairperson (1 position) 
1.6 Exit Mechanisms
2MBA, Inc. will be positioned for an IPO or trade sale in year 6 of operations. An earnings multiple of ten has been factored into the valuation calculations and reflects a conservative rate for this industry.
1.7 Investor Claw Back Strategy
If the Management team fails to achieve at least 90% of the key performance criteria contained in this business plan (subject to negotiation including a mechanism for measuring the investor's, directors performance and operational support) over the five years, the investor will be entitled to claw back from the Management team, at no cost, 20% of the management team's equity, therefore raising the investor's holding to 50%.
2MBA
The Products

2MBA, Inc. has two innovative initial products, La Barista and the Mobile Vending Units (MVU). Research and development is currently being undertaken on subsequent coffee related products. La Barista is a breakthrough technology and is the only patented coffee machine in the world that makes a cappuccino style coffee from soluble coffee and fresh milk. The MVU is a state of the art multi-purpose retailing unit that has a combination of many innovative, user friendly features not included on carts presently available.
2.1 La Barista

La Barista automatically makes great tasting coffee consistently every time. Designed to resemble an espresso machine, La Barista makes specialty coffees from soluble powder and fresh milk. There are two versions of the machine. The auto-frothing model offers both auto and manual frothing. When using the auto frother for making one cup, the auto-frother arm curls around and dispensers milk straight into the cup. Only one button is needed to make cappuccino. The second model allows only manual frothing-for those occasions when the theatre of great coffee is more important than the volume and a trained barista is at hand. The main benefits of La Barista over existing cappuccino machines is saving of time in coffee preparation, potentially a greater financial return from increased turnover, no formal training is required, consistent quality and use of multiple soluble coffee (see below for "benefits comparison").
	La Barista
	Espresso Coffee Machines

	Minimal operator training required
	Trained operator always required to make good coffee

	Consistent quality coffee
	Taste depends on the operator's ability, coffee grind and maintenance

	Limited cleaning (automatic- frother cleaning)
	Daily cleaning of espresso machine, grinder, `showers' and group heads

	Low maintenance
	High maintenance

	Coffee portion of cappuccino produced in four seconds
	Coffee portion of cappuccino produced in 25-30 seconds

	Small `foot print' 
	Can take up relatively large bench space area

	Sleek design 
	Bulky design

	Inputs inexpensive
	Inputs relatively expensive


La Barista has a Trade Mark application number (82930) and a Provisional Patent application number (PQ6877).
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La Barista
· Single boiler produces steam and water (new patented technology!) 
· Operates on 10-20 amps 
· Minimal training 
· Extraordinary output 
· Coffee quality matches R&G espresso machine 
· Serves up to four different types of coffees at the same time 
	Competing Coffee Appliance Comparison

	Benefits
	 
	La Barista
	Coffeetek
	Expresso Machines

	Design
	How does the La Barista rate to other machines on design appearance?
	5
	2
	3

	Maintenance *
	How does the La Barista compare on maintenance record?
	5
	3
	3

	Efficiency
	How efficient is the La Barista at producing quality coffee quickly?
	5
	3
	2

	Foot Print
	Compared to other machines, how does the La Barista compare in terms of how much bench space it takes up?
	4
	3
	2

	Power needs
	How does the La Barista rate on energy efficiency, when compared to other machines?
	4
	2
	1

	Self clean
	When compared to other machines, how does the La Barista rate in terms of time taken to clean?
	5
	3
	1

	*per Nestle Australia trials
	Legend: 5=excellent; 1=poor
	28
	16
	12


2.2 The Mobile Vending Unit
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The MVU as a Cafe Nescafe operation
The MVU is a mobile retail shop. It is a quality unit that outclasses other retail carts through its portability, durability, and distinctive appearance. It is truly mobile and has been designed for single-handed operation and relocation from loading and unloading, to setting up for the day, and locking up at night. It combines serving counter, side benches, and canopy that are all opened in less than a minute. The elegant simplicity of the unit belays the sophistication of design and its sturdy construction. The MVU incorporates a dry-storage cupboard, refrigerator and double sinks with hot and cold filtered running water. The MVU offers the convenience of the Energy Management Unit (EMU, a load sharing energy system that allows heavy appliances to be powered from a 15-amp power outlet). The MVU provides a mobile upmarket, innovative platform for the La Barista that allows quality coffee to be taken to the customer.
	Mobile Vending Unit Comparisons

	Benefits
	When compared to other units
	MVU
	Carts of Colarado
	Cambro
	ABC M'ing

	Appearance
	How does the 'eye' appeal of the MVU rate?
	5
	3
	2
	4

	Durability
	The MVU is built to last, how does it rate against other units?
	5
	3
	2
	4

	Portability
	The MVU is designed to slide thru domestic doorways and fit into domestic lifts, how do other units compare?
	5
	1
	4
	2

	Mobility
	The MVU can be operated and transported by a single operator, how does this benefit compare with other units in the market?
	5
	2
	5
	3

	Power needs (EMU)
	The Energy Management Unit fitted to the MVU means that the unit can be operated using normal power supply. How do the others rate operating the same equipment?
	5
	0
	0
	0

	Security
	Security is vital in vending machine. How is the MVU rated on this dimension against other units?
	5
	3
	1
	3

