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1.0 EXECUTIVE SUMMARY 

At Health Connections, our goal is to provide quality health food products at a competitive price.  Our pricing is determined by market conditions and customer demand.  Our products will fulfill the needs of health-conscious consumers.

The uniqueness of our product line and the existing untapped market ensures our success in the health foods market.   The Health Connections name has become well known in New York City and the time has come to package and market our products on the Web.

Our goal is to borrow $550,000 for ten (10) years. The loan will be repaid in 120 equal payments, including interest and principal.  Our present plan is to utilize the borrowed money to modify our existing warehouse to process and package foods under our own label.   In addition, the capital will be used to create an e-commerce business.  This funding will support packaging design, packaging equipment, Web-page design, advertising, operating costs, and salaries.  We should reach our break-even point after our second year.  Upon receiving our loan, we would like to incorporate, as this will protect our company, investors, lenders, products, and stockholders.  We expect the savings in costs to increase our gross profit to $750,000 the first year, $900,000 the second year, and $1,200,000 the third year.

1.1 Objectives
· To develop a solid e-commerce market and to maximize our profit margin. 

· To develop and repackage organic and health food products under our own brand. 

· To fulfill the health foods demand with top-quality products. 

· To reach gross profit of $750,000 by the end of our first year  of expansion.
· To encourage our customers to live healthy lives by making health foods an integral part of their weekly shopping list.

· To begin expansion of the Health Connections store and to promote our Health Connections food line. 

· To offer health-conscious individuals support through our Web page, such as interviews with health professionals to answer specific health related issues.

1.2 Mission

Health Connections is planning to fulfill the need for health foods, a market we have identified, based on the large volume of health-conscious consumers. 

Health Connections will:

· Provide reliable, fresh, organically grown foods. 

· Package products under the Health Connections brand.

· To develop an E-Commerce Web site to sell products online. 

· To encourage people to become health-conscious consumers and use the Health Connections brand of products to meet their dietary needs. 

1.3 Keys to Success

· Develop quality health foods products through feedback from consumers. 

· Develop a niche market for our unique brand. 

· Maximize profits by selling on the Internet.

· Maintain low overhead costs by monitoring and scheduling production. 

2.0 COMPANY SUMMARY

Health Connections was developed by people who are nutritionists and who are interested promoting healthy foods to consumers.   Since we are advocates for good health and fitness, we wish to promote health products as a lifestyle.

Our store in New York City has been very successful and feedback from consumers indicates a strong commitment to using products we recommend.  We have developed excellent wholesale sources for organically-produced food products and know our consumers will trust our label.

2.1 Company Ownership

Health Connections currently is a limited partnership.

Currently, Steven J. Graber is Chief Executive Officer and owns eighty percent (80%) of the company. Susan A. Samuel is Vice President and owns twenty percent (20%) of the company.

Upon incorporating, Steven J. Graber and Susan A. Samuel will change their partnership agreement so that Ms. Samuel will receive 45% of the profits while Mr. Graber will receive 55% of the profits.

2.2 Company Locations and Facilities

We are currently located in New York City. We will warehouse, package, and ship our products from our location in Brooklyn, New York.  

We have identified manufacturers who we can use as sub-contractors for our large production jobs. We plan to produce products on a monthly basis to cut our need for large inventory space.

3.0 PRODUCTS

Health Connections plans to package the following products:

· The first product line we plan to package is nuts under the name Nut Connections.   We have arranged to have our wholesaler in California bulk ship its nut line to us, which we will repackage in small quantities under the Health Connections label.  

· The second product line we plan to package is soy-related snacks under the name Soy Connections.   We have received feedback from dieters and health enthusiasts indicating that they are interested in adding soy to their diet.

· The third product line we plan to package is coffee and teas. 

· Other ideas for product repackaging are under consideration.

3.1 Competitive Comparison

Our products are well received in the local health foods market.  While there are other health foods stores in New York City, none of them produce products with the same standards of excellence and competitive pricing as ours. 

3.2 Sales Literature

We are developing a company brochure for the year 2003, which will include our products. 

We are targeting our market by focusing on Internet sales. A large portion of our advertising budget will be used for Internet advertising. We are also planning a mass mailing media blitz to health food stores in the metropolitan area to promote our own brand.

