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Executive Summary

JetFan Technology Limited (JetFan Ltd) has been established to develop and market commercial applications for an innovative fan impeller ("fan blade") technology - the JetFan. Several market applications have been identified for the new technology, including compact electronic equipment cooling; heating, ventilation and cooling; and domestic appliances. The chosen launch market is the compact electronic equipment cooling segment.

This plan establishes a platform to commercialize the impeller technology in the global market by seeking strategic alliances with leading fan manufacturers in the compact electronic equipment cooling market. This market currently has an annual production rate of at least 350 million impellers, with growth of the market expected to reach 652 million in year five. JetFan Ltd expects to acquire a 2.85 percent market share during this period.

The trend toward miniaturization, combined with more powerful computer chips, creates the demand for smaller, more efficient fans. JetFan Ltd is uniquely positioned to capitalize on this demand. The JetFan's competitive advantages over conventional fans include significantly greater air flow for a given resistance and diameter, making it very compact and therefore ideal for use in compact electronic equipment. The JetFan also emits less noise and is able to operate at a lower RPM therefore utilizing less energy. Operating at a wider range of RPMs, the JetFan allows fan manufacturers to reduce the range of impellers kept in inventory.

These advantages will be sustained by the web of intellectual property built around the technology that protects both the impeller design and the method of manufacture. Furthermore, brand equity will be built around the "JetFan" and "JetFan Revolution" trade marks.

JetFan Ltd will establish itself as a fan impeller manufacturer. The company will supply its strategic alliance partners with impellers for assembly into complete fan units. This allows JetFan Ltd to focus on its core competencies of impeller design and manufacture.

JetFan Ltd's management team of Michael Carter, Stephen Chant, Paula Mowbray, Anthony Guy and Terry Day, represent a strong blend of complementary skills and business experience. Michael, Stephen, Paula and Anthony are currently completing their MBA's. Michael, the CEO, has experience in successfully commercializing new technology and, with a blend of industrial design and marketing experience, is well suited to managing the venture. Stephen, Vice President Finance and Administration, has a background in Chartered Accounting and currently holds a senior position in Ernst & Young's Entrepreneurial Services Team. Paula, Vice President Marketing, has experience providing international marketing advice for private and public sector firms targeting Asian markets. Anthony, Non-Executive Director, has a background in banking and finance and currently holds a senior position within Pricewaterhouse Coopers' Corporate Finance and Investment Banking Team.

JetFan Ltd is seeking $2.5 million equity injection to commence commercial production. In return for this investment, we propose the investor would receive 38% equity in JetFan, two board seats, and a terminal value at the end of year 5 of $15.6 Million. JetFan Ltd is seeking an investor with complementary industry experience and an equal passion for ... Creating the JetFan Revolution!

The Company's Profile

The Vision.- Four JetFans in every household by the year 2010. The JetFan will be the worldwide industry standard impeller for fan applications in cooling, extraction/ventilation and heating. Witness, the JetFan Revolution...

Company Objectives

JetFan Ltd's mission is to be the leading manufacturer of impellers for the Compact Electronic Equipment Cooling market initially, and ultimately of a wider range of fan components, utilizing a unique impeller design and 
manufacturing process. Our objective is to secure an investor with:

· The required capital injection;

· Commercial management experience;

· Networks and contacts; and

· Industry experience.

JetFan Ltd will make continued investment in Research & Development to ensure that the JetFan has numerous product applications and continued technological superiority.

Company History

JetFan Ltd was incorporated on 17 October 1995 for the purposes of acquiring the rights to JetFan technology. The company raised $1.8 Million to develop and refine the technology, and to determine the potential market for products suited to using this technology. JetFan Ltd has invested significant resources to date developing prototypes of product applications and physically testing the JetFan against competitors by comparing its key competitive advantages of greater airflow, energy efficiency, compactness and reduced noise levels.

The Technology and the Product

The JetFan impeller design was developed by inventor Terry Day as a result of a long felt need for smaller and more efficient cooling requirements for the miniaturization phenomenon. The JetFan is more efficient than conventional impellers and has been designed to replace all existing impeller applications, providing far greater efficiency for equivalent cost. The JetFan technology has market applications in cooling, extraction/ventilation and heating. The product/market matrix is included in the Appendix 1. A number of prototypes have been developed by JetFan Ltd for the following applications:

· Compact electronic equipment cooling - including portable computers chip set cooling 

· Fiber optical light source cooling 

· Hairdryers and hand dryers 

· Vacuum cleaners 

· Ceiling Fans

Each of the above applications is ready to be commercialized by the management team.

