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Record Company 
BUSINESS PLAN 

REED ENTERTAINMENT CORP. 

2523 Rancho Blvd. 
Henderson, NV 85069 

This plan for a record company is quite detailed. The company plans to produce artists on four separate record  
labels. These labels cover a broad spectrum of the music industry, from Jazz, to Contemporary Christian  
music, to Rock. The company already has established ties to various artists in the industry, and plans to search  
for new artists to market and produce. 
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MISSION STATEMENT 
Reed Entertainment Corp. (REC) will capitalize on the growing entertainment market across the world through 
the production and promotion of high quality entertainment. Located in Henderson, Nevada, the company will 
become highly profitable through the sale of pre-recorded music product (compact discs/cassettes), in addition 
to revenues generated from ancillary profit centers. REC will own and control the masters (master copies), 
copyrights and licenses of its product, which will enable REC to create immediate revenue streams while 
growing its music catalog into a multi-million dollar asset. 

EXECUTIVE SUMMARY 
REC's Chairman, Samson Rama, has created, produced and marketed over thirty albums throughout his career. 
These albums have generated over $100 million in revenue for such companies as Rexmark, Connor, Emblem, 
Regal and Coastal Records. 

A variety of these projects have surpassed the "Gold" (500,000) and "Platinum" (1,000,000) sales levels and 
earned industry recognition through Grammy Awards, Soul Train Awards, Stellar Awards and GMWA Awards. 
A plethora of other projects have been used by major networks and companies such as JBN, RXK, CSC, 
Rexmark Pictures and Bloomfield Entertainment. 

REC has formed an experienced, award-winning management team. As artists, producers and executives, 
projects produced by these individuals have topped Billboard's Charts, earned nominations for Grammy's and 
Stellar Awards, while selling over two million copies. The years of experience maintained in both the business 
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and creative sides of record company operations will enable REC to generate profitable revenue immediately. 

REC maintains strong affiliations in the music industry. Through relationships with industry legends such as 
Calvin Roberts (Roberts Music), and Wellman Jax (JAX), REC has been offered international distribution with 
Rexmark Ultimate (a distribution arm of Rexmark) and the Johnson Group. This provides REC the opportunity 
to generate revenue from the world's largest music markets including Japan, Germany, the United Kingdom 
and South America. 

The company has established four record labels to handle a variety of music genres including Pop, Rhythm & 
Blues, Alternative Rock, Jazz, Gospel, Urban and New Adult Contemporary. REC has compiled an exciting 
and diverse roster of recording artists. Selected over the past year, these highly talented veteran and debuting 
artists will enable REC to quickly penetrate the music marketplace. 

REC will distinguish itself from other independent record companies through its marketing and promotional 
plan. Intense, calculated and relentless promotional campaigns will enable REC to earn massive revenues 
through the growing popularity of "singles", as well as, traditional full-length albums. REC will utilize the 
success of its pre-recorded music to develop profit centers in independent distribution, merchandise and 
concert promotion. 

Based on conservative revenue projections, REC will generate over $5.7 million in sales revenue throughout 
fiscal 1997-1998, and $26.3 million in 1998-1999. REC will reach positive cash flow in the twenty-third month 
of operations while netting profits of $4.5 million in 1998-1999 and $6.6 million in 1999-2000. 

REC's founders are seeking $4.5 million in equity investment capital for this exciting company. These funds 
will be used to: a) establish corporate offices, b) maintain overhead expenses, c) acquire and secure artists, d) 
fund project production budgets, e) fund multi-faceted marketing and promotion budgets. A staged infusion of 
capital over the course of the first 10 months of operations will provide REC with the necessary financial 
resources. A linked offering composed of common stock, preferred stock and debentures is being offered by 
REC. 

As REC reaches the aforementioned levels of profitability, several lucrative exit scenarios become realistic 
including the opportunity to be acquired by a major record company and, depending on investor preferences, 
the ability to liquidate ownership positions. 

COMPANY DESCRIPTION 

Introduction 
Reed Entertainment Corp. is a multimedia entertainment company which will supply profitable, positive, audio 
and visual entertainment to a diverse, international consumer group. REC is committed to wholesome 
entertainment across the board and firmly believes that quality, palatable entertainment can be realized without 
compromising commercial appeal. 

REC distinguishes itself through the commitment it undertakes with each of its artists. Contrasting the typical 
scenario in which a record company spends more money producing the music than they do in its marketing and 
promotion, REC will utilize a stable of experienced and resourceful producers to ensure the highest quality 
product within established production budgets. This, in conjunction with the financing and expertise necessary 
to stage intense, relentless marketing campaigns will guarantee the impetus necessary to create "winning" 
products in the marketplace. 

REC is composed of three internal divisions: Reed Music, Reed Video, and Reed Ancillary. The company will 
compete and earn revenue immediately through the creation of several lucrative profit centers, beginning with 
pre-recorded music [compact discs (CDs), enhanced CDs (sound & picture combination), CD Rom, cassette 
tapes and vinyl albums.] Additional income will be produced from distribution, video, merchandising and 
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concert promotion. 

Each of the albums that REC produces and owns will create valuable short-term streams of revenue. Owning 
and controlling the rights to each of its albums will enable REC to grow its music catalog into a valuable asset, 
one of several-hundred revenue producing titles. 

REC's Personnel 
The talented group of individuals who have united to form this innovative company, combined with industry 
affiliations and a highly esteemed Board of Directors, will catapult REC into the future as one of the industry's 
leading entertainment companies. REC's co-founders are Mr. Samson Rama, Mr. Carl Lever and Mr. Nathan 
Reuben. 

As a renowned producer, recording artist and employee with such major companies and labels as Rexmark, 
Connor, Regal, Emblem and Coastal Records, REC's Chairman, Mr. Rama, has directly produced and 
contributed to over $100 million of revenue for major record companies throughout his career. 

Moreover, Mr. Rama has linked and placed projects and music titles with the following television networks and 
television and motion picture production companies: JBN, TXK, CSC, Global Television, Heavenly Pictures 
and Bloomfield Entertainment. 

Mr. Carl Lever, a graduate from the Johnson Center, in the College of Business at the University of Nevada, 
possesses a wealth of entertainment and general business experience. Mr. Lever provides the essential business 
acumen to direct REC in daily finance, accounting and resource management functions. 

In addition, a qualified, experienced and talented management team has been selected to operate Reed Music 
and its associated labels. Learning and achieving success in all facets of record company operations, the 
members of the management team have honed their skills in the areas of project production, artist & repertoire, 
marketing and artist promotion. In fact, these individuals have produced and marketed artists such as Paul 
Firemen, The Collins, Sam Schnegle, Black Patton, Glory, Shayna and Angie Lanzi. Several of these projects 
have earned nominations for Grammy and Stellar Awards. This assemblage is poised to utilize its combined 
skills to ensure the growth and profitability of REC. 

Reed Music 
Reed Music is REC's primary thrust for the first several years of operations. Responsible for the cultivation of 
talent, the production of pre-recorded music product and its marketing, the success of REC Music will lay the 
groundwork for additional REC profit centers. 

REC Music and its associated labels strive to fully maximize the success and profit potential of each artist. 
Four record labels comprise the company's music division. Each division has been created with a distinct and 
specialized reputation of its own, and will be responsible for a separate genre of music. 

Ocean Records produces and promotes mainstream Pop, Dance, Alternative Rock and R&B. As the widest 
music market, REC Music personnel have auditioned and selected several artists who will debut with Ocean 
Records. 

Wave Records is responsible for Jazz and new Adult Contemporary products. The growing popularity and 
profitability of these music genres dictates quality product supported by solid promotional and marketing 
strategies and budgets. Stone Jackson, Herman Flax, and Manley Cont will be among the first projects released 
by Wave. This veteran roster provides Wave with artists possessing a recent track record and an existing loyal 
customer base. Combined, these artists have sold over 750,000 units in the past three years. 

Beat Records will create and produce Urban, Rap and Hip Hop genres. Beat is intent on producing music with 
clean, positive lyrics. Electronic production capabilities lower production costs enabling projects to be 
completed at one-third the cost of projects in the other music genres. This allows REC to recoup its investment 
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and realize profits with a lower break-even point. 

Light Records is designed and created to produce and promote inspirational and gospel recordings. Light 
Records is committed to the work of the ministry, and will acquire artists who share in this commitment. Mr. 
Jack Corbin is at the helm of this record label, and brings affiliations and an established network in the 
Christian music realm. Growing in popularity and strength over past years, Christian music has become a 
profitable and effective launching ground for new artists. 

Reed Music and its associated labels will produce and release four projects from each label in each of the first 
two years of operations. A second phase consisting of sixteen productions for artist follow-up albums and 
newly acquired artists will begin in late 1998. 

During the course of 1997-1998, Reed Music's Artist and Repertoire Department will locate, assess and 
consider additional recording artists. Reed Music has begun discussions with a variety of known recording 
artists who are interested in signing with Reed Music. 

Recording the Music 
The majority of the Reed projects will be produced at Brandy Recorders, in Las Vegas. A multi-million dollar 
facility, the quality of Brandy's equipment, the architecture of the studio and its atmosphere are conducive to 
creating the highest quality projects in a cost and time effective manner. By pre-purchasing large blocks of 
studio time, REC will have access to the two studios in this facility at a heavy discount. Artists such as Jasmine 
Hail, Bronx Duo, Calvin Griffith and Smash have recorded at this facility in recent years. 

REC will utilize a variety of independent record producers for the studio production of its projects. Producers 
will be hired on a per project basis. These producers will be paid up-front fees and will also receive royalties 
(3%) from unit sales. Networks of producers are available to REC for the specific genre of music. Additionally, 
each of REC's Vice Presidents have a production background which will ensure the delivery of quality product 
on budget. 

Manufacturing & Distributing 
A plethora of options are available to satisfy REC's requirement for quality manufacturing and reproduction of 
compact disc, cassettes and videos. REC will outsource this function to one of many manufacturing outfits in 
the industry. These vendors will be selected based upon quality of product, ability to meet delivery deadlines, 
payment terms, inventory and storage options, as well as price. Several manufacturers that REC is currently 
considering are: Holly Manufacturers, Inc., Farwell Manufacturing, and JXT Manufacturing. 

REC has been offered international distribution of its product through Rexmark Ultimate and the Johnson 
Group. A working relationship with either of these companies will allow REC to readily expose each of its 
music products to the world's largest music markets, while generating $8.50 -$9.50 per unit sold. 

Marketing & Promotion 
Chief among REC's goals is to design and provide creative and effective marketing for its artists. As music is 
being produced in studio, promotion and marketing strategies will be formulated. It is crucial that the 
marketing plan for each new release is in motion several weeks before the product is completed in studio. 

REC will employ multifaceted promotional strategies for its product releases including: hiring regional 
independent record promoters and creating radio promotions, Internet sites, broadcast videos, dance club 
promotions, in-store/co-op promotions and promotions to the general public through print, video and television 
mediums. 

