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RacingShares.Com
Financial Pro-Forma Assumptions:
Revenues

Explanations of revenues below are specifically referenced to the “Revenues” worksheet of the “MediaShares_$3mm_Budget.xls.” 

All of MediaShares’ earnings come from, and through, our Licensee Companies. We will own varying percentages of each Licensee Company, based on the negotiations we undertake with each intellectual property owner. The “Revenues” worksheet is based on earnings from just two types of Licensee Companies – Film Projects through CinemaShares.com and NASCAR Team Projects through RacingShares.com. Sometime during the first three years of operation, management fully expects to use our patented business method to also begin offerings in other related entertainment-based Licensee Companies. Some of these additional businesses would most likely include:

MusicShares.com – Financing music production from known and upcoming artists

DerbyShares.com – Financing Purebred Race Horses

BroadwayShares.com – Financing Broadway Shows

CelebrityShares.com – Financing the careers of “American Idol-type” upcoming talent

Our Business Method will work well with any entertainment venture that has some or all of the following elements:

1- A large, enthusiastic fan base that can be accessed via the Internet.

2- Distributed media that can be offered as a dividend for a purchased share.

3- A venture that is fun to watch as it is being created, or as it progresses - such as a movie, a NASCAR racing season, a music production, a Broadway show, etc.

Although these additional businesses are not included in our revenue projections, MediaShares management anticipates that some of these new ventures would likely occur during the first three years of operation and would consequently add additional revenues to our bottom line, and management feels the earnings from these other businesses would be considerable. 
Our Licensee Companies will produce revenues that we will share in, before, and after, each company’s Initial Public Offering, that generally occurs during the last few months of their first year of operation. First year revenues that occur before each Licensee Company’s IPO are called “Revenues” as shown in line items 11 through 29. By example, second year earnings from Licensee Companies are referred to in this document in line items 34 through 44 as “Dividends,” as MediaShares actual earnings are then calculated on a percentage of the stock we would own in each publicly traded company.

Although MediaShares will eventually receive many different revenue streams from many different types of Licensee Companies, the revenues we expect to receive from our first two types of Licensee Companies (IPO Film Projects and IPO RacingShares.com Projects  – color coded in “Revenues” Worksheet) are broken into four main categories: 

1-License Fees. Immediately upon receipt of the proceeds of its public offering, each Licensee Company will pay to MediaShares a flat fee of $500,000 for the use of our Patented Business Method. This License Fee is a one-time payment for the life of the IPO. 

Examples: As shown in line items 10 and 11 on the “Revenues” page, first year License Fee revenues are expected from the creation of two publicly traded companies; IPO Film Project #1 and IPO Film Project # 2, with each company owning specific rights (usually, and as in this case, all rights), to a motion picture property. Similarly, in line items 17 and 18, revenues are expected from the creation of two additional publicly traded companies, IPO RacingShares.com Project #1 and IPO RacingShares.com Project #2, with each company owning a separate NASCAR Race Team and all revenues therefrom. These companies would license the Patented and Patent-Pending Business Methods proprietary to MediaShares, and this brings to 4, the total number of Licensee Companies going public during their first year of operation.
1- For specific License Fee income in year 1 see line items, I10 and K11, for IPO Film Projects #1 and # 2, and line items J17 and L18 for IPO RacingShares.com Projects #1 and #2, for a total of $2,000,000 in first year License Fees (N13 + N20). In year 2, see line items E48, G49, I50, K51, for IPO Film Projects #3, #4, #5, and # 6, and line items J57, K58, L59, and M60 for IPO RacingShares.com Projects #3, #4, #5, and # 6, for a total of $4,000,000 in second year License Fees (N53+N62). These projected License Fee revenues from only two types of Licensee companies increase to $18,000,000 in year 5.

