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1.0 Overview
1.1 Mission and Obijectives

The mission of Holstaht, LLC is to provide low-cegteless Internet radio devices for mobile and Bom
use. Such devices provide easy access to thetémsusands of diverse Internet radio stationshil&V
similar products exist for both mobile and home, tialstaht devices will offer equivalent or greater
functionality at a lower cost.

Company objectives include:

Develop name recognition for Holstaht's signatui@MD ™ a portable device that connects to
WiFi networks to wirelessly receive Internet radio;

Achieve a 50% profit margin on the WiRAD™;

Capture 10% of the portable media player marketiwibne year;

Capture 30% of the portable media player marketiwitwo years;

Develop and release an Internet-enabled stereetéar@t the home market within one year;
Capture 20% of the home audio market within tworgea

1.2 Keys to Success
Holstaht's keys to success include:

Market at significantly lower price than similargplucts in order to attract market share from the
entrenched, first-to-market brands.

Make available software that utilizes full potehtéproducts. Providing software for users to
stream their audio libraries as Internet radiovedidlolstaht devices to supplant older, storage-
based audio devices.

Aggressively fund new research and developmenttsffdalrhe fast pace of change in the realms
of wireless networking and home audio ensures la iEte of obsolescence.

1.3 Target Market

WIRAD™, the only current Holstaht product, is printatargeted at the portable media player market.
With desktop software, WIRAD™ will allow streamitg entire audio libraries. This will encourage
users to replace non-streaming media players, asidhods, with WiRAD™. In addition, WiRAD™
offers extra functionality. The streaming natuf&\6RAD™ means that changing data such as sports
scores, stock quotes, and weather updates carebenped. Each of these will encourage WiRAD™
growth in a unique demographic.

There are several secondary markets for WiRAD ™hliPdlisplays such as museums and historical sites
could use WIRAD™ to offer audio tours. There iscah limited personal communication market.
WIRAD™ could be used to check VolP voice mail.ctmjunction with text-to-speech software,
WIRAD™ could be used to check email.

In the near future, Holstaht will expand into treerte audio market with stereo units. In additioa 6D
player, these stereos will be Internet-enabled.il&WNiRAD™ experience will be leveraged into a WiFi
stereo, a cheaper, wired version will be availablensure maximum market permeation.
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Entry into these markets will be aided by targeteline advertising. mMose searching for portable
media players, Internet radio station directorge®] wireless home audio will be directed to the
Holstaht online storeThese markets can also be reached by paid conahedvertisements on
popular Internet radio stations. This has the athge of reaching a consumer base that is alreadsea
of Internet radio.

1.4 Competitive Advantage

WIRAD™ has three major competitive advantages: béipa media, and cost. With appropriate
software, WIRAD™ can completely replace conventigmatable media players. Additionally,
WIRAD™ offers streaming capabilities. These addapabilities give WIRAD™ a distinct advantage
over iPod and other personal media players.

It is especially important to consider media whemparing Internet radio to other streaming
technologies. Cellular service providers offeeatning media to cellular phones. Satellite raslio i
another wireless streaming technology. In botlesas single provider determines the media. This
cannot compete with Internet radio, where statamesindependently operated by a multitude of people
and organizations across the globe. The lattexdigim results in more station diversity, as welhas
greater quantity of stations. Additionally, bottlalar streaming content and satellite streamiorgtent
require a monthly subscription fee, whereas Interadio is free to anyone with an Internet conraecti

The last advantage, cost, is most significant wd@nparing amongst Internet radio devices. By kegpin
manufacturing and marketing costs low, WiRAD™ gairsompetitive advantage over more expensive
devices.

1.5 Basic Strategies

Startup will be funded by a combination of foundemrestment and angel investor money. Corporate and
development offices will be located in StarkvilM$S and manufacturing will be contracted to the Isive
bidder. After several years profit, the foundeit$ buy out outside investors and Holstaht will reim
privately held.

A research team consisting of the founders willdianechnical development. Future R&D personnel
needs can be satisfied by hiring graduates or sdfopn nearby Mississippi State University (MSU).
Programming personnel can also be hired from MStrfeate software to be bundled with Holstaht
products.

WIRAD™ and future Holstaht products will be marletnline in the form of advertisements. These
advertisements can be strategically placed on gtepertals of popular Internet radio networks and
stations. In addition to this, Holstaht productl lbe marketed on television and at trade shows.
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2.0 Company Summary
2.1 Company Description

Wesley Holland, Kirk Strong, Allen Taheri, and Eficamel founded Holstaht, LLC in January
of 2006 with the goal gfroviding low-cost wireless Internet radio deviéesmobile and home use.
Holstaht's signature product is the WiRAD™ wireléggrnet radio, a handheld device capable of
receiving Internet radio stations over WiFi.