To support the sales of pre-recorded music, Reed Video will produce and release music videos for each album 
released by the company. Existing affiliations in the video sector of the industry allow the company to produce 
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top quality video productions while minimizing budgets. At this stage, music videos will be created for 3-4 
songs on the album which will be released as "singles", as a prelude to the full album release. Reed Music will 
contract with independent record promoters to interface with radio station program directors and music video 
network directors. Public relations firms will be hired to publicize and promote REC recording artists. 

Reed Video 
Reed Video & Television is established initially to support pre-recorded music products through the production 
of broadcast music videos. Understanding and capitalizing on the close relationship between audio and video 
entertainment will quickly propel REC's products in the marketplace. 

Broadcast Music Videos 
Rivaling radio in terms of the most powerful promotional tool for pre-recorded music sales, broadcast music 
videos are a crucial instrument to ensuring successful product launches. Reed will produce two to three music 
videos for each new project completed by the company. Videos will be created to appeal to the target audience 
of the particular song. 

REC has created relationships with several firms for the production of music videos. Specifically, PSB 
Productions and Lighthouse are two full service production companies that have submitted demo reels and 
music video concepts to Reed. Having pledged support of Reed's mission, these companies have offered below 
market fees and full use of their audio and video equipment. 

Broadcast music videos will be distributed to such networks as Telereed, Bono, Abcorp., etc. Independent 
record and video promoters will be hired to gain maximum air time and exposure for company videos and 
artists. Furthermore, these promoters will work to gain exposure for videos in non-traditional music settings 
such as: bank lobbies, department stores, airplanes, stadiums, retail establishments and other public settings. 

Reed Ancillary 
The third division of the company, Reed Ancillary will be responsible for additional business opportunities 
related to the sale of pre-recorded music. Initially, distribution, merchandising and concert promotion will be 
developed. As the company grows and matures, diversification into other revenue generating opportunities will 
occur through Reed Ancillary. 

Distribution 
Reed Music will utilize its distribution network to allow for the distribution of projects for smaller, independent 
record labels. A key factor affording REC the opportunity to capitalize on this, is the company's close, personal 
relationships with both Rexmark Ultimate and the Johnson Group. REC's ability to claim top dollar from these 
international distribution companies will enable it to earn a middleman fee on the distribution and 
manufacturing of other companies' products. Reed will earn between $2.50 and $3.00 for each unit 
manufactured and distributed. 

Company founders have had discussions with numerous record labels across the country who are interested in 
working with REC. Partnerships with these companies will be dictated by the strength of company 
management, the quality of both their artist and product and the size of their marketing and promotion budget. 

The independent distribution division of the company will be incrementally increased over a three-year period 
with four independent projects being distributed in 1998, six projects in 1999 and twelve projects in 2000. 
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Merchandising 
A lucrative profit center for Reed, merchandising opportunities will be created upon and around company 
artists and products in concert venues and retail outlets, alike. 

Concert merchandise (t-shirts, sweatshirts, hats, programs, posters, buttons, etc.) is typically sublicensed to a 
merchandising company specializing in retail operations at large concert venues. REC has several relationships 
with merchandise managers involved with many national sports franchises and arenas around the country. 

Retail merchandising strategies will be coordinated and planned with the assistance of advertising agencies and 
public relations firms. The chief objective will be to create alliances with apparel manufacturers for Reed 
artists, similar to the manner in which athletic shoe manufacturers attach an athlete's name or image to a 
particular shoe. Of course, these opportunities will become more readily available as the artist's reputation 
increases. Nonetheless, REC will work to make inroads in this realm early on. 

The company is preparing to design and release a line of Reed casual wear, including such items as shirts, hats 
and jackets. Distribution of these products to music related retail outlets will occur through REC's pre-recorded 
music partner. Distribution to mainstream apparel outlets will also be secured. 

Concert Promotion 
As a related means to increase exposure for the company artists, Reed will plan and promote several live 
concert shows a month. Shows will be staged at a variety of major concert venues throughout Nevada. 
Revenues will be generated from the sale of tickets, concessions and merchandise. Early on, the company will 
plan and promote two shows per month. This will allow REC the opportunity to attract outside talent to 
perform in the Las Vegas metropolitan area. It is anticipated that as this division of the company grows, 
regional promotion contacts will be established allowing for expansion and increased revenues. 

INDUSTRY ANALYSIS 

Independent Labels 
It has become common practice to classify all but the major labels (those having their own distribution 
systems) as independent labels. Independent labels have been described by knowledgeable music industry 
professionals as "the lifeblood of the business." In fact, in 1995 independents accounted for over 19.2% of the 
music industry's market share. 

Lacking large budgets for project production and marketing, independent record companies have had to be 
more resourceful over the years. Such facets of the business as, intense talent scouting (Artist & Repertoire) 
and grass roots marketing campaigns have been utilized to compete with major record companies. 
Furthermore, independents cannot rely on the occasional "big hit" record, but rather have established and 
grown music catalogs to provide streams of revenue. 

In growing a music catalog it is imperative to compile a reliable group of artists, who are dedicated to 
producing quality music. This enables the company to steadily increase the number of unit sales for a particular 
artist over a two to three album process. 

Major recording companies frequently invest in independent labels when confidence in the company's roster 
and management exists. In these strategic alliances and joint ventures, the larger company may invest money 
to: a) assist in completing album projects, b) manufacture compact discs and tapes and c) assist with marketing 
and promotion plans. 

Although independent distribution channels (Johnson, Wallace and Cordoba) exist, many independent labels 
choose to utilize the independent distribution services offered by major labels. This is an attractive choice for 
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independents, due to the breadth and reach of the distribution in addition to the clout which the majors possess 
with retailers. In these situations, independents can "piggy back" on the reputation of the major. 

Several UK companies that started as independent firms and joined forces with a major include Clover, Maid 
and Roots. Similar success stories are documented with U.S. based companies such as: Appleton, Chatham and 
Mill Point. From the outset, these companies demonstrated creative leadership, quality product and 
determination. 

Industry Sales Volume in the U.S. 
The U.S. record business, which grossed two billion dollars in 1970, exploded to four billion dollars in sales by 
the end of 1978, with a unit volume of 726 million records and cassettes sold. Sales fell sharply over the course 
of the next six years, mainly due to the declining American economy and the popularity of home cassette 
taping. It wasn't until 1988, when unit volumes reached 726 million, that the industry exceeded the pinnacle 
reached ten years ago. Recent calculations of industry figures indicate more than 10 billion dollars in sales and 
a volume of more than 955 million units. 

MARKETING & PROMOTION 
Reed has formulated a simple but successful approach to market its products. The chief marketing objective for 
REC's pre-recorded music, video and programming products centers around the design and implementation of 
a strategy that will cost-effectively deliver that product to the intended target market. 

This will be achieved through a marketing plan consisting of the following tools: publicity, community 
outreach, advertising, art direction, radio promotion, independent promoters, broadcast music videos, touring, 
retailer co-op advertising, motion picture tie-ins, alternate distribution outlets, Internet, dance club promotions, 
mailings & telephone follow-ups. 

Marketing Goals & Objectives 
• Ensure that each project achieves and sustains a "Top Ten" position on industry music charts. 

• Release and promote four singles and accompanying music videos, in addition to each full 
length CD/cassette; creating revenue streams for each album project 

• Utilize REC's three phase marketing & promotion plan 
• Hire independent record promoters in each of four separate regions of the U.S. 
• Utilize teams of publicists to coordinate print advertisements, and artists' public appearances 

• Support and assist non-profit organizations, charities, and community programs 
• Dedicate advertisement space for non-profits on all REC products 
• Tie in REC's recording artists for participation with non-profit organizations 
• Design and implement music education programs for community youth 

Marketing/Promotion Strategy 
Considering the onslaught of product released to the music/video market each month (1,200 new releases) 
worldwide, it is crucial to ensure the visibility of each project. The financial success of an album can be 
guaranteed through the establishment of proper marketing and promotion budgets. However, without the 
dollars necessary "to win" success is a "crap shoot." With properly established budgets, Reed Music will 
generate large streams of profits from each of its projects. The marketing and promotion budget will be divided 
into twelve to fifteen-month campaigns, each consisting of three phases. 

Phase 1 begins with the creation of music videos for approximately three songs from the new album project. 
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Once these have been shot and edited, the first "single" and its video counterpart will be released to the public. 
At this point independent promoters will canvas radio stations, video networks and dance clubs (depending on 
the genre of the release) to ensure proper air play for the first single. Within the next six weeks, a second 
"single" release will be promoted to the public. This strategy will enable Reed to achieve two important 
outcomes-increasing the number of "singles" that are sold in retail outlets, and building anticipation for the 
release of the full-length CD/cassette. 

Phase 2 concentrates on the publicist, print advertisements and media exposure. Riding the momentum of the 
"single" releases, the market will be printed to hear and learn more about the artist(s) through articles in both 
trade and non-trade magazines, as well as radio, television and Internet interviews. Furthermore, the publicist 
will also be able to create valuable exposure for the charity/non-profit organization that the artist has chosen to 
assist and promote. 

Phase 3 begins with the release of the full-length CD/cassette. This will be accompanied by intense in-store and 
retailer co-op advertising. Retailer programs will be designed to acquire valuable listening posts, end-cap 
displays, window/wall posters, point of sale advertisements and co-op advertising in mailers and store 
circulars. Additionally, the third and fourth "singles" will be released during this phase. The systematic release 
of "singles" will sustain the artists popularity while increasing and prolonging sales of the full-length album. 
Furthermore, during Phase 3, the artists will make promotional appearances at clubs, retailers, radio stations 
and charity events in conjunction with scheduled concerts. 

Radio Promotion 
Despite the fact that radio no longer possesses the sole influence on record sales, sharing the spotlight now 
with video resources, it is still a heavyweight medium for record promotion. 

With so many changes occurring in the radio/video industries - the sale of radio stations for tens of millions of 
dollars, for instance, along with the fragmentation of radio formats and escalating success of video, promoters 
have been forced to realize that they are in a business and must therefore approach their jobs in a far more 
business-like manner than is traditional. Promoters are now more concerned about the facts and figures rather 
than simply trying to impress program directors with the great new song they have to offer. 

Major record labels utilize both in-house and independent promoters to assist in the effort to maximize the 
airplay of a new song or album. An in-house radio promotion staff makes financial sense assuming the 
company maintains a steady and consistent release schedule to a specific genre or radio format. Personal 
relationships with radio station format directors is the name of the game in this arena. Bombarded by new song 
and album releases each month, program directors are inclined to assist those with who they are familiar and 
friendly. 

Independent Promoters 
Reed Music will utilize the services of outside radio promoters. Known as independents, these promoters have 
established networks and relationships with radio station program directors. Most independents position 
themselves and focus within a specific music genre. 

Reed Music has created a network of independents who will be hired to interface with radio stations. 
Specifically, Reed Music will create and design goal oriented and incentive based contracts with independent 
promoters. Measurable criteria will include some of the following: peak chart position obtained, number of 
weeks on the charts on which a specified position was obtained. 