Traditional Fan Impellers and their Problems
In general, fan impellers work through the creation of a pressure differential, such that air moves from a high pressure to a low pressure environment. The two common fan types are 4 axial flow' fans, such as pedestal cooling fans, and 'turbine' fans, such as those used in jet engines.

	Axial Flow Fans:
	Turbine Fans:

	· Pressure differentials too small to overcome system resistance; 

· Airfoils act as 'eggbeaters' simply thrashing air; 

· Inefficient; 

· High noise levels; and 

· Tendency to stall.
	· Stationary passage ways (stators); 

· Requires shroud for use; 

· Large and cannot be miniaturized; 

· Weight inefficiency; and 

· Cost to manufacture high and time ineffective.



Why use JetFan and why now.
· Smaller, Miniaturization potential; 

· Stall free; 

· No diffuser or stator blades required to realize a pressure gain; 

· Delivers relatively high pressure air at a high flow rate with high efficiency and no surging; 

· More efficient over a wider range of speeds; 

· Uses less power; 

· Higher cooling efficiency; 

· Noise reduction; 

· Uses moving, compact converging passage ways. 

Creating the JetFan Revolution

The JetFan is a unique fan impeller design that generates significantly greater air flow and can work across a wide range of speeds without ever stalling. The JetFan offers a range of benefits:

	What the market wants
	What the market gets
	What JetFan offers
	Benefits

	Greater airflow to improve cooling rate
	Relatively mediocre airflow from traditional impellers
	37.5% to 137% greater airflow at the required pressures for CEEC applications
	Fewer or smaller fans required; reduces size and cost of OEMs' products

	Compact fans
	Traditional impellers at their limits of miniaturization - they don't work well at small (sub-40mm) sizes
	JetFans operate efficiently over wide range of sizes, from 15mm. JetFans diameters are 25% to 35% smaller for the same airflow produced.
	Allows OEMs to produce smaller products. Compact computers can utilize more powerful processors to gain market advantage.

	Quiet fans
	Traditional impellers stall at flows and pressures required for CEEC applications. Results in air turbulence. Increased motor RPM creates noise.
	JetFans never stall.
	OEMs can make quieter products for the consumer

	Greater energy efficiency
	Poor energy efficiency
	Same airflow for reduced RPM, therefore less energy
	User convenience via longer battery life

	Versatile impellers that can operate over wider range of RPMs
	Impellers that only work well at certain speeds - otherwise they stall
	An impeller that works well across a wide range of RPMs and never stalls.
	Reduced tooling and inventory costs for manufacturers: fewer impeller versions required to produce a range of units; one impeller can work with a range of different motors at different speeds.


Set out below is a chart highlighting the pressure differential advantages offered by the JetFan, over conventional axial flow impellers.
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The JetFan has been independently tested by the School of Mechanical, Medical and Manufacturing Engineering, QUT. Tests carried out by QUT indicate superior performance of the JetFan when compared to axial and mixed flow impellers. As can be seen, the JetFan offers both higher air flow at a range of operating pressures, utilizing the same motor and motor speed (RPM). The JetFan impeller works by moving "converging passage ways" rather than blades through the air. The key is that the blades are mounted on a central hub and are both overlapping and converging. This delivers many of the advantages of turbine fans without the need for stators. Below are diagrammatic representations illustrating converging passageways.
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Intellectual Property

The technology associated with the JetFan has been fully developed by JetFan Ltd and the intellectual property (IP) rights are owned and controlled the company. The JetFan technology is protected by a web of intellectual property including granted and pending patents; trade marks; and trade secrets. The patents extend to both the impeller design and the unique method of manufacture. This combination of product and process protection provides strong IP protection. Patents have been lodged for a number of the technologies, processes and applications in the following regions:

	PRODUCT patents
	Country
	Application No.
	Status

	 
	Australia
	67815/96
	Granted

	 
	United States
	08/875112
	Granted

	 
	Europe (10 countries)
	96900198-1
	Pending

	 
	Japan
	HE18-522491
	Pending

	 
	China
	96191880.2
	Pending

	 
	Malaysia
	P19703379
	Pending

	 
	South Korea
	97-705038
	Pending

	 
	Canada
	2210335
	Pending

	 
	Brazil
	P19606842-6
	Pendinq

	PROCESS patents
	 
	 
	 

	 
	PCT Application
	Provisional Patent Application Nos.
	Lodged

	 
	 
	PP7876
	23/12/99

	 
	 
	PP8367
	29/01/99


In addition to protection of the JetFan impeller technology, the company has a number of granted and pending patents including applications such as ceiling fans and vacuum cleaners. Applications for trade mark protection of "JETFAN" and the JetFan logo; and "JETFAN REVOLUTION" and the JetFan Revolution logo have recently been lodged. The technologies will be further protected due to:

· Patent protection fighting fund provided for from retained earnings; 

· Patent litigation insurance covering up to $1 Million legal expenses, on a 20% co-insurance basis; 

· OEMs' reluctance to specify non-genuine "pirated" components; 

· A contingency fee agreement with an experienced intellectual property litigation attorney. 