	Legend: 5=excellent; 0=poor
	30
	12
	14
	16


2MBA
Overview of the Organization

3.1 Registered Name
Manufacturing & Marketing Beverage Appliances, Incorporated (2MBA, Inc.)
3.2 Commencement of Operations
2MBA, Inc. will commence assembly operations in Pennsylvania in January 2001 (refer Appendix F).
3.3 History
This venture grew out of a relationship with the inventor of the MVU, Mr. Brian Pelerman, the Management team, and the strategy team of Nestle Australia. Brian's innovation met the needs of Nestle's cart/vending strategy and a subsequent 8 year arrangement for Brian's company to manufacture the La Barista was entered into. In early to mid 1999 Nestle test marketed the MVU and La Barista in Australia. The venture has been extremely successful. As a result, Brian approached 2MBA, Inc. to assist him in developing a strategy to take the products into the American market. He and Nestle saw in the 2MBA, Inc. management team the necessary skills and drive that would ensure the success of the Australian project was replicated in the United States. The Nestle company are in the business of marketing brands, not manufacturing equipment, so there is a perfect fit between this larger company and the skills and products of JAJA Pty. Ltd. and MVU Pty. Ltd. Currently, there are negotiations continuing into Nestle adopting the MVU and La Barista worldwide. In the US market, 2MBA, Inc. will also target non-Nestle customers.
3.4 Mission Statement
2MBA, Inc. challenges benchmarks in the beverage appliance sector. We manufacture and market innovative beverage equipment products to corporate owners of major food brands. We find ways to "do what the others don't".
3.5 Vision Statement
Through our diverse professional skills and clarity of purpose and values, we aim to achieve an IPO (or Trade Sale) by 2006.
3.6 Organizational Objectives
1. Finalize Nestle contract for supply of MVUs & La Barista units by October 2000. 
2. Achieve recurring profits of a minimum $7 million by Year 5. 
3. Research and establish three other innovative products by Year 3, ready to market by year six. 
3.7 Organizational Values
· Transparency in all dealings with key stakeholders 
· Commitment to customers 
· Collaborative approach to new products. 
3.8 Founders and Management Team
The Management team is comprised of Anthony Underwood, Justine de Mestre, Adrian Wood and Justin Craig. The Management team is complimented by two advisors: Brian Pelerman (Strategy and Marketing advisor) and Alan Rotherhan (Technical advisor). The Management team is highly motivated, experienced and well qualified. The team is strongly positioned to take advantage of this opportunity (Appendix G). The team has:
· Proven business start-up skills, with bottom line responsibility 
· Experience in business start up (finance, marketing, operations and legal aspects) 
· Personality profiles that reflect the synergies of cohesive group dynamics 
Brian has significant skills and experience in marketing and strategy. Alan established the MVU factory in Australia (Appendix E). 
3.9 Major Milestones Achieved to Date
· Identification of unsatisfied market need to simplify coffee preparation while maintaining quality taste 
· In principle agreement with Nestle to supply 2,300 La Baristas and MVUs over 5 years 
· Successful trials of La Barista in Australia over 12 months 
· Blanket approval for the MVU by Melbourne City Council 
· Competitor analysis undertaken to establish uniqueness of La Barista product benefits 
· MBA, Inc. granted license for US market, with options on Canada, Mexico and South America, for La Barista 
· MBA, Inc. granted license by MVU Pty Ltd to assemble MVUs in the US in order to fulfill Nestle contract 
· Commitment of management team through investment of hurt money 
· Development of Business Plan 
3.10 Brief Resumes of the Management Team 
	Anthony Underwood
President & CFO

Academic Qualifications: BBus (QUT) MBA(Bond) CPA
Positions held: Company Accountant; Manager Retail; CFO; CEO.
Anthony began his working life as an accountant and he has worked in that profession on a broad range of projects in various industries. Eight years ago he saw an opportunity to enter the retail sector and is currently the CEO of a card and giftware franchise chain (with 52 stores across Australia), that he has been instrumental in establishing.
	Adrian Wood
VP Marketing

Academic Qualifications: MBA (Bond, part)
Positions held: Sales and Marketing Manager (Tourism Industry).
Adrian's exposure to the corporate world has put him in contact with many of the decision makers in America's Fortune 500 companies. He has progressively sought more challenging projects and experience with a sales and marketing focus.

	Justin Craig
VP Production

Academic Qualifications: BBus BPsych (Hons) (Griffith)
Positions held: General Manager/Operations Manager (Corporate Catering Industry); Owner/ Operator (Hospitality Industry); Consultant/ Organizational Psychologist.
During a career spanning over 18 years, Justin has worked in various upper management positions in companies related to the hospitality and tourism industry. Through the completion of tertiary degrees, he has recently added theoretical content to his extensive operational skills.
	Justine de Mestre
VP Corporate Affairs

Academic Qualifications: BA (Hons) (ANU) Grad Dip in Applied Finance and Investment (SIA) MusStud MBA (Bond)
Positions held: Operations Manager (Finance Industry); Curator (State Museum); Marketing Consultant (Banking Industry)
Justine's career and academic achievements have ensured that she is able to analyze situations from a variety of perspectives. Her analytical skills, attention to detail and common sense approach is backed by exposure to a variety of industry sectors.