Reed Music's independent promoters will focus their efforts and attention on reporting stations. A reporting 
station is one that trade papers/magazines and tip sheet publishers telephone each week to learn which 
recordings were and are planned to be programmed. This information is gathered and tabulated from all around 
the world. It is presented to the public in the form of a chart which shows such information as current chart 

Источник бизнес-плана: http://www.referenceforbusiness.com

http://www.openbusiness.ru/
http://www.referenceforbusiness.com/business-plans/Business-Plans-Volume-04/Record-Company.html
http://www.live-and-learn.ru/
http://www.1000ideas.ru/


Сообщество информационных проектов, содействующих развитию малого и среднего бизнеса
                                          www.openbusiness.ru – портал бизнес-планов и руководств по открытию бизнеса
           www.1000ideas.ru – все самое интересное, необычное, вдохновляющее и безумное в мире бизнеса
                                                            www.live-and-learn.ru  - современный журнал практической психологии

position, previous chart position, artist, record label, etc. 

Broadcast Music Videos 
The promotion of pre-recorded music is inextricably bound to TV related transmissions of music, including 
conventional TV, cable, pay-cable and direct satellites. Sales are increased immediately when music is linked to 
visual entertainment, whether the medium is a movie musical, a TV broadcast or a music video. Broadcasts and 
cable companies now transmit dozens of video shows, and their impact on record sales is clear; videos not only 
increase record sales, they break new acts, and prolong the chart life of new recordings. 

In addition to canvassing radio stations, independent record promoters will also devote substantial time 
securing airplay for music videos. Boundary TV and similar outlets guarantee huge national exposure, just as 
with radio. Reed Music will place heavy importance on music videos, considering the national and 
international reach of these networks. Music videos will offer exposure to those markets presently unexploited. 

Marketing & Promotion 
A sample 12 month campaign for an album released through Wave (Jazz, NAC) 

 
Broadcast Music Videos 2 Videos® $30,000 $60,000 
Independent Promoters 2 @$4,500/month, 6 months $54,000 
Publicist $3,500/month, 9 months $31,500 
Touring/Promotional Travel $2,500/month, 6 months $15,000 
Print Media $3,600/month, 9 months $32,400 
In-Store/Co-op 6 month campaign $37,500 
Promotional CDs/Mailings 4,000 CDs/1,000 Cassettes $5.500 
Total Marketing & Promotion Budget $235,900 
The genre of music dictates the approximate marketing and promotional budget amount. For instance, due to 
the breadth of the mainstream market, a project released through Ocean will require twice the amount of a 
Wave project. 

Touring/Promotional Appearances 
Perhaps one of the most effective marketing tools, concerts and promotional appearances are instrumental in 
"breaking" a new act and creating a loyal fan base. Public relations personnel in conjunction with the artist's 
management will create and plan these promotional tours which will be directed toward the particular target 
market. For instance, the artist may make an appearance at a local record store, provide an interview for a radio 
station, and perform in a concert the same evening. 

In addition to the long-term benefit of creating a loyal customer base, REC will utilize these opportunities to 
immediately sell copies of the artist's project, as compact discs and cassettes will be available at merchandise 
tables at concerts and appearances. 

Dance Club Promotion 
Dance clubs are effective mediums to test market new recordings. Prior to the commercial release of 
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mainstream singles, the songs will be distributed to clubs to test public response. Reed will work closely with 
its independent promoters to establish networks of clubs throughout the country which will be utilized to test 
new releases. Results from these activities will provide crucial information in a timely fashion, allowing the 
company to tweek (re-mix) a recording if necessary. Furthermore, Reed Music expects to increase sales by 
promoting music videos of new releases to be played in the clubs. Dancers who become surrounded by the 
club's multiple screens and overpowering sound systems may be stimulated to later walk into a store and 
purchase a copy of the product (audio or video) to continue enjoying the music at home. 

Public Relations 
A key piece in the promotion of new product releases is the "creation of mass interest" in the marketplace. This 
is done in the motion picture industry with sneak previews, interviews with starring actors/actresses and 
directors, television commercials and print advertisements. The coordination of these activities is the 
responsibility of the publicist(s). 

REC will utilize publicists to create the buzz in the marketplace about new projects and artists. Initially, this 
important function will be outsourced to credible public relations firms, until such time that it is feasible to 
internalize this position at Reed. Publicists will arrange and promote appearances and interviews (talk shows, 
industry publications, mainstream magazines) and create written materials and ad copy about the artist to catch 
public attention. 

Combined with concentrated airplay and print advertisements, the impact created from the publicist's strategy 
creates the most powerful advertisement, word of mouth. Music buyers who hear the "talk" and hear the music 
on the radio are more inclined to enter a music store to make a purchase. 

Print Advertising 
Advertising campaigns will concentrate on the types of exposure that fashion designers have mastered in the 
realm of advertising. A variety of media will be used including print, broadcast, point-of-sale and direct mail. 
With a mass consumer product such as music, it is feasible to reach specified target segments by placing 
advertisements in mass print media-magazines and newspapers. 

Some advertising will be cooperative with the store and Reed sharing costs. For example, a print page or media 
buy that promotes a REC product in conjunction with the retailer. Co-op advertising may be paid all or in part 
by the retailer, who is reimbursed by Reed from a co-op budget determined by the retailer's volume of 
purchases from the label. To justify the high expense, several Reed Music releases will be pushed in one ad, 
thus pulling down the "cost-per-thousand" expense per release. From time to time, record stores may request 
that Reed finance a print media campaign in their area. Reed will initiate print ads when trying to coordinate 
advertising with the promotion of concert appearances by a Reed artist. 

Community Outreach 
As a pillar of the company, community outreach will play an integral role in both the company and artist 
positioning. To this end each Reed artist will be aligned with a specific charity or community organization. 
Supporting the company's philanthropic desires, artist participation will enhance public image while generating 
exposure and revenue for chosen charities. 

More specifically, a page inside each compact disc will be devoted to a charity or non-profit organization. 
Additionally, space on each artist's World Wide Web page will be reserved for a non-profit organization. 
Furthermore, Reed Entertainment will lend additional support to these charities through corporate fundraising 
opportunities and donations from company revenues. 
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Art Direction 
Also a crucial function, proper art direction can greatly enhance the image of a product, lending added power 
to the promotion and marketing strategies. Responsible for artistic layouts, print advertisements, compact disc 
design, j-card design, merchandise design and the creation and maintenance of the corporate identity; the 
creativity displayed by this department plays a key role in positioning and packaging the project to the 
consumer. 

Within the first few months of operations, this function will be overseen internally, with many of the specific 
projects being completed by independent graphic artists. This will minimize REC overhead expenses while 
maintaining the highest level of creativity. 

Retailer/Co-op Advertising 
Traditional distribution channels into music related retail establishments enable REC the opportunity to reach 
retail outlets throughout the world. REC will closely coordinate product launches and utilize the distributor's 
clout with retailers to design specific strategies for enhancing advertising and marketing presence within retail 
establishments. These strategies will focus on point-of-sale advertisements, in-store advertising opportunities, 
print, radio and television co-op opportunities. 

One such strategy to be implemented once the company has several artists on the market, will be presenting 
retailers with the opportunity to place an attractive Reed aisle end-cap display in the establishment. The display 
is intended to promote four to five REC artists' compact discs simultaneously. 

REC will also design other in-store advertisements such as counter-top point-of-sale advertisements, window 
posters and banners. In addition to listening posts (product displays which allow a potential buyer the 
opportunity to sample the product prior to purchase), REC artists and products will also be advertised in 
retailer newsletters and bulk promotional mailings to the public. 

Alternate Distribution Outlets 
Additionally, REC is examining the prospect of distributing products through network marketing channels. The 
recent explosion of network marketing concepts has produced millions of distributors and consumers 
worldwide, providing an effective means to reach the public. The distribution breadth of individual companies 
will be evaluated to determine if access can be gained to selected target markets. 

Furthermore, REC will distribute its products through the Christian Music Association. An established national 
network, this channel provides an excellent vehicle for the distribution of Gospel and Inspirational products. 

Motion Picture Tie-ins 
Reed will submit songs to motion picture studios as an additional means to provide promotional support for 
company projects. The promotional mileage created from being included on a soundtrack for a major motion 
picture is enough to assist in moving several hundred-thousand copies of the album. 

The Internet 
In response to the growing popularity and necessity for a presence on the Internet, REC will create and design 
a web presence for itself. Utilizing the latest web site technology, REC's web site will be intended to advertise 
the company, announce and advertise new releases, sell company products and merchandise and offer e-mail 
communication. Furthermore, utilizing the latest technology, visitors to the web site will be able to sample 
music clips from REC's artists. Management has secured a domain name for the site. 

Furthermore, REC will create space on its web site for each artist signed to the company. Allowing for 
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increased public exposure, the public will be able to learn more about the artist or group. Additionally, space 
will be provided to promote chosen non-profit organizations and charities through this electronic medium. 

Mailings, Telephone Follow-Ups 
REC's independent promoters will mail promotional copies of the product to a large number of radio, cable and 
TV outlets. Independent promoters have the experience and the established networks to use select mailing lists, 
ones that include mostly influential stations or stations where the promoters possess person contacts. Mail 
campaigns will be followed by telephone calls. The success of this kind of telephone follow-up will be based 
upon the suitability of the recordings mailed, and the already established rapport between our promoters and 
the radio/TV programmers. 

Marketing Summary 
The promotion and marketing facets of the record business are vital to REC's overall success. A quality product 
is only the first step in the equation for hit records, videos and programming. Reed will ensure its financial 
success through consistent and balanced marketing strategies designed to reach desired target markets. 

THE MANAGEMENT TEAM 

Goals & Objectives 
• Create a highly organized, productive and efficient organization 

• Clearly outline specific responsibilities for each position 
• Provide employees with the necessary autonomy to be productive 
• Eliminate overlapping job responsibilities 
• Monitor cost effectiveness and quality of outsourced functions 

• Provide employees with incentives to maximize performance 
• Offer employee medical insurance 
• Institute an employee profit sharing plan 
• Offer bonuses based on the attainment of specific goals 
• Create an enjoyable, creative, positive workplace 

The strength of REC's management team is derived from the blend of experience, creativity, savvy and energy. 
The following individuals who occupy key positions within REC are dedicated and prepared to ensure REC's 
success and profitability. 

Samson Rama - Chairman/President 
Mr. Rama, a co-founder and the Chairman of the Board, provides the vision for REC's future. A renowned 
producer, and recording artist, and employee with such major companies and labels as Rexmark Ultimate, 
Connor, Emblem and Regal, Mr. Rama has directly produced and contributed to over $100 million of revenue 
for major record companies throughout his career. 

Beyond the creative side of the business, Mr. Rama has developed the business and interpersonal skills 
necessary to lead REC. He maintains close personal relationships with many executives and personnel within 
the music industry. These affiliations and contacts will provide REC with the proper positioning to navigate 
within the industry. 

Having earned a Doctorate in Social Education in 1983, Mr. Rama has placed great emphasis on teaching and 
mentoring youth. His work as Executive Director of the Henderson Youth Program and his past position as 
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Head Coach for the Collingwell High School Basketball Team have given Mr. Rama the forum to positively 
impact youth. 