Market Analysis

Market Segmentation

There are three key market segments for the JetFan technology:

· Compact electronic equipment cooling (CEEC) - computers and telecommunications equipment

· Domestic appliances - hairdryers, vacuum cleaners, hand dryers etc.

· Heating, ventilation and cooling (HVAC) of buildings and vehicles 

The chosen launch market is the CEEC market. This is based on three primary factors:

· JetFan technology offers benefits which add significant value to compact electronic equipment;

· Compact electronic equipment OEMs operate in a highly competitive industry and therefore value JetFan technology's ability to provide competitive advantage; and

· The compact electronic equipment market continues to be a strong growth market. 

The features and benefits of the JetFan, as outlined earlier, will allow OEMs to produce smaller and quieter equipment that uses less battery power. Innovation and miniaturization in these mature product categories is most often incremental. Any component that provides the same or better performance whilst also being smaller, less expensive and/or more power efficient is welcomed by manufacturers. Following is an analysis of the CEEC market. The above-mentioned market segments (2) and (3) will be assessed for attractiveness as the next priority for JetFan Ltd.
 Target Market Size

It is conservatively estimated that 350 million small fans are made every year for the CEEC market. The market size has been estimated by the Gartner Group. The growth forecasts for this market are estimated at 15% per annum.

Market Trends

Two market trends combine to indicate a strong demand for JetFan technology:

1. Continuing miniaturization of compact electronic equipment; and 

2. The speed of new, faster computer chips is presenting problems of excessive heat, and subsequently placing limits on miniaturization. 

Laptop and palm top computers are increasingly replacing traditional desktop computers. Portable computers are a major growth segment of the computer market, growing at 15% to 20% annually. Currently compact portable computers are unable to utilize the latest most powerful processors ('chips') because the heat produced by these chips cannot be adequately removed by traditional fans and heat sinks. This represents a market opportunity because laptop computers represent the higher end of the market where lead users demand superior performance. In addition to facilitating more powerful processors and continued miniaturization, the JetFan's increased efficiency lowers power consumption and extends battery life. This is an important feature in portable computer and telecommunications equipment.

Industry Analysis

In the CEEC market segment, fan manufacturers supply computer OEMs with fans that meet their specifications for performance, features and cost. In the case of CPU cooling, the chip manufacturer (e.g. Intel or AMD) specify the cooling requirements that the fan manufacturers' fans must meet in order to optimize performance of the chip.

The relevant players in the CEEC market are:
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The above diagram refers to CPU cooling, which is a segment within the Computer segment, which is within the CEEC market. In addition to CPU cooling, computers also require fans for hard disk cooling and general system cooling.

Competitor Analysis

Direct

Compact electronic equipment OEMs purchase cooling fans from specialist fan manufacturers such as Papst (Germany), NMB (Japan) and Sunon (Taiwan). These fan manufacturers make their own fan motors, fan impellers and fan chassis in-house. If JetFan Ltd decides to produce complete fan units (for example, by buying in the fan motors), then the company will have many sizable direct competitors, such as Papst and the like. However, if JetFan Ltd focuses on the manufacture of fan impellers, and does not move into the area of fan motor manufacture, then the company has no direct competitors in the area of fan impeller supply. This is because no significant advances have occurred in fan impeller design in over 40 years - it has been a generic technology, available to all to manufacture in-house. Therefore, JetFan Ltd's direct competition is the in-house impeller manufacturing facilities of CEEC fan manufacturers. With clearly superior product benefits and comparable production costs, JetFan Ltd is well-placed to compete with the fan manufacturers' in-house production of generic fan impellers. Currently, in-house impeller manufacture is not providing competitive advantage for fan manufacturers. Existing fan manufacturers possess these characteristics:

· Low cost, high volume fans 

· Small, reliable fan motors 

· Known product brands to OEMs 

· Established manuf. and dist. through to OEMs 

The test results clearly show that the JetFan is superior to all current mass produced compact electronic equipment cooling fans on the key parameters of cooling ability, size and quietness. JetFan impellers will allow fan manufacturers to produce better performing, smaller, quieter and more efficient fans. For OEMs such as Dell or Texas Instruments, for example, these benefits will translate directly into finished products that are smaller, quieter and have extended battery life.