Holstaht is a Mississippi limited liability companys such, Holstaht enjoys the liability advantagéa
corporation. Additionally, the LLC structure avsithe disadvantages of the corporation, such asleou
taxation and increased paperwork. Lastly, thiscstre is consistent with the founding membersirdes
to stay privately held.

2.2 Company Location/Facilities

Holstaht will lease 1500 square feet of office spimcStarkville, MS. These offices will be used
for company administration and product developme8pace for web hosting and
manufacturing will not be necessary, as these fomsiwill be contracted out.

Starkville was chosen for the low realty prices &owd cost of living. The proximity of Holstaht
offices to Mississippi State University ensuresdiesupply of engineering talent.

2.3 Company Strategy

Holstaht will begin by selling the WIRAD™ wirelessternet radio exclusively online. This will
have the effect of reaching the target audiencleawitthe complexity of retail distribution. All
advertising will be online through Google AdSenseThis will direct those searching for
Internet radio station directories, such as SHOWT d¢a the Holstaht online store.

As revenue increases, capital can be channeleddayexelopment of new products and
advertising can be expanded to include commeroiaksxisting Internet radio stations. When
the Holstaht product portfolio and shipment quagithave increased sufficiently to justify the
expense, the possibility of retail distribution Mie explored.
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2.4 Start-Up Costs
Table I. shows startup cost accounting.

Table I. Startup costs for Holstaht, LLC
Startup Expenses

Legal 1,000.00
Prototype Dev 20,000.00
Initial Advertising 50,000.00
Insurance 5,000.00
Rent 12,000.00
Expensed Equipment 5,000.00
Other 1,000.00
Total Startup Expenses 94,000.00
Startup Assets needed
Cash Balance on Starting date 50,000.00
Startup Inventory 100,000.00
Total Current Assets 150,000.00
Investment
Angel Investor 100,000.00
Wesley Holland 10,000.00
Kirk Strong 10,000.00
Allen Taheri 10,000.00
Eric Tramel 10,000.00
Total Investment 140,000.00
Current Liabilities
Accounts Payable 0.00
Current Borrowing 104,000.00
Other Current Liabilities 0.00
Long-term Liabilities 0.00
Total Current Liabilities 104,000.00
Summary
Total Startup Expenses 94,000.00
Total Assets Needed 150,000.00
Total Startup Required 244,000.00
Total Investment 140,000.00
Total Liabilities 104,000.00
Total Investment and Liabilities 244,000.00
Total Investment 140,000.00
Losses at Startup 94,000.00
Total Capital 46,000.00
Checkline (140,000-94,000-46,000) 0

Startup expenses will cover the first six monthsmdration. This includegnt and insurance,
legal fees for LLC formation, advertising budget @oogleAdSense™, and refinement of the
WIRAD ™ technology. Also included is the cost of appnaaiely 100,000 units of startup inventory.
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3.0 Product Description
3.1 Functional Description

Internet radio stations are growing in popularifyhe SHOUTcast network has over 15,000 statiorn, wi
an average 150,000 listeners at any given time= m&jor drawback of Internet radio is the requinetme
that a listener be tethered to an Internet-enateaputer. The WiRAD™ is an inexpensive and
portable wireless device for accessing Interndbrathtions via the already developed and widely
available WiFi networking infrastructure. WiRAD ™rictionality is illustrated in Figure 1.

— Internet Radio
- =tation

((te

WiFi Haotspaot
Fig. 1. System overview

The retail cost of th&/iRAD™ is approximately $200. This puts WiRAD™tht low-end of the iPod
price range.

3.2 Customer Needs and Benefits

The WIRAD™ customer might be searching for a solutio a range of needs. A possible use for
WIRAD™ s as a replacement for a personal medigegplaFor this purpose, a customer would need
specialized software for streaming an audio libfemyn his or her home computer. Another use fer th
WIRAD™ s as a replacement for conventional radiothis case, a customer would desire streaming
sports scores, news, and weather reports updatedlitime. In an industrial setting, WiRAD™ might
be used to stream information to employees on aifaaturing line. WiRAD™ might also be used in a
tourism setting to create an audio tour-guide.

WIRAD™ fulfills the needs of all such customersahgh standards compliance. With open streaming-
media standards, an abundance of open-sourceexistso customize WiRAD™ for any application.