	Brian Pelerman (Inventor)
Strategy and Marketing Advisor

Previous marketing and strategy advisor to Brambles (USA) and McDonalds (USA) and other organizations.
	Alan Rotherhan
Technical Advisor

Successfully taken and harvested two engineering ventures in the USA and developed successful fully operated assembly line in Australia.


3.11 Business Structure
The proposed business structure is:
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3.12 Board Structure
The Investor, in addition to the capital introduced to the venture, will also have experience in dealing with and/or contacts in customer large organizations who are active in our markets. Such organizations would include large retailers that sell take away coffee to the public.
An independent non-executive Chairperson will be appointed. This person will be able to introduce the Management team to owners of major corporate brands and will have developed a reputation for integrity in all business dealings. This Chairperson will be familiar with what is involved in preparing companies for an IPO and preferably have successfully taken a company to this stage.
The Management team's company will be represented on the Board by two members. Initially, these will be Anthony Underwood and Justine de Mestre.
MVU Pty. Ltd. will have one seat.

2MBA
Strategic Analysis

4.1 External Environment Analysis
4.1.1 Macro Environment Analysis
Technological Developments
Technological developments in the industry have focused on the fresh coffee (espresso and cappuccino) segment ignoring the soluble coffee segment. However, fresh coffee developments have failed to address significant issues in both milk-based and filter varieties.
Milk-based Coffee Equipment 
· Espresso machines must be cleaned regularly to maintain the output quality 
· Standard of espresso/cappuccino produced depends on operator expertise and equipment maintenance; this leads to significant amounts of substandard coffee being sold at a premium. 
Filter-based Coffee Equipment 
· Filter coffee must be discarded approximately every 30 minutes leading to inefficiencies. In busy restaurant environments, this policy is often forgotten which leads to substantial substandard coffee being served to customers. 
· La Barista challenges contemporary thinking in soluble and roast and ground coffee technology as well as addressing the problems of milk-based and filter coffee equipment technologies. 
Social and Attitudinal Trends 
· Espresso coffee industry achieved prominence eight years ago and continues to grow. 
· Current coffee craze due to shifts in consumer tastes toward more expensive, premium flavored coffee. 
· In 1990, only 3% of coffee was sold at a premium; today, it is over 40% suggesting more discerning consumers and higher margins in the industry. 
· US is developing a European style coffee culture, with emphasis on quality rather than quantity, leading to emergence of specialty coffee chains across the US. 
Economic Trends 
· Consumers today have a larger disposable income 
· Urban populations are growing and feeding periods shortening 
· Research suggests that coffee sales increase if the product is made more available to the consumer 
These findings, coupled with today's more discerning consumer, suggest that La Barista will be able to capitalize on the impulse nature of the coffee purchasing decision in both the Cafe Nescafe cart format and through large food chains enabling brand owners access to the huge, mobile and impatient urban markets.
4.1.2 Market Description
· In 1999 886,338 tonnes of coffee were sold in the US. 
· Soluble coffee accounts for 9.1 % of the total market and fresh coffee 90.1%. 
· Fresh coffee is the faster growing sub sector in both volume and value terms with increases of 2.4% and 32.6% respectively from 1994 to 1999. 
· The soluble coffee sub sector has declined with a 1.8% fall in value during 1999. Despite its higher price, soluble coffee is perceived as inferior to fresh. 
· More coffee now is being consumed away from home accounting for 57% of the total market. This is reflected in declining supermarket sales of both soluble and fresh coffee. 
Value of retail sales of coffee 1994 & 1998 

	US$ (million)
	Fresh
	Instant
	Total

	1994
	$5,851
	$764
	$6,615

	1998
	$7,761
	$779
	$8,540


US Per Capita Coffee Consumption By Age 1999 

	Age
	No. of cups per day

	25 - 29
	4.2

	30 - 59
	3.8

	60+
	2.8


These figures show that although coffee is a growing market with continued expansion forecast, the growth is focused in the fresh coffee sub sector of specialty coffees, consumed primarily away from the home and primarily by younger generations. Therefore the young, specialty coffee segment will be important for any prospective corporations that are targeted for 2MBA, Inc. strategic alliances.
4.1.3 Competitive Environment Analysis
	Intensity of Competitor Rivalry

· Targeting an under serviced sector of the market 

· Resistance from established competitors 

· Unique combination of products catering to niche corporate needs 

· Not price competitive in corporate coffee segment 

Low Risk



	Supplier Bargaining Power

· Extensive industry networks via key board member 

· Less critical components are generic and can be outsourced 

· Multiple suppliers for each component and part 

· Expertise in-house to construct complex components 

Low Risk


	Risk of Potential Entrants

· Largest food company in the world secured as a strategic partner 

· IP protection 

Low Risk

Power of Buyers

· Existing relationship with Nestle 

· Large corporate buyers 

Medium Risk

Threat of Substitute Products

· No alternatives offering combination of features 

· Early mover 

· Low cost of production 

Low-Medium Risk



	Implications of Analysis

Due to the market segment targeted and the nature of the industry, it is possible to earn above normal profits in this industry. 