3.3 Technology

Health Connections is a progressive company that has been able to combine hi-tech materials and innovative ideas to produce new products for health-conscious consumers.

Our progressive inventory system will enable us to monitor our production according to demand.
3.4 Future Products

We are constantly receiving input from our consumers about what they would like to see in new products. We believe that the new products we will carry will be very well received, as we build name recognition.  

4.0 MARKET ANALYSIS SUMMARY

While our customers come from three distinct groups, they all share a common interest in finding the best health foods on the market.  Our staff is knowledgeable and can advise each segment of our customer base.   

Some consumers shop for vitamins and supplements, but generally purchase other products during their visit   Featured products will encourage point-of-purchase sales on the Internet as well.

With our centrally located New York City shop, we reach many commuters, residents and tourists.  They have expressed an interest in buying our product from home when they cannot commute into the city.  An e-commerce site will provide the means to expand our business and satisfy our customers.

4.1 Market Analysis Segmentation

Out-of-town – Consumers who live in the metropolitan area.

Residents – Consumers who reside in one of the five boroughs of New York City.

Tourists – Consumers who are visiting New York City and have purchased products during their stay.

Dieters – The health food stores provide interesting alternatives for dieters to obtain healthy, low-fat, low-sugar foods.   

Consumers with Health Issues – Health food stores provide products for those who have special dietary restrictions. 

Health-Conscious Individuals – Health food stores provide products for those who are concerned about preservatives, pesticides, herbicides, and antibiotics in food and wish to maintain a healthy diet.

5.0 FINANCIAL PLAN

At the present time, we have excellent working capital, so the debt on our loan will be manageable. 

5.1 Comparative Income Statement

As the income statement shows, our profits and our rate of return on sales have increased substantially.  The increase in our operating expenses has been offset by the decrease in our cost of goods sold.  Packaging our own products will further lower our cost of good sold, which will improve our profit margin.


[image: image1.emf]2002 % 2003 %

Net Sales 1,400,000        100.0% 1,575,000      100.0%

Cost of Goods Sold 850,000          60.7% 900,000        57.1%

Gross Profit 550,000          39.3% 675,000        42.9%

Operating Expenses 365,000          26.1% 445,000        28.3%

Operating Income 185,000          13.2% 230,000        14.6%

Financial Expenses 17,500            1.3% 17,500          1.1%

Income before Income Taxes 167,500          12.0% 212,500        13.5%

Income Tax Expense 80,000            5.7% 92,000          5.8%

Net Income 87,500 $         6.3% 120,500 $      7.7%

Rate of Return on Sales 6.25% 7.65%

Operating Expense Ratio 3.84                3.54             

HEALTH CONNECTIONS

Comparative Income Statements

For the years ended December 31


5.2 Projected Cash Flow

Collection is not a problem since we will be credited payment to our account in two days by American Center, our credit card company. 
Selling our products over the Internet will allow us full retail price to maximize our profit. Therefore, we have conservatively projected our accounts receivables collections and net income to increase as shown below.

[image: image2.emf]Cash, Beginning Balance, 1/1/2004 247,580        

Sources of Cash:

Net Income 132,500     

Collections from Receivables 475,000     

Other 50,000       

Total Cash Receipts 657,500       

Disbursements:

Supplies 30,600       

Wages 225,000     

Utilities 25,765       

Insurance 13,098       

Advertising 25,000       

Distribution  28,500       

Interest Payments 17,500       

Payments to Creditors  223,980       

Other 25,000       

Total Cash Disbursements 614,443       

Net Increase in Cash 43,057          

Cash, Ending Balance, 12/31/2003 290,637 $      

HEALTH CONNECTIONS

Projected Cash Flow Statement

For the year ended December 31, 2004


5.3 Comparative Balance Sheet

The table shows the balance sheet for two years and includes business ratios.  We have had a substantial increase in working capital due to the increase in inventory, sales, and accounts receivable.  This has decreased our debt/asset and liability/capital ratio favorably so that we can take on additional loan financing at this time.