3.3 Future Products

In the future, Holstaht will leverage its understig of wireless technologies to develop devices
for home media streaming. Future products willude Internet-radio-enabled stereos and
alarm clocks, as well as set-top boxes for wireledso streaming.
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3.4 Competitive Comparison

Although other portable streaming technologiesteiti®y are costly and limited in diversity. Cédlu
service providers already have the infrastructanitelessly deliver streaming media and are in the
process of deploying devices to process and vielh media. So far, these services are availableionl
limited metropolitan markets. Satellite radio isaternative wireless streaming technology that is
available in all areas. This technology has be@nasily concentrated in car-audio and wearable
receivers by XM and Sirius Satellite Radio. Botfidar service and satellite radio, however, regui
monthly access fees and have limited content.rieteadio, accessible via WIiRAD™, suffers from
neither of these drawbacks.

Portable media players, such as the iPod by Appdetlze Zen by Creative, are another alternative to
WIRAD™. However, the content of such non-streamdegices is limited to static data, whereas
streaming devices such as WiRAD™ are capablepufrting dynamic data like stock quotes, sports
scores, and weather information in real time.
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4.0 Market Analysis Summary
4.1 Market Segmentation

The vast majority of Holstaht sales will be to gersonal entertainment market. This market
accounts for 50,000,000 personal media player peitsear in the United States. The
comparatively smaller business and educational etarkake up an estimated 2,000,000 units
per year and 100,000 units per year, respectivElys is illustrated in Figure 2.

1%
4%
O Personal Media Player
B Business
O Educational
95%

Fig. 2. Market segmentation

4.2 Market Research

Due to the dominance of sales by the personal npayer market, initial research efforts
concentrated on surveying existing online dataedl#o this market. After utilizing online
resources to determine total market size, an etratuaf the competitive advantages of
WIRAD™ was conducted. Due to the device's novéliigaand its dramatic advantages in cost,
compatibility, and functionality, it was estimatttht 90% market share could be achieved.

Online resources were also used to estimate mirk#te business and educational segments.
In the business segment, WIRAD™ was modeled astelp@placement for PDAs capable of
achieving a 20% share of the 10,000,000 unit par pOA market. The educational market was
estimated as a function of the number of museurtiseitunited States.

4.3 Sales Strategy and Forecasting

WIRAD™ sales and advertisement will start out egotaly online. Targeted Google

AdSense™ advertisements will direct potential congis to the Holstaht online store. Online
sales also have the advantage of low startup posduction can proceed as sales are made, and
production dollars will not be wasted by stockietgil shelves in smaller markets. Once
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sufficient name recognition has been establishetsteht will begin selling through contracts
with existing retail outlets, such as Wal-Mart®,sB8uy™, and Radio Shack®.

In the first year, Holstaht hopes to sell 10,00@suto fill production capacity, yielding a .02%
market share. In the second year, after expandingetail outlets, Holstaht hopes to sell an
additional 50,000 units, capturing a .1% marketehan the third year, Holstaht hopes to
leverage name recognition and new products to 0000 units and capture 1% of the
market. This three-year forecast is illustrate&igure 3.
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Fig. 3. Three-year sales forecast
5.0 Management Summary
5.1 Organizational Structure

Holstaht will initially employ seven people, incind the four founders. The company is organized in
two branches: engineering and sales. The Holstafainizational structure is illustrated in Figure 4

ECEO
Allen Taheri

<&

[ Engineer I( Engineer W (Sales Exec.}

Kirk Strong Eric Tramel Wesley Holland

<> 4

[ Secretary 1 ( Webmaster J( Sales Rep. J

Fig. 4. Organizational Structure
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5.2 Administration

Allen Taheri, Holstaht CEO, will determine compaulicy in conjunction with Engineering
and Sales. Mr. Taheri's resume can be found ireAgix A. His responsibilities also include
managing company finances, dealing with compangl legpresentation, and planning for
company growth. He will also assist Sales in nagjonhs during expansion into retail outlets.

5.3 Manufacturing and Engineering

Kirk Strong and Eric Tramel will be responsible forking with engineering and
manufacturing contractors to design and producdymts. Mr. Strong's and Mr. Tramel's
resumes can be found in Appendix A. Engineerinfjalgso include a secretary to assist in
organization and technical communication. Engimgewill also assist management in
determining future products.