2-Service Fees. Similar to the McDonald’s Franchise Agreement, wherein McDonald’s Franchises must buy all their food products from their parent company, MediaShares Licensee Companies will be required to purchase certain Internet and production services exclusively from us. Management expects to earn considerable revenues from each Licensee Company for providing Internet-related services such as streaming video creation and delivery, film production of behind-the-scenes movie making, filming documentaries on the NASCAR Teams, marketing and promoting the Licensee Companies on our Web sites, the use of our e-mail lists, public relations, and as a partial payment for the fulfillment of the DVD Dividend delivery to the shareholders. (The actual cost for the replication and distribution of the DVD dividend is held in escrow from each offering.)
Examples: For specific Service Fees in year 1, see line item H25 through M25 for monthly billing of service fees for IPO Film Project #1, IPO Film Project # 2, IPO RacingShares.com Project #1 and IPO RacingShares.com Project #2. These fees are our net profits after deduction for our costs associated with streaming video production and delivery and as shown in item N25 total $600,000 in net revenues in Year 1 and are projected to increase to $5,400,000 in year 5.

3-Retail Sales.   – These retail sales are partially based on our Letter of Intent from Circle K Stores for checkout counter shelf space to sell NASCAR related items on our first RacingShares.com Licensee Company NASCAR Team. Line item E22 thereby reflects the first anticipated revenues from the retail sale of DVD copies of a documentary on our first RacingShares.com Licensee Company, and other novelty items such as hats and t-shirts through Circle K stores. We anticipate incremental increases in the number of stores each month. These merchandise revenues from only RacingShares.com Licensee companies total $1,630,000 the first year of operation and are projected to increase to $5,520,000 in year 5.
Examples: Line item E22 shows that in month 4 of our operation we would begin selling in a minimum of 250 Circle K Stores x 4 weeks x $5 (profit) per item x 15 items sold per store per week x 80% of revenues, for total Circle K Store sales of $60,000 in month 4. The figure 80% results from our deducting 20% of sales given to the Gene Woods/Circle K Team towards the expenses of their operation. In subsequent months, the number of stores would increase incrementally and as shown in G22, by month 6 and thereafter, we would be in 500 Circle K Stores for total monthly sales of $120,000. 
Other Retail Outlets - In month 6 we anticipate additional retail stores to begin carrying our products. As shown in G24 in month 6, we would have sales from additional retail stores of $50,000 per month, increasing as shown in M24 in month 12 to $100,000.

Online Sales. Not to be overlooked is the sale of merchandise online. These sales would be considerable, as each Licensee Company would own a database of rabid fans, each of which owns a share of stock, and thereby has a vested interest, in that particular enterprise. Thus, company-related merchandise would be offered and marketed to the shareholders in each Licensee Company through our extensive e-mail database. 

(Examples: NASCAR Team T-shirts and hats sold online to NASCAR fans or movie posters sold to movie fans.) In line items E23 we see that NASCAR Team DVD’s and novelties Internet sales of $4,800 beginning in month 4 would increase as shown in M28 to $40,000 in month 12. These estimates are extremely conservative and over the life of each company, management expects the online sales to eventually eclipse the retail sales. For example, if only half of the one million shareholders bought a hat or t-shirt from the NASCAR Team they own stock in; revenues from that offering alone could exceed $3.5 million. (500,000 t-shirts or hats @ $7 profit each - not shown in Revenues Worksheet.)
4- Dividends. The projected cash dividend revenues from only two types of Licensee companies total $13,288,500 the second year of our operation and increase to $104,025,000 in year 5. Dividends from each company occur beginning in the second year of each Licensee Company’s operation, because they do not go public until the end of the first year. Dividends, as opposed to Revenues, come from our portion of monies earned and paid out to shareholders as cash dividends from the operation of each company that we License. We earn dividends from each IPO Licensee Company based on our percentage of ownership that was negotiated prior to the IPO offering. For example, in line item C41, the $45,000 in dividends earned by MediaShares from IPO RacingShares.com Project #1 actually represent 10% of the $450,000 in total dividends paid out to shareholders, while line item C42 shows $157,500 earned by MediaShares from IPO RacingShares.com Project #2, representing 35% of the total dividends paid out.