Mr. Carl Lever will operate as REC's COO/CFO. Mr. Lever, a graduate of the Johnson Center, in the Business 
School at the University of Nevada, provides REC with a wealth of tangible business experience. 

Carl Lever - Chief Operating/Financial Officer 
Throughout the past several years, Mr. Lever has honed his general business skills as a business consultant. He 
has worked with over 100 businesses in Arizona, assisting with accounting and financial analysis as well as the 
creation of marketing and business plans. Furthermore, as a representative of the Applewood Corporation, Mr. 
Lever participated in a series of business/marketing seminars in Russia. Working closely with the management 
of several Russian service and manufacturing companies, Mr. Lever assisted in creating marketing plans for 
companies which previously operated under the Communist regime. 

Furthermore, Mr. Lever has honed and developed many of his business skills as the General Manager for a 
multi-location dry-cleaning franchise. Specifically, his duties included company-wide operations management, 
financial services and franchise development. 

A finalist in the annual Business Plans Competition at the University of Nevada in 1991, Mr. Lever was also 
invited to participate in the Moot Corp Competition. In fact, Mr. Lever was the first undergraduate student to 
be chosen to participate in this worldwide competition. 

Clayton Gorman - Senior Vice President (Ocean) 
Mr. Clayton Gorman provides an impressive blend of entertainment and general business which will be 
instrumental in leading Ocean. Most recently, Mr. Gorman served as the Executive Vice President for Emblem, 
in Nashville. In this capacity, Mr. Gorman was responsible for artist development, artist negotiation and music 
production. Currently, Clayton Gorman is the Director of Gospel Music, for T-Dog Music, also located in 
Nashville. 

Throughout his career, Mr. Gorman has worked extensively in the music industry. In fact, his work has 
produced Grammy Nominations, as well as RIAA Certified Gold Albums. Specifically, he has worked with 
Carville Records. 

Mr. Gorman has also devoted several years of his professional life to community and youth organizations. As a 
founding member of the Child Benefit Group in Nashville, Mr. Gorman has assisted youth of all ages. Each of 
these programs currently serves over 1,200 youth, providing guidance and education in the areas of life skills, 
reading, math and general counseling. As a result of his dedication and commitment in this area, Mr. Gorman 
was nominated and received the prestigious Community Excellence Award. 

Todd Richard - Senior Vice President (Light) 
A graduate of Harvard University, Mr. Todd Richard has developed a multi-faceted background with 
experience in finance and banking, in addition to comprehensive experience in the entertainment industry. 

As an employee with New Sound Productions (New York), Mr. Richard received his first "taste" of the 
industry. While with this company, he had the opportunity to work with many Gospel legends. Mr. Richard 
honed and developed his management and production skills. It was with this experience that Todd founded the 
Salt Group, a company which produces audio and theatrical productions. The company also manages artistic 
clientele in the genre of Christian music. 

Working in the realm of Christian music, Todd has developed a cadre of affiliations. Relationships with artists, 
concert promoters, program directors (radio stations) and ministries across the United States will be beneficial 
to his role as the Senior Vice President of Light Records. 
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Manley Cont - Senior Vice President (Wave) 
A graduate of Savannah College of Music (SCOM), in 1975, Mr. Cont has developed a varied background of 
experience in the industry. Most recently, he has concentrated on his solo career which has produced four Jazz 
albums for Emblem. His album projects have collectively sold over 375,000 units within the past five years. 

After graduation from SCOM, Manley honed his musical skills while touring worldwide and recording with 
various Jazz groups. In addition to his own projects, Manley has participated in the recording of over fifty 
albums. Furthermore, Mr. Cont has taught several high school music classes utilizing his proficiency with 
woodwind instruments to promote music to youth. 

Due to his experience in the Jazz niche of the music market, Manley has developed a solid network of personal 
contacts with radio promoters, musicians, producers, and executives. These affiliations are invaluable to REC 
and will allow the company to make an instant impact in the marketplace. 

Reed Music Operations 
The following is a description of the key roles and responsibilities attached to the daily operations of Reed 
Music. 

Each of the label Vice Presidents will be directly responsible for all of the functions within their particular 
label. Label Vice Presidents will solely handle the majority of these functions for their particular label with the 
assistance of shared administrative staff. As each label grows in terms of sales revenue and the number of 
recording artists, additional staff will be added to provide necessary support. Wherever possible and feasible, 
staff will be shared between labels in an effort to minimize unnecessary overhead. 

Marketing/Sales 
Responsible for selling the company's product to wholesalers and retailers. It develops sales campaigns, 
determines policies for discounts, special deals and returns, takes orders for product and oversees sales 
activities on local levels, provides financial assistance to accounts for advertising and oversees billing. The 
sales department consists of members of a national sales team - senior executives, salespersons and other 
employees of the branch distribution system. This work is done in-house by small labels or contracts with 
regional concerns to handle these functions in different parts of the country. 

Product Management 
This department may also be referred to as "Artist Development". Found in most medium to large record 
companies, product managers coordinate and oversee all aspects of a current release, including packaging, 
advertising, tours, publicity, promotion and sales activities. This entails close liaison with personnel from other 
departments within the label. The object of this department is to oversee the overall career growth of signed 
artists, giving whatever input necessary for the artist to achieve and/or sustain commercial success. 

Publicity 
The function of the publicity department is to bring press and other media attention to the artist which will, 
either directly or indirectly, aid in the sale of records. Inherent in this goal is the continued visibility of the 
artist in newspapers, magazines, trade publications, on radio and television programs and special industry 
award shows. 

Promotion 
Reed labels will employ an outside promotional staff to seek the greatest possible exposure for artists and 
products through radio and video air play. Representatives deliver new products to radio stations and closely 
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monitor their play lists to see if their song is being played. The same approach is taken with regard to video 
outlets. A large part of the success of a record is predicated upon the amount of radio air play it receives. The 
competition is fierce. As such, a record should not be randomly promoted to radio stations. 

Artist Relations 
This department has broad responsibilities, which include talent search, contract negotiation, interim artist 
management and development (unless the artist has other management), tour support and publicity. 

Artist & Repertoire 
A general breakdown of Artist & Repertoire (A&R) responsibilities include scouting for talent, locating songs, 
pre-production functions such as providing creative input, scouting producers, planning budgets, etc.; 
production functions such as reviewing tracks, determining album sequencing of tracks, recommending 
singles, monitor mastering and manufacturing, creating excitement within the label itself, etc. 

Artist & Repertoire Administration/Production Coordinator 
This department handles the clerical aspects related to A&R and supervises various administrative activities. 
These responsibilities include planning and monitoring budgets, examining studio bills, preparing studio 
reports, ordering references and parts, collecting information for label copy and packaging, monitoring and 
reporting on contractual options, copyrighting works for a single or album and obtaining mechanical licenses. 

Creative Services 
This department is primarily responsible for creating and supervising marketing campaigns, including 
developing marketing concepts, creating and executing graphic art, creating editorial copy and designing 
"point-of-sales" stimuli posters, banners and window displays, etc. 

THE FINANCIAL PLAN 
Reed has developed a sound, conservative financial plan which provides the founders, investors and employees 
the opportunity to financially capitalize. The following paragraphs provide valuable details and insight to the 
figures which comprise the plan. 

Financial Goals & Objectives 
• Achieve overall positive cash flow within the 1st quarter of 1999. 

• Obtain required financing through private placements throughout 1997 
• Minimize the aging of accounts receivable 
• Take advantage of prompt payment discounts offered by vendors 

• Maintain a net profit percentage of 25% beginning in 1998. 
• Meet or beat target budgets for project production, promotion and corporate overhead expenses 
• Decrease the manufacturing cost per unit (CDS) to under $1.02 through volume discounts 
• Meet conservative projected sales targets 

• Fulfill required fiduciary responsibilities to investment partners 
• Provide interest payment to holders of debentures (12.5%) 
• Provide 13% dividend to investors holding preferred stock 

• Position the company to allow investment partners, founders and employees the opportunity to 
financially capitalize on Reed's profitability. 
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• Maintain balance sheet attractiveness for potential public financiers and investors 
• Adhere to typical industry financial ratios 
• Adhere to all required federal and state laws in all aspects of the business 
• Institute an employee profit sharing plan 

Financial Rationale 
The financial rationale accurately describe the various assumptions which comprise the pro forma income 
statements, statements of cash flow and balance sheet. In all cases, these assumptions follow a conservative 
approach. 

Income Statement 

Sales Revenue 
Reed will generate the majority of its revenue from the sale of pre-recorded music product. This includes 
compact discs (CDS), cassettes, CD singles, cassette singles, vinyl albums and enhanced CDS. For purposes of 
revenue forecasts, management has projected varying unit volumes for each of its projects. Sales will occur 
within a fifteen-month time frame from the release date. Based upon the intensity of Reed's marketing 
plan/budget for its projects, the following unit projections will be quickly attained and surpassed. 

 
Ocean 250,000 units/release 
Beat 250,000 units/release 
Wave 125,000 units/release 
Light 125,000 units/release 
Reed will gross approximately $8.75 for each full-length compact disc sold, and approximately $6.00 for each 
full-length cassette. The current retail price for compact discs and cassettes averages approximately $14.72 and 
$9.15. Currently, the industry is reporting four CDS sold to each cassette. 

In addition to the sales revenue generated from the full-length CDS and cassettes, revenue will be earned from 
the sales of "singles". The retail sales price for "singles" is $6.50, resulting in a gross revenue of $5.00 per CD 
unit for Reed. Reed will release three to four singles from each full-length album project. Revenue projections 
in the financial model are based upon the following estimates of "single" sales. 

 
Ocean 3 Singles 51,000 units per single release 
Beat 2 Singles 51,000 units per single release 
Wave 2 Singles 25,000 units per single release 
Light 3 Singles 25,000 units per single release 
Additional Reed profit centers will include distribution, video revenue, merchandise revenue and concert 
promotion revenue. Initially representing less than 5% of the company's revenues, the magnitude and scope of 
these areas will increase as Reed and its artists' reputations increase. 

Cost of Goods Sold is comprised of: artist/producer royalties, mechanical royalties and product manufacturing 
(CDS, cassettes). 

Artist/Producer Royalties will be paid from the gross revenue figure of $7.90 for CDS and $6.00 for cassettes. 
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On average, the artist and producer royalty percentage are 8% and 3% respectively. Royalties attributed to 
"singles" will vary depending on the volume of "singles" shipped. Recording artists and producers will 
accumulate and earn royalties for each unit sold after the project's break even point has been reached. 

Manufacturing of CDS and cassettes will be subcontracted. Applying discounts available with large quantity 
purchases, Reed will obtain a price of $1.10 per CD and $.90 per cassette. As unit totals increase, 
manufacturing costs are expected to drop 10-15%. 

General & Administrative Expenses 
It is management's intention to minimize G&A expenses in an effort to keep overhead expenses manageable. A 
full list of applicable expense items including associated monthly amounts is available upon request. 