5.4 Marketing/Sales

Wesley Holland will fill the position of sales exdive. Mr. Holland's resume may be found in
Appendix A. His responsibilities will include warlg with the Webmaster(s) to design and
implement Holstaht's online storefront, managingnenadvertising, and assisting the Sales
Representative(s). He will also negotiate salegraots with retail outlets and assist
management in sales-related decisions.

5.5 Personnel Plan
Table Il details the Holstaht personnel plan fe tiext three years.

Table Il. Three-year personnel plan

2007 2008 2009
No. of Total No. of Total No. of Total
Position Employees| Salary | Employees Salary | Employees| Salary

CEO 1 $40,000 1 $40,000 1 $50,000

Engineer 2 $40,000 4 $40,000 10 $50,000

Secretary 1 $30,000 2 $30,000 5 $30,000

Sales Executive 1 $30,000 1 $30,000 1 $50,000

Webmaster 1 $40,000 2 $40,000 8 $40,000

Customer Service Rep 1 $30,000 2 $30,000 10 $30,000
Total 7 $250,000 12 $430,000 35 $1,370,000
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6.0 Strategy and Implementation Summary
6.1 Sales and Market Strategy

WIRAD™ sales and advertisement will start out egotaly online. This makes sense from a
sales standpoint, as it allows sales efforts ttalgeted at the population that has the largest
likelihood of buying the product. Online advertisents will include Google AdSense™
banners, as well as audio commercials on existitegriet-radio stations.

While most revenue will be derived from WIRAD™ illsesecondary revenue can be derived
from the software and hardware peripherals reledd¥iRAD™. Any of the following could be
bundled with the WIRAD™ or sold separately:

Software allowing streaming of personal music litgs.from home computers

Software plugin including text-to-speech linkingeimail program allowing streaming of emails
from home computer inboxes

Service providing user-customizable audio streamh as weather forecasting, stock monitoring,
sports announcing, etc.

Backup battery

AC adapter

USB cable

6.2 Pricing Strategy

WIRAD™ will be priced at $250. This will allow al$0 return on each unit sold, while still
staying within the retail pricing range of competiroducts, such as the Apple iPod and the
Microsoft Zune.

6.3 Distribution Strategy

WIRAD™ will be distributed via FedEx in conjunctiavith Holstaht's online ordering system.
Consumers will pay shipping costs.

6.4 Milestones

The first notable milestone was the completionheffirst WIRAD™ prototype. This milestone
was reached in December of 2006, when a devicemitimum WiRAD™ functionality was
demonstrated. The second milestone is the refineara consolidation of the WiRAD™
prototype. This milestone will be reached in Maot2007. The next milestone is the
completion of testing and verification upon the \KIR™ prototype. This milestone will be
reached in April of 2007. The fourth milestonehs sale of the first WIRAD™ unit. The last
noteworthy milestone is Holstaht's first breakegemt. The time of completion of these last
two milestones is undetermined.

10
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7.0 Financial Plan

7.1 Profit and Loss

Table Il shows Holstaht's profits and loss.

Sales
Contracted Manufacturing (Cost of sales)
Gross Profit
Gross Profit (%)
Recurring Salaries
Legal
Rent
Utilities(Elec/Gas/Phone)
Insurance
Bldg Maintenance
Travel
Advertising
Bank Finance Charges
Capital Expenditure
Loan Payments
Research and Development
Depreciation
Total Operating Expenses
Operating Profit
Net Profit (before tax)
Taxes
Net Profit (after tax)
Net Profit/Sales

Table lll. Profit and loss
Year 1

$2,500,000.00
$1,000,000.00
$1,500,000.00
60.00%
$250,000.00
$250,000.00
$24,000.00
$600.00
$6,000.00
$2,000.00
$5,000.00
$24,000.00
$12,000.00
$24,000.00
$104,000.00
$100,000.00
$1,400.00
$803,000.00
$697,000.00
$697,000.00
$209,100.00
$487,900.00
19.52%
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Year 2

$12,500,000.00
$5,000,000.00
$7,500,000.00
60.00%
$430,000.00
$500,000.00
$24,000.00
$600.00
$6,000.00
$2,000.00
$5,000.00
$100,000.00
$12,000.00
$24,000.00
$0.00
$500,000.00
$1,400.00
$1,605,000.00
$5,895,000.00
$5,895,000.00
$1,768,500.00
$4,126,500.00
33.01%

Year 3

$125,000,000.00
$50,000,000.00
$75,000,000.00
60.00%
$1,370,000.00
$1,000,000.00
$24,000.00
$600.00
$6,000.00
$2,000.00
$5,000.00
$400,000.00
$12,000.00
$24,000.00
$0.00
$2,000,000.00
$1,400.00
$4,845,000.00
$70,155,000.00
$70,155,000.00
$21,046,500.00
$49,108,500.00
39.29%
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7.2 Projected Cash Flows