4.1.4 Competitor Analysis
	 
	2MBA Inc.
	Bun Manufacturing
	American Metal Wear
	Scanomat
	Saeco

	Financial backing 
	3 
	5 
	5 
	4 
	5

	Customer exclusivity 
	4 
	5 
	5 
	4 
	4

	Distribution channels 
	5 
	5 
	5 
	4 
	5

	Product 
	5 
	3 
	3 
	4 
	4

	After sales service 
	5 
	3 
	4 
	4 
	4

	Position in life cycle 
	5 
	1 
	1 
	4 
	2

	Commitment to technology
	5 
	2 
	3 
	4 
	3

	Cost structure 
	5 
	3 
	2 
	4 
	2

	Selling force 
	3 
	4 
	4 
	4 
	4

	Totals 
	40 
	31 
	32 
	36 
	33


Legend 5=excellent; 1=poor 
Scanomat: This technology uses soluble coffee to make milk-based coffees (espresso and cappuccino) making this a direct competitor, however it can only use powdered milk, adversely affecting the taste. This process takes 12 seconds; while faster than espresso this is slower than La Barista.
American Metal Wear; Bun: These are the two largest manufacturers of filter coffee machines and are the current suppliers of many of the major food chains. Being filter coffee they are not direct competitors; however, they occupy the segment we seek. To win this battle, we must stress the quality of our coffee output and the demand by consumers for more deluxe coffee varieties to be carried in large food chains.
Saeco: The world's largest manufacturer of espresso machines is well established in both commercial and domestic markets with their patented "automatic brewing mechanism". These machines appeal more to specialty coffee houses and enthusiasts, as their operation requires greater attention and expertise.
4.1.5 Customer Profile
2MBA, Inc. has two customer categories: Nestle and Non-Nestle customers. 
Nestle
In light of the current market trends favoring fresh coffee consumed "out of home", Nestle find themselves needing to penetrate the higher margin market segments and satisfy US consumers' growing taste for gourmet coffee. Nestle is currently spending $60 million on their nationwide relaunch of the Nescafe brand in the USA. The MVU enables access to the "out of home" market and through La Barista Nescafe can to infiltrate the specialty coffee segment as La Barista is able to challenge perceptions and convert soluble into gourmet coffee. The Nestle relationship has been successfully test marketed in Australia to the satisfaction of all parties and provides 2MBA Inc. with valuable customer insights.
Non-Nestle Customers
2MBA Inc. will target large corporate food chains and catering companies seeking to capitalize on the current euphoria of specialty coffees. Due to the expertise and patience required to deliver specialty coffees, this has not been a practical option for many such corporations needing to serve high volumes in short periods with modest staff training and high staff turnover. La Barista will fill this need with the added convenience that soluble coffee offers.
The profile of this customer group will include the following criteria: 
· Significant market share 
· Able to offer corporate support and distribution 
· Looking for solutions to coffee preparation 
4.2 Internal Environment Analysis
See Appendix A for summary of Bell Mason Diagnostic. Major strengths and weaknesses that were identified during the Diagnostic process appear in the SWOT analysis in Appendix C.

2MBA
Key Strategic Issues

5.1 Sustainable Competitive Advantage
2MBA, Inc. will "succeed" because of the following: 
· A strategic alliance with the world's largest food company providing it with credibility and well established distribution channels to establish the business in its formative stages. 

· Unique and innovative beverage appliances 

· Strong team of committed people 

5.2 Basis for Growth
The basis for growing the venture is reflected in the following two strategies: 
Priority 1: continue research and development of new and innovative products to meet the current and future needs of beverage appliance consumers.
Priority 2: Enter new geographic markets (Canada, South America and Mexico).
2MBA
The Marketing Plan

6.1 Marketing Objectives
· Establish a strong presence in the US market 
· Use the Nestle association as a conduit for entry into the US market provide guaranteed demand, market penetration, nation wide distribution, and an opportunity to gauge market acceptance of La Barista at a reduced business and financial risk. 
· Utilize acquired market knowledge and presence to establish non-Nestle customers both through Nestle affiliations and through the efforts of 2MBA, Inc's own sales force. 
· Establish significant high-margin sales. 
6.2 Sales Forecasts
Based on the market research undertaken, strategies developed and existing customer relationships, the following sales forecasts were developed (in units): 

	Product Details
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Nestle
MVU
La Barista
	