Statement of Cash Flow 
Accounts Receivable - A/R are conservatively projected with 45% of A/R collections occurring in a 1-29 day 
period and the remaining 55% in a 90-120 day period. The majority of accounts receivable will be outstanding 
from the distribution company, which receives payment directly from retailers and will subsequently 
remunerate Reed. Because of the extended nature of A/R in the industry (typically 60 days), Reed will utilize 
A/R Financing to assist its cash position in the first twenty-seven months of operations. A 3.5% A/R financing 
fee is incorporated in the financial model. The size, strength and reliability of Reed distribution partners will 
provide a traditional financial institution or an A/R Factor with the proper security to create a working 
relationship for Reed's paper. 

Inventory - Inventory for album releases and upcoming product has been conservatively projected. Despite the 
fact that lead times for manufactured products are approximately two weeks, Reed's financial model calculates 
inventory purchases in the following manner: 30%-60 days prior to sale and 70% - 30 days prior to sale. The 
majority of the pre-recorded music product will be stored with the manufacturer and shipped directly to the 
distributor's fulfillment/distribution centers. A small amount of sample (1,000-2,000 units) and promotional 
products will be kept on hand at Reed corporate offices. 

Accounts Payable - For purposes of this financial model, A/P is separated into two categories: Manufacturing 
A/P, and Artist Royalty/Mechanical A/P. Adhering to the conservative approach, the model is constructed with 
Manufacturing A/P being paid in the same month that the expense is incurred. Artist Royalties will be 
accumulated and paid bi-annually, in August and February. 

Project Production Budgets - These vary depending on the genre of the project. Established relationships and 
affiliations in the industry enable Reed to produce its projects over a ninety-day period, for approximately half 
the typical cost paid by a major label record company. Projects produced through Ocean and Wave require 
$121,000, Light Recording's projects (Inspirational/Gospel) require $80,000 and Beat projects (Rap/Hip Hop) 
require $45,000. 

Marketing & Promotion Budgets - These vary depending on the particular genre of music. Projects produced 
and released from Ocean will be allocated approximately $781,000 while $390,000 will be slotted for Beat 
projects. Projects from both Wave and Light will utilize approximately $240,000. Marketing budgets will be 
expired through the course of twelve-month marketing campaigns. 

Balance Sheet 
The following assumptions are made in the projected Balance Sheets. 

Cash - The financial model is designed to portray the accumulation of cash in the company. Cash outlays 
relating to dividends on common/preferred stock, employee profit sharing, and capital expenses, etc., have 
been intentionally not included. Moreover, the plan does not address the tax implications of "holding" this 
amount of accumulated earnings. 
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Property & Equipment - Property and equipment acquisitions include initial office equipment, pre-production 
studio equipment and leasehold improvements (office/studio). For purposes of the financial plan, these assets 
depreciated over sixty months. 

Audio/Video Masters - Combined production expenses for all radio and video projects. These items are 
depreciated over the course of 120 months. 

Deposits - This line of the balance sheet relates to utilities deposits required for corporate offices. 

Copyrights & Trademarks - Included are the filing and legal fees associated with copyrights and trademarks 
for each of Reed's projects. These items are amortized over a 180-month period. 

Organizational Expenses - Legal, accounting and other professional fees necessary in organizational process. 
Amortized over 60 months. 

Investment Opportunity 
Reed is offering several simultaneous investment opportunities to cater to short and long-term investor needs 
and requirements. Reed seeks to keep the structure of the financing simple and flexible. Reed is incorporated 
with 10,000,000 shares of stock. The Board of Directors has authorized the issue of 4,000,000 shares of 
common stock, in addition to debentures for the first and second phases of the offering. 

Phase 1 of the Offering 
Phase 1 of the offering is composed of 500,000 shares of common stock and 500,000 debentures (12.5%). 
Phase 1 is a linked offering meaning that for each share of $1.00 common stock purchased, a $1.00 debenture 
must also be purchased. Reed possesses the right to re-purchase the debentures at $1.00 within a five-year 
period from allotment. Reed founders, Samson Rama, Nathan Reuben and Carl Lever will collectively own 
500,000 shares of common stock. 

Phase 2 of the Offering 
Once Phase 1 has been fully subscribed, Reed will issue 1,500,000 shares of common stock at $1.50. 
Additionally, 1,000,000 shares of $1.50 preferred stock will be available. The preferred shares will carry 13% 
dividend to be paid annually. The shares in the second phase will also be linked offering: two common shares 
linked together with one preferred share. Reed will hold the right to redeem the preferred shares from holders 
at $2.50. This action can take place within eight years from issuance. 

Warrants 
The founders will be issued warrants for: a) options for two million shares of common stock at $2.00/share 
within five years, b) an additional option for one million common shares will also be available at $5.00/share 
within eight years. 
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Projected Balance Sheet Yearly Totals 

Period Ending 
May 
1998 

Period Ending 
May 
1999 

Period Ending 
May 
2000 

Period Ending 
May 
2001 

Assets 
Current Assets 
Cash $1,987,987 $5,138,142 $11,239,591 $20,483,684 
Accounts Receivable $2,396,768 $3,229,601 $3,145,380 $3,867,681 
Inventory $674,983 $977,181 $889,733 $569,393 
Total Current Assets $5,059,739 $9,344,924 $15,274,703 $24,920,758 
Property and Equipment 
(net of accum. depreciation) $157,577 $133,747 $282,192 $178,138 
Other Assets 
Audio/Video Masters, net $633,767 $1,461,548 $2,106,610 $3,039,571 
Deposits $9,500 $9,500 $9,500 $9,500 
Patents/Copyrights, net $11,583 $21,769 $31,195 $41,420 
Organizational Expenses, net $21,600 $16,200 $10,800 $5,400 
Total Other Assets $676,450 $1,509,017 $2,158,104 $3,095,892 
Total Assets $5,893,766 $10,987,688 $17,715,000 $28,194,787 
Liabilities and Stockholders' Equity 
Current Liabilities 
Accounts Payable $761,185 $1,462,333 $1,886,200 $1,151,759 
Income Taxes Payable $136,029 $78,233 $220,455 $603,593 
Revolving line of credit $0 $0 $0 $0 
Current Portion of Long-Term $0 $0 $0 $0 
Total Current Liabilities $897,214 $1,540,567 $893,616 $1,755,351 
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Projected Balance Sheet Yearly Totals 
Long-Term Debt $0 $0 $0 $0 
Debentures $500,000 $500,000 $500,000 $0 
Total Liabilities $1,397,214 $2,040,567 $2,106,655 $1,755,351 
Stockholders' Equity 
Common Stock $2,750,000 $2,750,000 $2,750,000 $2,750,000 
Preferred Stock $1,500,000 $1,500,000 $1,500,000 $1,500,000 
Retained Earnings $246,552 $4,697,121 $11,358,345 $22,189,436 
Total Stockholders' Equity $4,496,552 $8,947,121 $15,608,345 $26,439,436 
Total Liabilities & $5,893,766 $10,987,688 $17,715,000 $28,194,787 
Stockholder's Equity 

Project Production Costs 
The following budget addresses all relevant costs involved with producing an album project. The entire 
process, pre-production through final mixing/mastering encompasses approximately 90 days. The following 
budget is written for a typical project for an R&B, Pop, or Jazz Album. Projects released through Light 
Recordings (Gospel) and Beat (Urban, Rap) are 66% and 40% of this total. 

 
Production Personnel Cost 
Recording 
Engineer $200.00 per/day 35 days $7,000.00 

Mix Engineer $535.71 per/day 15 days $8,035.65 
Production 
Administrator Salary built into income statement 

Project Assistant $71.42 per/day 35 days $2,500.00 
Producer Flat Rate, plus 2% of the project revenue $10,000.00 
Studio Expense 
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Studio Rental $650.00 per/day 40 days $26,000.00 
Travel/Lodging/Food 
(For Guest Artist & Production Personnel) 
Air Travel For guest performers & production person $4,000.00 
Lodging Furnished three bedroom apartment, see income statement 
Food Food for Apartment, Catering, Restaurant $1,200.00 
Vehicle Rental For transporting Artists and Computers. $500.00 
Artist 
Advance/Artist 
Wages 
Artist Advance $4,000 per/artist 3 artists $12,000.00 
Artist Wages $250 per/artist per/week 12 weeks $9,000.00 
Pre-Production 

Official 
Production 

For documenting computer, MIDI, recording and mix for 
recording daily activities in order to keep accurate records of 
time for the purpose of financial prudence and the keeping of the 
labor codes of the American Federation of Musicians and the 
American Federation of Television and Radio Artists. 

$300.00 

Studio Musicians/Studio Vocialist 

Session Musicians $200.00 per/musician 16 
musicians $3,200.00 

Featured Lead 
Vocalists $500.00 per/vocalist 2 vocalists $1,000.00 

Featured Lead 
Musicians $200.00 per/musician 2 

musicians $400.00 

Background 
Vocalists $500.00 per/vocalist 4 vocalists $2,000.00 

Tape Cost 
Ampex of Digital 
Master Tape $140.00 per/reel 4 reels $560.00 

Ampex Digital 
Audio Tape $30.00 box l box $30.00 

Pro-Audio 
Cassette Tape $60.00 box l box $60.00 

Ampex 2" Master 
Tape $150.00 per/reel 8 reels $1,200.00 

Ampex 1/2" 
Analog Tape $100.00 per/reel 16 reels $1,600.00 

Post Production 
Studio Fees for 
Mixing Materi $650.00 per/day 15 days $9,750.00 

Mastering $650.00 per/day 15 days $9,750.00 
Computer Rental flat rate $1,000.00 
Mastering 
Engineer $650.00 per/day 3 days $1,950.00 
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Artwork/Photos/CD Design 
Photos $3,500.00 
Artwork (Compact Disc Cover, Booklet, Disc) $4,500.00 
Preparatory Printing $750.00 
Total Project Cost $121,785.65 