Table IV shows Holstaht's projected cash flow.
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Table IV. Projected cash flow

INCOME (cash in)
Sales
Capital Received/Loans
Other Income (investments)
Total Inflow

EXPENDITURE (cash out)
Contracted Manufacturing (Cost of sales)
Recurring Salaries

Legal

Rent
Utilities(Elec/Gas/Phone)
Insurance

Bldg Maintenance

Travel

Advertising

Bank Finance Charges
Capital Expenditure

Loan Payments

Misc

Year 1

$2,500,000.00

$2,500,000.00

$1,000,000.00
$250,000.00
$250,000.00
$24,000.00
$600.00
$6,000.00
$2,000.00
$5,000.00
$24,000.00
$12,000.00
$24,000.00
$104,000.00
$100,000.00
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Year 2

$12,500,000.00

$12,500,000.00

$5,000,000.00
$430,000.00
$500,000.00
$24,000.00
$600.00
$6,000.00
$2,000.00
$5,000.00
$100,000.00
$12,000.00
$24,000.00
$0.00
$500,000.00

Year 3

$125,000,000.00

$125,000,000.00

$50,000,000.00
$1,370,000.00
$1,000,000.00
$24,000.00
$600.00
$6,000.00
$2,000.00
$5,000.00
$400,000.00
$12,000.00
$24,000.00
$0.00
$2,000,000.00
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7.3 Projected Balance Sheet

Table V shows Holstaht's projected balance sheet.

Current Assets
Cash Balance
Merchandise Inventory
Subtotal
Capital Assets (can be
depreciated)
Depreciation
Subtotal
Total Assets
Liabilities
Current Liabilities
Long Term Liabilities
Total Liabilities
Capital, aka Net Worth
Total Liabilities and Capital

7.4 Breakeven Analysis

Table VI shows Holstaht's breakeven analysis, whpgtifies the number of sales necessary to

break even for a given year.

25,000.00
0.00
25,000.00

7,000.00

7,000.00
32,000.00

104,000.00
0.00
104,000.00
-72,000.00
32,000.00

Year 1

514,300.00
0.00
514,300.00

7,000.00
1,400.00
5,600.00
519,900.00

0.00

519,900.00
519,900.00
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Table V. Projected balance sheet
Startup

Year 2 Year 3

12,500,000.00 125,000,000.00
0.00 0.00

12,500,000.00 125,000,000.00

5,600.00 4,200.00
1,400.00 1,400.00
4,200.00 2,800.00

12,504,200.00 125,002,800.00

0.00 0.00

12,504,200.00 125,002,800.00
12,504,200.00 125,002,800.00

Table VI. Breakeven analysis

Year 1 Year 2 Year 3
Total Expenses 1,553,000 6,105,000 53,845,000
Breakeven Revenue 1,553,000 6,105,000 53,845,000
Number of units at breakeven 6,212 24,420 215,380
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Appendix A
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Wesley Holland

P.O. Box 4540, Mississippi State University, MS 29762
601.954.4868
wjh44@msstate.edu

Employment

2006 MSU Department of Electrical Starkville, MS
and Computer Engineering
Laboratory Teaching Assistant
® Supervised classes of up to 20 students through various laboratory
tasks.
® Taught basic concepts of logic and digital design.
® Helped revise laboratory material to better achieve course goals.

2005-2006  Institute for Signal and Information Starkville, MS
Processing
Undergraduate Researcher
® Developed grammar specification conversion tools for speech
recognition applications.
* Contributed to the authorship of numerous conference

submissions.
® Researched and developed novel mobile computing interface
prototypes.
2003-2004  Kaplan Test Preparation Ridgeland, MS
Teacher

® Taught PSAT/SAT preparatory courses.
® Individually tutored ACT preparatory students.

2002-2004 Ringer Law Firm Florence, MS
Office Worker

® Copied, metered, and mailed all office correspondence.

® Re-organized file system.

® Transcribed letters and memos.
Trained office personnel in computer use.

Education
2004-2007  Mississippi State University Starkville, MS
Anticipated B.S. in Computer Engineering
® Served on the E.C.E. Student Advisory Board.
*  Maintained 4.0 GPA throughout a rigorous course-load.

2000-2004  Florence High School Florence, MS
® (Graduated 3rd in class.
®* (Graduated with a 97.8/100 GPA.
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