380
	
480
480
	
480
480
	
480
480
	
480
480

	Non-Nestle
La Barista
	 
	
320
	
1,520
	
2,720
	
3,920

	Grand Total
MVU
La Barista
	
380
	
480
800 
	
480
2,000
	
480
3,200
	
480
4,400


6.3 Sales Assumptions
Assumptions underlying the development of the sales forecasts are as follows:
Year 1 
· 100% of MVU production is sold to Nestle in accordance with the amount specified in the contract. This is a cautious market strategy allowing us to gain market acceptance and increase market knowledge. 
· $120,000 will be spent on developing the relationship with Nestle, acquiring and training a sales force, producing brochures, and seeking out the key decision-makers in food and beverage organizations. 
Year 2 
· Nestle contract continues with increased supply to 480 MVU's and 480 La Barista units 
· 320 La Barista units will be sold to new customers some of whom may be reached through Nestle affiliations and some as a result of our extensive marketing effort. 
· $600,000 will be spent creating excitement for La Barista, achieved through a strong trade show presence and developing trade show materials, a nation-wide personal selling campaign, and mailings of our direct marketing brochures. 
Year 3 
· Nestle contract continues 
· 1,520 La Baristas will be sold to non-Nestle customers. This will require the forging of further strategic alliances. 
· $480,000 will be spent continuing the marketing effort commenced in Year 2. 
Years 4 & 5 
· Nestle contract continues 
· Non-Nestle customers now represent the majority of our business with demand peeking in Year 5 as the benefits of our technology are recognized in the growing market. 
· $480,000 will be spent in each year continuing the search for further customers and developing the relationships with current customers. 
6.4 Marketing Strategies
The key to the marketing strategy is to identify individuals in food and catering organizations with decision-making authority to acquire beverage appliances. These individuals can be reached through personal selling, direct mailings, trade shows, and business calls. The marketing approach will demonstrate the benefits of the 2MBA, Inc. products. Emphasis will be placed on how the La Barista creates superior cups of coffee, faster, consistently, and with less staff training. 
6.4.1 Products
2MBA Inc.'s product offerings will be positioned as cost-effective, reliable, operational solutions to the current and future needs of the hectic pace of the retail beverage industry. La Barista and its successors will be the pinnacle in current soluble coffee technology, able to rival the most established roast and ground machines through their superior tasting coffee and superior convenience, speed, consistent output, ease of use and reliability, supported by a committed training and maintenance force. This will enable food chains previously cautious of introducing espresso and cappuccino into their product lines to do so at reduced risk.
6.4.2 Price
· La Barista will be priced competitively at $6,500 
· This pricing strategy will be high enough to convince customers that they are purchasing an effective high-quality product. Primary research indicates that the target market is not price sensitive. The sales price will return an estimated 39% gross margin on sales. 
· The MVU's price is the result of market research conducted by Nestle, the primary consumer, 
6.4.3 Distribution
· Product distribution will be facilitated by utilizing the distribution channels of the large corporations with whom we secure strategic alliances. Such corporations will typically have nation wide coverage. 
· This strategy will ensure a presence in the market that increases awareness and builds demand. 
6.4.4 Promotion
2MBA Inc.'s entry into the US market will be supported by a campaign to establish its profile in the beverage appliance industry. This will include the following:
· Seek out the decision-makers in large food and beverage corporations 
· Direct mail corporate material to the above 
· Undertake a campaign of personal selling, targeting decision-makers 
· Advertise in industry journals, on the Internet, and on our website 
· Attend/sponsor exhibitions and trade shows 
· Continual PR: press write-ups; personal interviews; testimonials; product trials 
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· Nestle contract continues 
· 1,520 La Baristas will be sold to non-Nestle customers. This will require the forging of further strategic alliances. 
· $480,000 will be spent continuing the marketing effort commenced in Year 2. 
Years 4 & 5 
· Nestle contract continues 
· Non-Nestle customers now represent the majority of our business with demand peeking in Year 5 as the benefits of our technology are recognized in the growing market. 
· $480,000 will be spent in each year continuing the search for further customers and developing the relationships with current customers. 
6.4 Marketing Strategies
The key to the marketing strategy is to identify individuals in food and catering organizations with decision-making authority to acquire beverage appliances. These individuals can be reached through personal selling, direct mailings, trade shows, and business calls. The marketing approach will demonstrate the benefits of the 2MBA, Inc. products. Emphasis will be placed on how the La Barista creates superior cups of coffee, faster, consistently, and with less staff training. 
6.4.1 Products
2MBA Inc.'s product offerings will be positioned as cost-effective, reliable, operational solutions to the current and future needs of the hectic pace of the retail beverage industry. La Barista and its successors will be the pinnacle in current soluble coffee technology, able to rival the most established roast and ground machines through their superior tasting coffee and superior convenience, speed, consistent output, ease of use and reliability, supported by a committed training and maintenance force. This will enable food chains previously cautious of introducing espresso and cappuccino into their product lines to do so at reduced risk.
6.4.2 Price
· La Barista will be priced competitively at $6,500 
· This pricing strategy will be high enough to convince customers that they are purchasing an effective high-quality product. Primary research indicates that the target market is not price sensitive. The sales price will return an estimated 39% gross margin on sales. 
· The MVU's price is the result of market research conducted by Nestle, the primary consumer, 
6.4.3 Distribution
· Product distribution will be facilitated by utilizing the distribution channels of the large corporations with whom we secure strategic alliances. Such corporations will typically have nation wide coverage. 
· This strategy will ensure a presence in the market that increases awareness and builds demand. 
6.4.4 Promotion
2MBA Inc.'s entry into the US market will be supported by a campaign to establish its profile in the beverage appliance industry. This will include the following:
· Seek out the decision-makers in large food and beverage corporations 
· Direct mail corporate material to the above 
· Undertake a campaign of personal selling, targeting decision-makers 
· Advertise in industry journals, on the Internet, and on our website 
· Attend/sponsor exhibitions and trade shows 
· Continual PR: press write-ups; personal interviews; testimonials; product trials 
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The initial assembly plants for the MVU and La Barista will be located at the Arsenal Business Center in Philadelphia. 
7.1 Production Policy
· 2MBA, Inc. will outsource production aspects where possible. 
· Components are delivered on a "just-in-time" basis. 
· Quality checks are in place throughout the assembly process (Appendix E). 
7.2 Plant Location and Layout
· Based on the Australian production experience, the five divisions (MVU assembly, La Barista assembly, Administration, R & D, and Warehousing) will be housed together. 
· A total floor plan of 2,400 square feet will be sufficient to house these functional areas (see Appendix E). 
· Systems approach to assembly 
· Scaleable factory design 
7.3 Production Capacity (units) 