 
Projected Statement of Cash Flow 
June 1997 - May 1998 

1 
Jun-97 

2 
Jul-97 

3 
Aug-97 

4 
Sept-97 

5 
Oct-97 

Cash, Beginning of the Period $0 $802,496 $1,857,074 $2,934,215 $3,619,305 
Net income (after taxes) ($63,630) ($70,923) ($85,303) ($98,495) ($232,859) 
Cash Flow from Operations 
Adjustments to reconcile net income to 
cash flow from operations: 
Depreciation and amortization $2,086 $3,967 $4,733 $5,750 $6,384 
(Increase in CA, Decrease in CA) 
Accounts receivable $0 $0 $0 $0 $0 
Inventory $0 $0 $0 ($8,337) ($38,667) 
Accounts payable $0 $0 $0 $0 $0 
Income taxes payable $0 $0 $0 $0 $0 
Revolving line of credit $0 $0 $0 $0 $0 
Total Cash Flow from Operations ($61,544) ($66,956) ($80,569) ($101,083) ($265,142) 
Cash Flow from Investing Activities 
Purchase of Equipment, Furniture ($97,470) ($97,470) $0 $0 $0 
Payments of Patent/Copyright Costs ($1,990) ($550) ($950) ($950) ($950) 
Payment of Production Costs $0 ($30,446) ($91,339) ($121,339) ($75,446) 
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Projected Statement of Cash Flow 
June 1997 - May 1998 
Payment of Long-term Deposits ($9,500) $0 $0 $0 $0 
Payments of Organizational Costs ($27,000) $0 $0 $0 $0 
Total Cash Flow from Investing Activities ($135,960) ($128,466) ($92,289) ($122,289) ($76,396) 
Cash Flow from Financing Activities 
Borrowings on long-term debts $0 $0 $0 $0 $0 
Payments on long-term debts $0 $0 $0 $0 $0 
Repayment of Line of Credit $0 $0 $0 $0 $0 
Sales of common stock $500,000 $750,000 $750,000 $750,000 $0 
Sales of preferred stock $0 $500,000 $500,000 $500,000 $0 
Sales of Debentures $500,000 $0 $0 $0 $0 
Purchase of Debentures $0 $0 $0 $0 $0 
Payment of Dividends $0 $0 $0 $0 $0 
Total Cash Flow from Fin. Activities $1,000,000 $1,250,000 $1,250,000 $1,250,000 $0 
Net Cash Flow $802,496 $1,054,578 $1,077,142 $1,026,628 ($341,538) 
Cash, End of the Period $802,496 $1,857,074 $2,934,215 $3,960,843 $3,619,305 

 
6 
Nov-97 

7 
Dec-97 

8 
Jan-98 

9 
Feb-98 

10 
Mar-98 

11 
Apr-98 

12 
May-98 

$3,619,305 $3,285,244 $2,948,452 $2,682,118 $2,148,248 $2,210,374 $1,831,532 
($215,715) ($123,974) $151,672 ($109,897) $662,159 ($224,325) $657,841 
$6,514 $6,773 $7,286 $7,545 $7,800 $8,434 $9,325 
($48,755) ($91,151) ($361,997) ($185,482) ($665,729) $2,693 ($1,046,346) 
($69,019) ($113,617) ($67,269) ($165,973) ($48,769) ($218,169) $54,835 
$8,865 $16,573 $65,818 ($48,667) $137,615 $128,922 $452,060 
$0 $0 $0 $0 $0 $0 $136,029 
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6 
Nov-97 

7 
Dec-97 

8 
Jan-98 

9 
Feb-98 

10 
Mar-98 

11 
Apr-98 

12 
May-98 

$0 $0 $0 $0 $0 $0 $0 
($318,110) ($305,396) ($204,491) ($502,474) $93,076 ($302,445) $263,745 
$0 $0 $0 $0 $0 $0 $0 
($950) ($950) ($950) ($950) ($950) ($950) ($950) 
($15,000) ($30,446) ($60,893) ($30,446) ($30,000) ($75,446) ($106,339) 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
($15,950) ($31,396) ($61,843) ($31,396) ($30,950) ($76,396) ($107,289) 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
($334,060) ($336,793) ($266,334) ($533,870) $62,126 ($378,841) $156,455 
$3,285,244 $2,948,452 $2,682,118 $2,148,248 $2,210,374 $1,831,532 $1,987,987 

 
Projected Statement of Cash Flow 
June 1997 - May 1998 

13 
Jun-98 

14 
Jul-98 

15 
Aug-98 

16 
Sep-98 

17 
Oct-98 

Cash, Beginning of the Period $1,987,987 $1,618,118 $2,70,721 $711,641 $1,435,300 
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Projected Statement of Cash Flow 
June 1997 - May 1998 
Net income (after taxes) ($328,263) $981,079 ($216,376) $1,069,974 $30,328 
Cash Flow from Operations 
Adjustments to reconcile net income to 
cash flows from operations 
Depreciation and amortization $10,092 $10,351 $10,661 $11,579 $12,699 
(Increase in CA, Decrease in CA) 
Accounts receivable $345,096 ($1,435,987) $732,786 ($1,576,755) $1,023,163 
Inventory ($294,646) $142,692 ($308,813) $209,769 ($187,373) 
Accounts payable $126,169 $625,691 ($1,379,677) $648,699 $269,690 
Income taxes payable ($136,029) $360,174 ($360,174) $470,950 ($454,218) 
Revolving line of credit $0 $0 $0 $0 $0 
Total Cash Flow from Operations ($277,580) $684,000 ($1,521,594) $834,216 $694,290 
Cash Flow from Investing Activities 
Purchase of Equipment, Furniture $0 $0 $0 $0 $0 
Payment of Patent/Copyright Costs ($950) ($950) ($950) ($950) ($950) 
Payment of Production Costs ($91,339) ($30,446) ($36,536) ($109,607) ($133,721) 
Payment of Long-term Deposits $0 $0 $0 $0 $0 
Payment of Organizational Costs $0 $0 $0 $0 $0 
Total Cash Flow from Investing ($92,289) ($31,396) ($37,486) ($110,557) ($134,671) 
Cash Flow from Financing Activities 
Borrowings on long-term debt $0 $0 $0 $0 $0 
Payments on long-term debts $0 $0 $0 $0 $0 
Repayment of Line of Credit $0 $0 $0 $0 $0 
Sales of common stock $0 $0 $0 $0 $0 
Sales of preferred stock $0 $0 $0 $0 $0 
Sales of Debentures $0 $0 $0 $0 $0 
Purchase of Debentures $0 $0 $0 $0 $0 
Payment of Dividends 
Total Cash Flow from Financing $0 $0 $0 $0 $0 
Net Cash Flow ($369,870) $652,603 ($1,559,080) $723,659 $559,620 
Cash, End of the Period $1,618,118 $2,270,721 $711,641 $1,435,300 $1,994,920 
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18 
Nov-98 

19 
Dec-98 

20 
Jan-99 

21 
Feb-99 

22 
Mar-99 

23 
Apr-99 

24 
May-99 

$1,994,920 $2,826,565 $3,947,113 $4,652,579 $3,193,219 $3,803,378 $5,002,597 
$865,500 $231,218 $591,101 $220,359 $347,179 $516,672 $141,798 
$13,753 $14,503 $14,917 $15,048 $15,261 $16,001 $17,528 
($1,278,928) $1,057,687 ($704,516) $782,951 ($179,360) $222,687 $178,342 
$194,564 ($79,398) $95,476 ($6,800) ($24,752) $48,356 ($91,275) 
$694,297 $328,277 $559,994 ($2,250,420) $407,810 $391,011 $279,607 
$460,784 ($349,949) $198,556 ($204,548) $69,970 $93,513 ($206,827) 
$0 $0 $0 $0 $0 $0 $0 
$949,971 $1,202,339 $755,530 ($1,443,410) $636,109 $1,288,240 $319,173 
($8,500) ($8,500) $0 $0 $0 $0 $0 
($950) ($950) ($950) ($950) ($950) ($950) ($950) 
($108,876) ($72,341) ($49,114) ($15,000) ($25,000) ($88,071) ($182,678) 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$118,326) ($81,791) ($50,064) ($15,950) ($25,950) ($89,021) ($183,628) 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$831,645 $1,120,548 $705,467 ($1,459,360) $610,159 $1,199,219 $135,545 
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18 
Nov-98 

19 
Dec-98 

20 
Jan-99 

21 
Feb-99 

22 
Mar-99 

23 
Apr-99 

24 
May-99 

$2,826,565 $3,947,113 $4,652,579 $3,193,219 $3,803,378 $5,002,597 $5,138,142 

 
Projected Statement of Cash Flow 
June 1997 - May 1998 

25 
Jun-99 

26 
Jul-99 

27 
Aug-99 

28 
Sep-99 

29 
Oct-99 

Cash, Beginning of the Period $5,138,142 $6,202,688 $6,508,931 $5,272,050 $6,216,550 
Net income (after taxes) $636,145 $84,163 $642,323 $111,991 $796,738 
Cash Flow from Operations 
Adjustments to reconcile net income to 
cash flows from operations 
Depreciation and amortization $19,056 $19,974 $20,284 $23,345 $25,843 
(Increase) in CA, Decrease in CA 
Accounts receivable ($311,723) $514,486 ($575,843) $1,050,297 ($1,650,357) 
Inventory $97,564 ($118,305) $87,470 ($133,249) $163,433 
Accounts payable $534,388 $221,024 ($1,681,580) $295,661 $622,580 
Income taxes payable $272,743 ($304,542) $307,950 ($292,597) $377,791 
Revolving line of credit $0 $0 $0 $0 $0 
Total Cash Flow from Operations $1,248,175 $416,800 ($1,199.35) $1,055,449 $336,028 
Cash Flow from Investing Activities 
Purchase of Equipment, Furniture $0 $0 $0 ($110,000) ($125,000) 
Payment of Patent/Copyright Costs ($950) ($950) ($950) ($950) ($950) 
Payment of Production Costs ($182,678) ($109,607) ($36,536) $0 ($49,114) 
Payment of Long-term Deposits $0 $0 $0 $0 $0 
Payment of Organizational Costs $0 $0 $0 $0 $0 
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Projected Statement of Cash Flow 
June 1997 - May 1998 
Total Cash Flow from Investing ($183,628) ($110,557) ($37,486) ($110,950) ($175,064) 
Cash Flow from Financing Activities 
Borrowings on long-term debt $0 $0 $0 $0 $0 
Payments on long-term debts $0 $0 $0 $0 $0 
Repayment of Line of Credit $0 $0 $0 $0 $0 
Sales of common stock $0 $0 $0 $0 $0 
Sales of Debentures $0 $0 $0 $0 $0 
Purchase of Debentures $0 $0 $0 $0 $0 
Payment of Dividends 
Total Cash Flow from Financing $0 $0 $0 $0 $0 
Net Cash Flow $1,064,546 $306,243 ($1,236,881) $944,499 $160,964 
Cash, End of the Period $6,202,688 $6,508,931 $5,272,050 $6,216,550 $6,377,514 

 
30 
Nov-99 

31 
Dec-99 

32 
Jan-00 

33 
Feb-00 

34 
Mar-00 

35 
Apr-00 

36 
May-00 

$6,377,514 $7,257,672 $7,534,401 $8,850,436 $7,053,725 $6,002,875 $6,893,892 
$174,121 $203,274 $356,689 $2,562,576 $516,723 $176,905 $399,575 
$26,784 $27,517 $27,724 $28,033 $28,648 $29,262 $29,876 
$735,826 $65,110 $864,462 ($4,280,337) ($960,237) $808,793 $3,823,744 
$26,027 ($226,762) ($391,526) $510,087 $90,460 ($91,334) $73,583 
$374,204 $279,794 $399,107 ($1,796,625) $476,325 $228,898 $470,089 
($343,513) $16,084 $84,643 $1,217,041 ($1,128,747) ($187,486) $122,853 
$0 $0 $0 $0 $0 $0 $0 
$993,449 $365,019 $1,341,099 ($1,759,225) ($976,828) $965,039 $4,919,720 
$0 $0 $0 $0 $0 $0 $0 
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30 
Nov-99 