[image: image3.emf]2002 2003 Change % Change

Assets

Current Assets 616,000              804,000              188,000 30.5%

Property and Equipment 755,000              700,000              55,000 -7.3%

Other Assets 82,000                65,000                17,000 -20.7%

Total Assets 1,453,000 $         1,569,000 $         116,000 $         8.0%

Liabilities

Current Liabilities 287,000              295,000              8,000 2.8%

Long Term Debt 225,000              225,000              0 0.0%

Other Liabilities 95,000                85,000                10,000 -10.5%

Total Liabilities 607,000              605,000              2,000 -0.3%

Capital

Beginning Capital 758,500              843,500              85,000 11.2%

Net Income 87,500                120,500              33,000 37.7%

Ending Capital 846,000              964,000              118,000 13.9%

Liabilities and Capital 1,453,000 $         1,569,000 $         116,000 $         8.0%

Working Capital 329,000              509,000             

Current Ratio 2.15 2.73

Debt/Asset Ratio 41.8% 38.6%

Capital/Asset Ratio 58.2% 61.4%

Liability/Capital Ratio 41.8% 38.6%

HEALTH CONNECTIONS

Comparative Balance Sheets

For the years ended December 31
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		HEALTH CONNECTIONS

		Projected Cash Flow Statement

		For the year ended December 31, 2004

		Cash, Beginning Balance, 1/1/2004												247,580

		Sources of Cash:

				Net Income						132,500

				Collections from Receivables						475,000

				Other						50,000

				Total Cash Receipts								657,500

		Disbursements:

				Supplies						30,600

				Wages						225,000

				Utilities						25,765

				Insurance						13,098

				Advertising						25,000

				Distribution						28,500

				Interest Payments						17,500

				Payments to Creditors						223,980

				Other						25,000

				Total Cash Disbursements								614,443

		Net Increase in Cash												43,057

		Cash, Ending Balance, 12/31/2003												$   290,637
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		Operating Income						185,000		13.2%		230,000		14.6%

		Financial Expenses						17,500		1.3%		17,500		1.1%

		Income before Income Taxes						167,500		12.0%		212,500		13.5%

		Income Tax Expense						80,000		5.7%		92,000		5.8%

		Net Income						$   87,500		6.3%		$   120,500		7.7%

		Rate of Return on Sales						6.25%				7.65%

		Operating Expense Ratio						3.84				3.54
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		a.        What is the trend in net income?										Income has increased as a percent of sales from

						Income has increased as a percent of sales from 6.25% to 7.65%.

		b.       What is the trend in cost of goods sold?

						The percent of cost of goods sold as relates to sales has decreased from

						60.7% to 57.1% showing either lower costs or a higher markup for sales.

		c.        What is the trend in operating expenses?

						As shown by the percentages of operating expenses, they are increasing as a

						percentage of sales. Although this might be expected with higher sales, the

						ratio should be checked to see if the increase is proportional.

		d.       What is the trend in the ratio of operating expenses to sales?

						The ratio shows that each dollar of expenses is generating lower sales.  This

						area needs investigation.

		e.        Why did the percent of financial expenses go down while the value remained the same?

						The percentage of financial expenses went down because the net sales went up

						and the expenses are a smaller proportion of the sales.
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								2002		2003		Change		% Change

		Assets

		Current Assets						616,000		804,000		188,000		30.5%

		Property and Equipment						755,000		700,000		-55,000		-7.3%

		Other Assets						82,000		65,000		-17,000		-20.7%

		Total Assets						$   1,453,000		$   1,569,000		$   116,000		8.0%
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		Current Liabilities						287,000		295,000		8,000		2.8%

		Long Term Debt						225,000		225,000		0		0.0%

		Other Liabilities						95,000		85,000		-10,000		-10.5%

		Total Liabilities						607,000		605,000		-2,000		-0.3%

		Capital

		Beginning Capital						758,500		843,500		85,000		11.2%

		Net Income						87,500		120,500		33,000		37.7%

		Ending Capital						846,000		964,000		118,000		13.9%

		Liabilities and Capital						$   1,453,000		$   1,569,000		$   116,000		8.0%

		Working Capital						329,000		509,000

		Current Ratio						2.15		2.73

		Debt/Asset Ratio						41.8%		38.6%

		Capital/Asset Ratio						58.2%		61.4%

		Liability/Capital Ratio						41.8%		38.6%
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		What does the analysis tell us about the ability of the company to handle its debts?

				As shown by the working capital and current ratios, the amount of debt is decreasing

				and the percentage of assets to debt is increasing.  The company is handling debt well and

				they may wish to use some of the working capital for expansion.
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