	 
	MVU
	La Barista

	Year 1
	420
	 

	Year 2
	480
	900

	Year 3
	480
	2100

	Year 4
	480
	3300

	Year 5
	480
	4500


7.4 Production Scheduling
The manufacturing process is supported by sophisticated production management software. It consists of a fully relational database which keeps track of inventory and invoicing and it produces detailed job cards for each day's operations.
7.5 Supplies and Inventory
To ensure a consistently high quality product in both the MVU and La Barista, "hospital grade" stainless steel and other quality components are used. Efficient and accurate stock control is vital for the manufacturing of the MVU (which comprises over 270 parts) and the La Barista. Stock is managed through in-house software, specifically designed for the 2MBA, Inc.'s manufacturing process. The system enables management to instantly access:
· All parts and materials on hand 
· Raw materials required to meet orders placed 
· Suppliers database with lead times, credit terms, price and contact details 
· Under and over stock warnings 
· Payment due date and credit position 
· Quality control is a standard procedure at the completion of every task. 
In addition, checkpoints within the production process have been put in place to guarantee standards.
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8.1 Organization Structure Chart
The Organizational Structure charts appearing below show how the organization's staffing needs change over the five years. 

	Year 1

Board

CEO

Admin Staff 3
Marketing Staff 2
Production Staff 8
	Year 5

Board

CEO

Admin Staff 12
Marketing Staff 4
Production Staff 30
Finance Staff 8
Sales Staff 8
R and D Staff 4


8.2 Organizational Budget
Specific line budget items appear below: 

	Organizational
Expense
Details
	Qtr 1
$
	Qtr 2
$
	Qtr 3
$
	Qtr 4
$
	Year 1
$
	Year 2
$
	Year 3
$
	Year 4
$
	Year 5
$

	Administration
	17,500
	17,500
	17,500
	17,500
	70,000
	150,000
	250,000
	300,000
	350,000

	Management
	35,000
	35,000
	35,000
	35,000
	140,000
	290,000
	320,000
	350,000
	380,000

	JAJA
	50,000
	50,000
	50,000
	50,000
	200,000
	200,000
	200,000
	200,000
	200,000

	MVU Assembly
	175,000
	275,000
	275,000
	275,000
	1,050,000
	1,248,000
	1,296,000
	1,344,000
	1,392,000

	La Barista Production
	 
	 
	 
	 
	 
	1,512,000
	3,699,120
	5,987,520
	8,467,200

	Training
	40,000
	20,000
	 
	 
	60,000
	120,000
	120,000
	120,000
	120,000

	Marketing
	30,000
	30,000
	30,000
	30,000
	120,000
	600,000
	480,000
	480,000
	480,000
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9.1 Underlying Assumptions

· Nestle will purchase all MVU's under a contract allowing price fluctuations in-line with materials and labour costs 
· Sales invoices to be paid when units dispatched from factory 
· Creditors paid 7 days end of month 
· Each month's production is sold in the following month 
· Factory operations will be set up in Pennsylvania 
· Pay as you go has been assumed for income taxes 
9.2 Financial Highlights (Best Case Scenario)

· Cash positive in each year of operation 
· $5.8 million committed to R&D 
· MVU cash surplus reinvested into La Barista 
9.3 Financial Ratios

	Ratios
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Gross Margin
	30%
	37%
	40%
	41%
	42%

	NPAT % Total Assets
	39%
	20%
	29%
	35%
	34%

	Quick Ratio
	120%
	209%
	227%
	324%
	449%

	Inventory Turnover 
	9.50
	9.62
	10.05
	10.28
	10.42


9.4 Breakeven Point

	MVU
	4 units per week
	$3,000,000 annual sales

	La Barista
	13 units per week
	$4,400,000 annual sales


	Annual Sales($million)
[image: image3.png]



	MBA, Inc. Profits ($million)
[image: image4.png]





9.5 Financial Proformas

	Cash Flow
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Opening cash balance
	-
	535,819
	1,789,976
	2,962,807
	5,763,924

	Cash Inflows
	 

	Capital funds
	621,400
	1,000,000
	 
	 
	 