Film dividends occur later in the life of each Licensee Film Company, as most films take over a year to make and distribute. MediaShares will collect dividends from Licensee Companies in the same manner, on a percentage negotiated prior to each company’s IPO. For example in month 20, as shown in line item I34 we see the first earnings from IPO Film Project #1 of $2,049,000, representing just 10% of the total film dividends to date, and in month 22 as shown in line item K35, we see dividends of 9,220,500, representing 35% of the total dividends paid out to shareholders in IPO Film Project #2.
The estimated film dividends used in the projections were derived from Paul Kagan and Associates reports that are located in the business plan. The total revenues earned and collected on a film using this model is estimated to be 100% collected by the 30th month subsequent to the theatrical release. The film would normally have recovered the bulk of its revenues within that period or the Company may choose to securitize the future revenues within that time period and pay out the earnings to shareholders. Management expects that film revenue dividends for the Company will be received in three distributions, the first within six months of theatrical release, the second within twelve months and the last within eighteen months of the films theatrical release.

The NASCAR Team company dividends were derived from the conservative revenues from the “schedule of dividends earned during one year racing season”, located in the financial projections and based on averages of NASCAR Team earnings reported in NASCAR publications. The life of the racing shares revenues are considered to be fully collected within one year of the IPO issuance and Management expects the bulk of RacingShares.com dividends to be received within ten months of the normal race season on a straight-line basis. The normal racing season runs from February to November of each calendar year. 

Operating Expenses
Promotion and Marketing

Promotion and Marketing expenses consist primarily of salaries for a promotion director and business development manager, streaming video production, agency fees and other promotion and public relations expenditures. Management anticipates that it will be providing streaming video on the Web site for its shareholders to view the progress of films in production as well as behind the scenes of NASCAR races in progress. In addition, Management anticipates that it will engage a major talent agency to provide film projects in order to attract top movie properties for production as in-house films. Promotion and Public relations will play a major role in driving potential shareholders to our Website in order to educate them on the benefit of purchasing shares online for a film or racing team project.

Web Site Development   

Web Site development expenses consist primarily of salaries for a creative director and Web designer as well as associated outsourced costs of maintaining a state-of-the-art Web Site. Management expects to expend the funds available to develop and maintain the Web Sites in a manner as to attract and hold as many users as possible.

General and Administrative

General and Administrative expenses consist of salaries of all top-level executives and support personnel as well as general office expenses and rent. The Company’s legal expenses consist of normal legal expenses as well as a budgeted $150,000 in expenses for each IPO scheduled during the first two years and $75,000 for each IPO scheduled during years three to five. These expenses are recouped from the licensing fees that are charged to each IPO Company formed. The Company also budgeted additional accounting expenses that would be required to file each IPO, as well as normal accounting expenses to be required by the Company.

Description of Tab Schedules Attached to Excel Financial Projections

Summary Budget (1 Page): This represents a summary of the five-year operations and records cash out for capital expenditures and payments of corporate debt as well as receipt of proceeds from sale of Company stock. It assumes a cash basis for revenues and expenses and ignores computation of any depreciation expense.

Detail Budget (Four Pages): This represents for the first three years on a monthly basis and years four and five on a yearly basis the proforma operations that the Company anticipates it will perform. Depreciation and Amortization is ignored in this model.

Revenues (Three Pages): This represents the detail of the IPO license fees and dividends by IPO projects by year. These revenues flow into the Projected Statement of Operations revenue line items by period. This segregates the license fees and dividend revenues by IPO and time period.

Film Revenue by Category (One Page): This schedule represents and lists the sixteen film IPO’s by name and number and indicates by month when each film is scheduled to start production, have it’s theatrical release, and how much each film will earn in dividends by month for its three distributions. Is also denotes genre of film and whether the film is anticipated to be an in-house project or produced by a Licensee Company.

Cinema & Racing Shares Div Cal (One Page): This schedule represents the calculation of dividends for each category of film using the Paul Kagan and Associates figures and estimated racing car winnings, endorsements and merchandising revenues for a full one year season, gathered from discussions and documents available on racing revenues by type of driver and racing association.

Sources and Uses (One Page): Records the Company’s Sources and Uses of funds for a three-year period.

Balance Sheet (One Page): Presents the Proforma balance sheet for Periods 0 to 60 months.

Cash flow Statement (One Page): Presents the Proforma Cash flow statement for the Periods O to 60 months.