31 
Dec-99 

32 
Jan-00 

33 
Feb-00 

34 
Mar-00 

35 
Apr-00 

36 
May-00 

($950) ($950) ($950) ($950) ($950) ($950) ($950) 
($112,341) ($87,341) ($24,114) ($36,536) ($73,071) ($73,071) ($73,071) 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
($113,291) ($88,291) ($25,064) ($37,486) ($74,021) ($74,021) ($74,021) 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 ($500,000) 
$0 $0 $0 $0 $0 $0 ($500,000) 
$880,158 $276,728 $1,316,035 ($1,796,711) ($1,050,850) $891,017 $4,345,698 
$7,257,672 $7,534,401 $8,850,436 $7,053,725 $6,002,875 $6,893,892 $11,239,591 

 
Projected Balance Sheets 
June 1998 - May 1999 

13 
Jun-98 

14 
Jul-98 

15 
Aug-98 

16 
Sep-98 

17 
Oct-98 

Current Assets 
Cash $1,618,118 $2,270,721 $711,641 $1,435,300 $1,994,920 
Accounts Receivable $2,051,672 $3,487,659 $2,754,873 $4,331,628 $3,308,465 
Inventory $969,629 $826,938 $1,135,751 $925,982 $1,113,355 
Total Current Assets $4,639,419 $6,585,318 $4,602,265 $6,692,910 $6,416,739 
Property and Equipment 
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Projected Balance Sheets 
June 1998 - May 1999 
(net of accumulated depreciation) $154,328 $151,079 $147,830 $144,581 $141,332 
Other Assets 
Audio/Video Masters, net $718,785 $742,657 $772,314 $874,129 $998,943 
Deposits $9,500 $9,500 $9,500 $9,500 $9,500 
Patents/Copyrights, net $12,461 $13,334 $14,201 $15,063 $15,920 
Organizational Expenses, net $21,150 $20,700 $20,250 $19,800 $19,350 
Total Other Assets $761,897 $786,191 $816,265 $918,492 $1,043,713 
Total Assets $5,555,643 $7,522,587 $5,566,359 $7,755,983 $7,601,784 
Liabilities and Stockholders' Equity 
Current Liabilities 
Accounts Payable $887,354 $1,513,045 $133,368 $782,067 $1,051,757 
Income Taxes Payable $0 $360,174 $0 $470,950 $16,733 
Revolving line of credit $0 $0 $0 $0 
Current Portion of Long-Term D $0 $0 $0 $0 
Total Current Liabilities $887,354 $1,873,219 $133,368 $1,253,017 $1,068,490 
Long-Term Debt $0 $0 $0 $0 
Debentures $500,000 $500,000 $500,000 $500,000 $500,000 
Total Liabilities $1,387,354 $2,373,219 $633,368 $1,753,017 $1,568,490 
Stockholders' Equity 
Common Stock $2,750,000 $2,750,000 $2,750,000 $2,750,000 $2,750,000 
Preferred Stock $1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 
Retained Earnings ($81,710) $899,368 $682,992 $1,752,966 $1,783,294 
Less: Dividends Paid 
Retained Earnings, end 
Total Stockholders' Equity $4,168,290 $5,149,368 $4,932,992 $6,002,966 $6,033,294 
Total Liabilities & 
Stockholders' Equity $5,555,643 $7,522,587 $5,566,359 $7,755,983 $7,601,784 
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18 
Nov-98 

19 
Dec-98 

20 
Jan-99 

21 
Feb-99 

22 
Mar-99 

23 
Apr-99 

24 
May-99 

$2,826,565 $3,947,113 $4,652,579 $3,193,219 $3,803,378 $5,002,597 $5,138,142 
$4,587,392 $3,529,705 $4,234,221 $3,451,270 $3,630,630 $3,407,943 $3,229,601 
$918,790 $998,188 $902,711 $909,511 $934,263 $885,906 $977,181 
$8,332,748 $8,475,006 $9,789,512 $7,554,000 $8,368,271 $9,296,447 $9,344,924 
$146,441 $151,409 $147,876 $144,344 $140,812 $137,279 $133,747 
$1,098,006 $1,159,930 $1,198,217 $1,202,266 $1,216,107 $1,292,285 $1,461,548 
$9,500 $9,500 $9,500 $9,500 $9,500 $9,500 $9,500 
$16,771 $17,617 $18,458 $19,294 $20,124 $20,949 $21,769 
$18,900 $18,450 $18,000 $17,550 $17,100 $16,650 $16,200 
$1,143,177 $1,205,497 $1,244,175 $1,248,610 $1,262,831 $1,339,384 $1,509,017 
$9,622,365 $9,831,911 $11,181,563 $8,946,954 $9,771,914 $10,773,110 $10,987,688 
$1,746,054 $2,074,331 $2,634,325 $383,905 $791,715 $1,182,726 $1,462,333 
$477,517 $127,568 $326,125 $121,577 $191,547 $285,060 $78,233 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$2,223,571 $2,201,900 $2,960,450 $505,482 $983,263 $1,467,787 $1,540,567 
$0 $0 $0 $0 $0 $0 $0 
$500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 
$2,723,571 $2,701,900 $3,460,450 $1,005,482 $1,483,263 $1,967,787 $2,040,567 
$2,750,000 $2,750,000 $2,750,000 $2,750,000 $2,750,000 $2,750,000 $2,750,000 
$1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 
$2,648,794 $2,880,012 $3,471,113 $3,691,472 $4,038,651 $4,555,323 $4,697,121 
$6,898,794 $7,130,012 $7,721,113 $7,941,472 $8,288,651 $8,805,323 $8,947,121 
$9,622,363 $9,831,911 $11,181,563 $8,946,954 $9,771,914 $10,773,110 $10,987,688 
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Projected Balance Sheet 
June 1998 - May 1999 

1 
Jun-97 

2 
Jul-97 

3 
Aug-97 

4 
Sep-97 

5 
Oct-97 

Current Assets 
Cash $802,496 $1,857,074 $2,934,215 $3,960,843 $3,619,305 
Accounts Receivable $0 $0 $0 $0 $0 
Inventory $0 $0 $0 $8,337 $47,004 
Total Current Assets $802,496 $1,857,074 $2,934,215 $3,969,181 $3,666,309 
Property and Equipment 
(net of accumulated depreciation) $95,846 $190,067 $186,818 $183,569 $180,320 
Other Assets 
Audio/Video Masters, net $0 $30,193 $120,517 $239,830 $312,622 
Deposits $9,500 $9,500 $9,500 $9,500 $9,500 
Patents/Copyrights, net $1,979 $2,515 $3,445 $4,371 $5,291 
Organizational Expenses, net $26,550 $26,100 $25,650 $25,200 $24,750 
Total Other Assets $38,029 $68,308 $159,112 $278,901 $352,163 
Total Assets $936,370 $2,115,448 $3,280,145 $4,431,650 $4,198,791 
Liabilities and Stockholders' Equity 
Current Liabilities 
Accounts Payable $0 $0 $0 $0 $0 
Income Taxes Payable $0 $0 $0 $0 $0 
Revolving line of credit $0 $0 $0 $0 $0 
Current Portion of Long-Term D $0 $0 $0 $0 $0 
Total Current Liabilities $0 $0 $0 $0 $0 
Long-Term Debt $0 $0 $0 $0 $0 
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Projected Balance Sheet 
June 1998 - May 1999 
Debentures $500,000 $500,000 $500,000 $500,000 $500,000 
Total Liabilities $500,000 $500,000 $500,000 $500,000 $500,000 
Stockholders' Equity 
Common Stock $500,000 $1,250,000 $2,000,000 $2,750,000 $2,750,000 
Preferred Stock $0 $500,000 $1,000,000 $1,500,000 $1,500,000 
Retained Earnings ($63,630) ($134,552) ($219,855) ($318,350) ($551,209) 
Less: Dividends Paid 
Retained Earnings, end 
Total Sotckholders' Equity $436,370 $1,615,448 $2,780,145 $3,931,650 $3,698,791 
Total Liabilities & 
Stockholders' Equity $936,370 $2,115,448 $3,280,145 $4,431,650 $4,198,791 

 
6 
Nov-97 

7 
Dec-97 

8 
Jan-98 

9 
Feb-98 

10 
Mar-98 

11 
Apr-98 

12 
May-98 

$3,285,244 $2,948,452 $1,682,118 $2,148,248 $2,210,374 $1,831,532 $1,987,987 
$48,755 $139,906 $501,904 $687,385 $1,353,115 $1,350,422 $2,396,768 
$116,023 $229,640 $296,908 $462,881 $511,650 $729,819 $674,983 
$3,450,023 $3,317,998 $3,480,930 $3,298,514 $4,075,138 $3,911,773 $5,059,739 
$177,071 $173,822 $170,573 $167,324 $164,075 $160,826 $157,577 
$324,842 $352,255 $409,607 $436,259 $462,214 $532,987 $633,767 
$9,500 $9,500 $9,500 $9,500 $9,500 $9,500 $9,500 
$6,206 $7,115 $8,019 $8,918 $9,812 $10,700 $11,583 
$24,300 $23,850 $23,400 $22,950 $22,500 $22,050 $21,600 
$364,848 $392,720 $450,526 $477,627 $504,026 $575,237 $676,450 
$3,991,941 $3,884,539 $4,102,029 $3,943,465 $4,743,239 $4,647,836 $5,893,766 
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6 
Nov-97 

7 
Dec-97 

8 
Jan-98 

9 
Feb-98 

10 
Mar-98 

11 
Apr-98 

12 
May-98 

$8,865 $25,437 $91,255 $42,589 $180,203 $309,125 $761,185 
$0 $0 $0 $0 $0 $0 $136,029 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$8,865 $25,437 $91,255 $42,589 $180,203 $309,125 $897,214 
$0 $0 $0 $0 $0 $0 $0 
$500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 
$508,865 $525,437 $591,255 $542,589 $680,203 $809,125 $1,397,214 
$2,750,000 $2,750,000 $2,750,000 $2,750,000 $2,750,000 $2,750,000 $2,750,000 
$1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 $1,500,000 
($766,924) ($890,898) ($739,226) ($849,124) ($186,964) ($411,289) $246,552 
$3,483,076 $3,359,102 $3,510,774 $3,400,876 $4,063,036 $3,838,711 $4,496,552 
$3,991,941 $3,884,539 $4,102,029 $3,943,465 $4,743,239 $4,647,836 $5,893,766 

Breakeven/Profit Analysis 
The following calculations determine the breakeven point in units given the projected production, and 
marketing expenses. Cost of Goods Sold includes compact dist/cassette manufacturing (including printing), 
artist/producer royalty. Artist/Producer royalties are calculated for only the unit sales occuring after the 
breakeven point has been surpassed. 