	Sales
	6,080,000
	13,187,200
	21,826,688
	31,136,236
	41,155,624

	Total Cash Inflows
	6,701,400
	14,187,200
	21,826,688
	31,136,236
	41,155,624

	Cash Outflows
	 

	Purchase of equipment
	150,000
	500,000
	500,000
	500,000 
	500,000

	Assembly-MVU
	4,678,149
	5,560,314
	5,782,727
	6,014,036
	6,014,036

	Manufacturing La Barista
	-
	3,550,950
	8,616,972
	14,082,594
	19,971,679

	Factory rent
	84,000
	174,720
	272,563
	374,320
	385,659

	Maintenance
	91,200
	197,808
	327,400
	467,044
	617,334

	Research & Development
	240,000
	439,680
	1,559,667
	1,556,812
	2,057,781

	Training
	60,000
	120,000
	120,000
	120,000
	120,000

	Marketing Budget
	120,000
	600,000
	480,000
	480,000
	480,000

	Factory/Office wages
	411,200
	640,000
	770,000
	850,000
	930,000

	Federal Income Tax
	20,893
	378,885
	875,848
	1,803,570
	2,751,060

	State Income Tax
	6,139
	111,325
	257,345
	529,931
	808,326

	License Fees
	304,000
	659,360
	1,091,334
	1,556,812
	2,057,781

	Dividends Paid
	-
	-
	-
	-
	-

	Total Cash Outflows
	6,165,581
	12,933,043
	20,653,857
	28,335,119
	36,693,657

	Net cash flow
	535,819
	1,254,157
	1,172,831
	2,801,117
	4,461,967

	Closing Cash balance
	535,819 
	1,789,976
	2,962,807
	5,763,924 
	10,225,891


 
	Inventory Management 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Start up Inventory
	0
	40
	140
	240
	340

	Unit Sales
	380
	1280
	2480
	3680
	4880

	Manufacturing
	420
	1380
	2580
	3780
	4980

	Closing inventory
	40
	140
	240
	340
	440


 
	Tax Reconciliation 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Net cash flow
	535,819
	1,254,157
	1,172,831
	2,801,117
	4,461,967

	Less Equity Injection
	(621,400)
	(1,000,000)
	-
	-
	-

	Less Depreciation
	(30,000)
	(130,000)
	(230,000)
	(330,000)
	(430,000)

	Add: Capital Expenditure
	150,000
	500,000
	500,000
	500,000
	500,000

	Add Tax Paid
	27,032
	490,210
	1,133,193
	2,333,501
	3,559,387

	Add:
	-
	-
	-
	- 
	-

	Add: Dividends Paid
	-
	-
	-
	- 
	-

	Taxable Income
	61,451
	1,114,368
	2,576,024
	5,304,618
	8,091,354

	Federal Tax Liability
	20,893
	378,885
	875,848
	1,803,570
	2,751,060

	State Tax Liability
	6,139
	111,325
	257,345
	529,931
	808,326

	 
	27,032
	490,210
	1,133,193
	2,333,501
	3,559,387


Refer Appendix I for Financial Analysis Worksheets
9.6 Sensitivity Analysis

The first scenario to consider is that the Nestle contract does not materialize, in which case the investor will not be required to provide any funds. Should Nestle's requirements not meet expectations then production of the MVU could be scaled back. Of course this would impact on 2MBA, Inc.'s ability to provide funding for the subsequent La Barista production facilities. For example, if the MVU production was reduced to 30 units per month and there was no other external funding than that contemplated in the Offer, 2MBA, Inc. would not be able to fund the second La Barista production facility until Year 5. Under the above eventuality the investor would be entitled to claw back the Management Team's equity to 30%, thereby increasing their own equity to 50%. The investors IRR would then calculate to 72% (refer 2MBA, Inc. sensitivity analysis Appendix I). The majority of cash expenditure is related to production and sales volumes and allowances have been made in the Nestle contract for raw material and labor cost increases to be reflected in the selling price of the MVU. It is envisaged that similar type arrangements will be put in place for La Barista.
9.7 Source and Application of Funds

	Source
	Application

	JAJA Equity 
$121,400

Investor Equity 
$500,000 




Investor Equity
$1,000,000
	MVU Assembly equipment 
$150,000

Raw materials (2 months) 
$250,000

Working Capital 
$250,000

La Barista Production Equipment 
$500,000

Raw Materials (4 months) 
$250,000

Working Capital 
$250,000


9.8 Critical Risks and Problems

	Risk Dimension
	Perceived Risk

	Development
	Zero

	Management
	Low/Moderate

	Marketing
	Low/Moderate

	Financial
	Low/Moderate

	Valuation
	Low

	Financing
	Low/Moderate

	Exit
	Low/Moderate


See Appendix B for further explanation of Risks and Problems.
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Internal Environment Analysis
	Bell Mason Dimension
	Analysis

	Technology/Engineering
	The venture has secured its IP. There is a commitment to innovation and technology in all areas. Production is driven by technology and research and development initiatives and budgets are in place.

	Product
	Both the MVU and La Barista have well-defined and unique features and functions. Future products (Modular food carts, soup and other beverage machines) are in early stages of development.

	Manufacturing
	2MBA, Inc. has well defined organization and processes to produce its products at the cost, quality, and schedules required by customers. Raw materials and finished goods are managed in an optimal fashion according to just-in-time principles.

	Business plan and vision
	The venture's 5-year business plan is workable and realistic and spells out in particular detail the first year of operation. The plan identifies the corporate vision and mission, product strategy, market segmentation and competitive market position.

	Marketing
	A strategic and tactical marketing plan, together with a competent leader and organization to implement it, is in place. The inclusion of an independent Chairman and venture partners who have experience in, and affiliation with, the American food/beverage industry will strengthen this plan.

	Sales
	At this point, a driven sales group is not in place. 

	CEO
	The CEO is proven. Anthony Underwood has experience in retail, accounting and leading an organization with annual turnover in excess of US$20 million. This organization has experienced fast growth over the last eight years due to Anthony's leadership, intelligence, energy and ethical business practices.