 

Ocean (R&B, Pop, Dance) Wave (Jazz, New Adult 
Contemporary) 

Total Production Cost $121,786.00 Total Production Cost $121,786.00 
Total Marketing & Promotion 
Cost $749,000.00 Total Marketing & Promotion Cost $249,642.00 

Total Production/Marketing Cost $870,786.00 Total Production/Marketing Cost $371,427.00 
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Ocean (R&B, Pop, Dance) Wave (Jazz, New Adult 
Contemporary) 

Sales Revenue, unit $8.75 Sales Revenue, unit $8.75 
Manufacturing Expense, unit $1.10 Manufacturing Expense, unit $1.10 
Revenue less manufacturing $7.65 Revenue less manufacturing $7.65 
Artist/Producer Royalty, 11% Artist/Producer Royalty, 11% 
Mechanical Royalty $0.77 Mechanical Royalty $0.77 
Income per unit $6.89 Income per unit $6.89 
Breakeven Point, units $126,476.00 Breakeven Point, units $53,947.00 
Ocean Wave 
Scenario A, projected units sale $100,000.00 Scenario A, projected units sale $50,000.00 
Revenue $875,000.00 Revenue $437,500.00 
Manufacturing $110,000.00 Manufacturing $55,000.00 
Artist/Producer Royalty Artist/Producer Royalty 
Mechanicals $76,500.00 Mechanicals $38,250.00 
Gross Margin $688,500.00 Gross Margin $344,250.00 
Production & Promotion Costs $870,786.00 Production & Promotion Costs $371,427.00 
Income (Loss) ($182,286.00) Income (Loss) ($27,177.00) 
Ocean Wave 
Scenario B, projected unit sale $250,000.00 Scenario B, projected unit sale $125,000.00 
Revenue $2,187,500.00 Revenue $$1,093,750.00 
Manufacturing $275,000.00 Manufacturing $137,500.00 
Artist/Producer Royalty Artist/Producer Royalty 
Mechanicals $191,250.00 Mechanicals $95,625.00 
Gross Margin $1,721,250.00 Gross Margin $860,625.00 
Production & Promotion Costs $870,786.00 Production & Promotion Costs $371,427.00 
Income (Loss) $850,464.00 Income (Loss) $489,198.00 
Ocean Wave 
Scenario C, projected units sale $750,000.00 Scenario C, projected units sale $495,000.00 
Revenue $6,562,500.00 Revenue 
Manufacturing $825,000.00 Manufacturing $544,500.00 
Artist/Producer Royalty Artist/Producer Royalty 
Mechanicals $573,750.00 Mechanicals $378,675.00 
Gross Margin $5,163,750.00 Gross Margin $3,408,075.00 
Production & Promotion Costs $870,786.00 Production & Promotion Costs $371,427.00 
Income (Loss) $4,292,964.00 Income (Loss) $3,036,648.00 
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Beat (Urban, Rap, Hip Hop) Light Recordings (Inspirational, 
Gospel) 

Total Production Cost $45,000.00 Total Production Cost $80,379.00 
Total Marketing & Promotion Cost $374,500.00 Total Marketing & Promotion Cost $249,642.00 
Total Production/Marketing Cost $419,500.00 Total Production/Marketing Cost $330,020.00 
Sales Revenue, unit $8.75 Sales Revenue, unit $8.75 
Manufacturing Expense, unit $1.10 Manufacturing Expense, unit $1.10 
Revenue less manufacturing $7.65 Revenue less manufacturing $7.65 
Artist/Producer Royalty, 11% Artist/Producer Royalty, 11% 
Mechanical Royalty $0.77 Mechanical Royalty $0.77 
Income per unit $6.89 Income per unit $6.89 
Breakeven Point, units $60,930.00 Breakeven Point, units $47,933.00 
Beat Light Recordings 
Sceanrio A, projected units sale $100,000.00 Scenario A, projected units $50,000.00 
Revenue $875,000.00 Revenue $437,500.00 
Manufacturing $110,000.00 Manufacturing $55,000.00 
Artist/Producer Royalty Artist/Producer Royalty 
Mechanicals $76,500.00 Mechanicals $38,250.00 
Gross Margin $688,500.00 Gross Margin $344,250.00 
Production & Promotion Costs $419,500.00 Production & Promotion Costs $330,020.00 
Income (Loss) $269,000.00 Income (Loss) $14,230.00 
Beat Light Recordings 
Scenario B, projected unit sale $250,000.00 Scenario B, projected unit sale $125,000.00 
Revenue Revenue $2,187,500.00 
Manufacturing $110,000.00 Manufacturing $55,000.00 
Artist/Producer Royalty Artist/Producer Royalty 
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Beat (Urban, Rap, Hip Hop) Light Recordings (Inspirational, 
Gospel) 

Mechanicals $191,250.00 Mechanicals $191,250.00 
Gross Margin $1,886,250.00 Gross Margin $1,941,250.00 
Production & Promotion Costs $419,500.00 Production & Promotion Costs $330,020.00 
Income (Loss) $1,466,750.00 Income (Loss) $1,611,30.00 
Beat Light Recordings 
Scenario C, projected units sale $750,000.00 Scenario C, projected units sale $495,000.00 
Revenue Revenue $4,331,250.00 
Manufacturing $825,000.00 Manufacturing $544,500.00 
Artist/Producer Royalty Artist/Producer Royalty 
Mechanicals $573,750.00 Mechanicals $573,750.00 
Gross Margin Gross Margin $3,213,000.00 
Production & Promotion Costs $419,500.00 Production & Promotion Costs $330,020.00 
Income (Loss) $4,744,250.00 Income (Loss) $2,882,980.00 

Use of Funds Statement 
The following list describes the initial equipment necessary to begin initial operations. The section 

 
A. Office Setup $69,390 
B. Pre-Production Equipment $125,550 
C. Leasehold Improvements $18,000 
D. Deposits $9,500 
Total $222,440 
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Initial Office Setup 
10 Desks @ 350 $3,500 
10 Chairs @ 100 $1,000 
3 Coffee Tables @ 250 $750 
15 Lamps @ 60 $900 
6 Small Tables @ 75 $1,125 
1 Interior Decoration @ 4,000 $4,000 
1 Conference Table @ 960 $960 
8 Conference Chairs @ 120 $960 
8 Filing Cabinets @ 150 $1,200 
2 Fax Machine @ 455 $910 
1 Refrigerator (small) @ 500 $500 
1 Initial Office Supplies @ 500 $500 
6 Office Computers (PGs) @ 1,500 $9,000 
4 Portable Computers @ 2,700 $10,800 
1 Apple Mac Computer, graph @ 3,500 $3,500 
6 Monitors @ 550 $3,300 
1 Graphics Monitor @ 1,100 $1,100 
3 Laser Printers @ 800 $2,400 
2 Scanner @ 1,000 $2,000 
1 Network Adapter @ 350 $500 
1 Software @ 2,200 $2,200 
1 Computer Peripherals @ 1,000 $1,000 
3 CD Player @ 200 $600 
3 Portable CD Player @ 150 $450 
1 DAT player @ 800 $800 
2 Portable DAT player @ 800 $1,600 
3 Speakers (pair) @ 300 $900 
3 Deck @ 325 $975 
3 Amplifier/Equalizer @ 320 $960 
2 VCR @ 200 $400 
3 Television @ 550 $1,650 
3 VCR @ 200 $600 
2 Audio/Video Furniture @ 425 $850 
1 Telephone System @ 8,500 $7,500 
Total Initial Office Setup $69,390 
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Pre-Production Equipment for Pre-Production Studio 
2 Akai MPC 60 
2 Akai Sampler S1100 or S3200 
2 AKG 414 Microphone 
6 Alesis ADATS XT 
2 Alesis D-4 
2 Alesis DM-5 
2 Alesis S4 
2 Calzone Racks w/wheels 
4 Chairs 
2 Crown Power Amp 
2 E-MU Procussion 
2 E-MU Protius 
2 Korg MR-3 
2 Korg T2 
2 Korg Wave Station 
2 Korg XBR 
2 Kurzweil K2000 
2 Laser Printer 
2 Macintosh Computer 
2 Mackie 56 Channel 
2 Midi Time Piece 
2 Moog-Mini Moog 
2 Noiman 47 Microphone 
2 Panasonic DAT 
2 Personal Computer (IBM Compatible) 
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Pre-Production Equipment for Pre-Production Studio 
2 Roland 1080 
2 Roland 1090 
2 Sofa 
2 Sound Canvases 
2 Studio Pro 5 
2 Tascam Cassette Deck 
2 Viantage Keys 
2 Westlake Monitors 
2 Yamaha TX-81-2 
240 1/4" jacks 
40 Mis. Midi Cords 
Total Pre-Production Equipment $125,550 

 
Leasehold Improvements 
1 Office Leasehold Improvements $8,000 
1 Studio Leasehold Improvements $10,000 
Total Leasehold Improvements $18,000 

 
Deposits 
1 Office Lease @ 4,500 $4,500 
1 Utilities @ 2,500 $2,500 
1 Phone @ 2,500 $2,500 
Total Initial Deposits $9,500 

Источник бизнес-плана: http://www.referenceforbusiness.com

http://www.openbusiness.ru/
http://www.referenceforbusiness.com/business-plans/Business-Plans-Volume-04/Record-Company.html
http://www.live-and-learn.ru/
http://www.1000ideas.ru/

	Record Company 
	MISSION STATEMENT 
	EXECUTIVE SUMMARY 
	COMPANY DESCRIPTION 
	Introduction 
	REC's Personnel 
	Reed Music 
	Recording the Music 
	Manufacturing & Distributing 
	Marketing & Promotion 
	Reed Video 
	Broadcast Music Videos 
	Reed Ancillary 
	Distribution 
	Merchandising 
	Concert Promotion 

	INDUSTRY ANALYSIS 
	Independent Labels 
	Industry Sales Volume in the U.S. 

	MARKETING & PROMOTION 
	Marketing Goals & Objectives 
	Marketing/Promotion Strategy 
	Radio Promotion 
	Independent Promoters 
	Broadcast Music Videos 
	Marketing & Promotion 

	Touring/Promotional Appearances 
	Dance Club Promotion 
	Public Relations 
	Print Advertising 
	Community Outreach 
	Art Direction 
	Retailer/Co-op Advertising 
	Alternate Distribution Outlets 
	Motion Picture Tie-ins 
	The Internet 
	Mailings, Telephone Follow-Ups 
	Marketing Summary 

	THE MANAGEMENT TEAM 
	Goals & Objectives 
	Samson Rama - Chairman/President 
	Carl Lever - Chief Operating/Financial Officer 
	Clayton Gorman - Senior Vice President (Ocean) 
	Todd Richard - Senior Vice President (Light) 
	Manley Cont - Senior Vice President (Wave) 
	Reed Music Operations 
	Marketing/Sales 
	Product Management 
	Publicity 
	Promotion 
	Artist Relations 
	Artist & Repertoire 
	Artist & Repertoire Administration/Production Coordinator 
	Creative Services 


	THE FINANCIAL PLAN 
	Financial Goals & Objectives 
	Financial Rationale 
	Income Statement 
	Sales Revenue 
	General & Administrative Expenses 

	Statement of Cash Flow 
	Balance Sheet 
	Investment Opportunity 
	Phase 1 of the Offering 
	Phase 2 of the Offering 
	Warrants 

	Project Production Costs 
	Breakeven/Profit Analysis 
	Use of Funds Statement 