	Team
	The top-level team is composed of high-quality individuals who have measurable experience and expertise in a variety of areas. They are capable of filling several positions within their teams and adopt a `can-do' attitude. The management team has not worked together for very long as a unit, but have considerable experience in working within a team environment.

	Board of Directors
	The Board is still to be finalized with the independent Chairman and venture partner positions still to filled.

	Cash
	The venture is dependent on an injection of funds to establish.

	Financeability
	The venture is attractive to multiple investors as it is `real business' opportunity.

	Control
	Corporate governance issues have been addressed at all levels of the organization.
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Critical Risks and Problems
Development Risk- Zero
Currently assessed as zero due to the commercialization of existing working prototypes.
Manufacturing Risk- Low/Moderate
The two main issues that need to be addressed in the manufacturing are the price of the major commodity, stainless steel, and the quality and supply of the componentry. As this venture will be located in the heart of "stainless steel" country in the US, costs will be kept to a minimum due to the lower transport costs. Strong relationships will be developed with suppliers of stainless steel which will ensure favorable trading terms. Quality control checks have been introduced at all stages of assembly. To ensure only the best supplies are sourced, two or three suppliers will be sought in the early stages of the venture. There is a reliance on the technical expertise provided by Mr. Alan Rotherhan. Rotherham however has committed to the venture for twelve months. He has expertise and a wide network of contacts in the US. Skilled labor is required for the assembly of these products. Our research shows that this will be readily available in the district in which we have chosen to establish. This is a `fast growth' venture and the supply of skilled labor to meet demand is paramount.
Financing Risk- Low/Moderate
As no traditional funds are required, this venture is not susceptible to fluctuating interest rates. However, the venture partner requires to be confident that their expected (or promised) returns are assured at all stages of the venture. In addition, the venture is self funding and it is not envisaged that further injections of venture capital will be required in the future.
Marketing Risk- Low/Moderate
The initial marketing risk is minimized because of the Nestle alliance. However, as both these products are new to the market, the broader market needs to be educated in the features and benefits of both products. This will involve time and effort but will be assisted greatly with Nestles involvement.
Management Risk- Low/Moderate
Green cards to allow the management team have been applied for by the management team. This project falls under "a new and unique product or products" category and Nestle have committed to assist in sponsoring the team and providing their corporate clout to arranging the required documents. Although there is a strong team in place, there is always a risk of human relationships souring over time. This may also be exacerbated given that the four involved will be required to relocate to America. The team are familiar with all facets of the project and are confident that, should one member be replaced, the skills required to fill that void can be found within the team. This would be a short term solution and a professional person would be recruited to permanently replace the team member who may decide to his/her position. In addition, all management team members have had bottom line responsibility and have successful track records in developing profitable business ventures.
Valuation Risk- Low
The risk that the investor pays too much for the venture is offset as 
· Investor funds are in tranches, and 
· The Nestle contract will be in place and provides a base from which to work. 
Exit Risk- Low/Moderate
Given the forecast sales, the solid returns, and the planned IPO or Trade Sale strategy, the exit risk for the investor is assessed to be moderate to low.
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SWOT Analysis
	Strengths
1. Alliance with Nestle 

2. Quality products 

3. Successfully test marketed in Australia 

4. Offer alternative to e-commerce ventures 

5. Skilled and committed team 

6. High margins on beverage appliances 

7. Outsourcing 

8. Low set up costs 
	Capitalize on Strengths
1. Market entry and to gain market knowledge 

2. Favourable consumer perception 

3. Australia seen as test market ground for US 

4. Offers investor opportunity to balance portfolio 

5. Management has skills and experience in a variety of areas 

6. Ability to negotiate on bulk purchases 

7. Reduces capital costs 

8. Reduces investor's risk and exposure 

	Weaknesses
1. Reliance on one client initially 

2. Exposure to fluctuating stainless steel costs 

3. Management team has not worked together for long period 

4. Board not yet finalized 

5. Sales team not yet in place 

6. Limited US experience 
	Address Weaknesses
1. Committed to expansion 

2. High margins provide flexibility 

3. Independent Chairman appointed and Corporate Governance structures in place 

4. Positions to be offered to venture partners 

5. Professional sales team recruited with assistance of venture partners who will have affinity with, and experience in the food/beverage industry 

6. Addressed by introductions through venture partners and independent Chairman 

	Opportunities
1. Expanding coffee market 

2. Multiple repeat purchases of product for other outlets operated by initial purchasers 

3. Unrestricted operating hours (MVU) 

4. Increasing awareness of specialty coffees 

5. Other markets (domestic and coin vending) 

6. Scope for innovation in existing market 
	Maximize Opportunities
1. Build consumer preference for La Barista coffee 

2. Sell benefits 

3. Target diverse range of users 

4. Education of La Barista style coffee as option to specialist more expensive blends 

5. Ease, quality and consistency of produce ideal for introduction to home and coin vending market 

6. Commitment to relentless innovation ensures market bench marks challenged 

	Threats
1. Imitation products 

2. Window of opportunity may be limited 

3. High number of competitors (MVU) 

4. Adverse reaction to soluble coffee 

5. Filtered coffee firmly established in US 
	Minimize Threats
1. IP protection 

2. Venture turn-key and ready to be actioned 

3. Guaranteed demand through Nestle contract 

4. Backing of world's largest coffee marketer 

5. Trend towards coffee savvy nation 