Indirect

Indirect competition in the CEEC market relates to alternative technologies that either reduce or circumvent the need for cooling of compact electronic equipment. Threat of substitutes: There are a number of potential substitute products to the fan that could emerge over time. New areas of research include using 'thermoelectric coolers', whereby an electrical current is passed through a semiconductor. This technology is already being applied in many military and aerospace applications and may replace the conventional chip-cooling fan within a computer. It is anticipated, however, that it will only be used in the high end of the market and its application to computers would appear to be at least 7 - 10 years away. Nonetheless, chip-cooling is only one aspect of cooling compact electronic equipment - power supplies, hard drives and batteries also require cooling. Other non-computer applications include, but are not limited to amplifiers, flat-screen televisions, fiber optic lighting products, communications equipment, and scientific instruments. 

Strategic Market Entry 

JetFan's expertise lies in impeller technology, not in fan motors or heat sinks. It would be unwise to attempt to enter these fields, considering the enormous R&D budgets and production capacity of established manufacturers. Accordingly, the following market entry strategies were considered:

	Competencies

JetFan

Fan Manufacturer

JetFan blade design technology

x

 

JetFan blade manufacturing technology

x

 

Fan motor technology

 

x

Fan heat-sink technology

 

x

Fan distribution channels to OEMs

 

x

Fan marketing to OEMs

x

x

Fan blade marketing to fan manufacturing

x

 




	Strategic Option
	Advantages
	Disadvantages

	#1 Licensing
	Reduced capital required;
	Impeller design IP protection vulnerable;

	 
	Quick and widespread market entry;
	Manufacturing learning accrues to other firms;

	 
	Licensee has established brand name;
	 

	 
	Established distribution channels;
	Profit potential reduced;

	 
	Established marketing and sales force. 
	Marketing control very low.

	#2 Manufacture Complete Fan Unit
	Fan design IP protection secure;
	JetFan has no experience in fan motors;

	 
	Manufacturing learning accrues to JetFan; 
	Capital required greatly increased;

	 
	Profit potential increased with ability to extract margin at several stages of supply chain;
	Market entry slower;

	 
	Marketing control high with ability to shift between and address other markets.
	JetFan brand not established;

	 
	 
	Distribution channels not established;

	 
	 
	Very high threat of competitive response.

	#3 Manufacture Impeller Only
	IP protection maximized;
	Profit potential reduced as not benefiting from mark-up between fan manufacturer and OEMs;

	 
	JetFan can focus on impeller R&D and manuf.;
	No established marketing and sales force;

	 
	Capital required less than manuf. fan units;
	Impeller design IP will be under threat of copycat manufacturers.

	 
	Profit potential high;
	 

	 
	Distribution through readily identified fan manuf.;
	 

	 
	Relatively fast market entry;
	 

	 
	JetFan impellers can be subbrand of est. brand; 
	 

	 
	Marketing control maximized;
	 

	 
	Strategic alliance partners can be "big brothers".
	 



The primary issues to consider are maintaining JetFan Ltd's sustainable competitive advantage through protecting technology; remaining focused on core competencies; and utilizing OEM,s marketing and distribution channels. Hence, manufacturing impellers only is the preferred option.

Market Entry Execution

The JetFan impellers will be sold to manufacturers in a variety of industries. Presently manufacturers injection mold in-house. However, superior performance and versatility of the JetFan impellers will increase fan performance, as well as lower impeller inventories for the manufacturers. Manufacturers won't cease entirely manufacturing their standard impellers. instead, they will buy JetFan impellers for their high-end "premium" fan applications, such as cooling compact electronic equipment.

Initially, the impellers will be manufactured in Australia at JetFan's existing premises. The design of the impellers allows JetFans to nest into each other, thus reducing freight and shipping. JetFan's Australian location is ideal for business in Asia with respect to time zones and proximity. This first plant in Australia will operate as a full production facility and R&D house. Manufacture of the impellers in-house will ensure that the trade secrets in the manufacturing process will remain with JetFan for an acceptable period of time. This limits the risk of reverse engineering and copycats, which is especially crucial in the early stages before the JetFan brand has been established in the industry.

	JetFan will employ a three-pronged strategy.

	1. Computer chip manufacturers, specifically Intel, will be targeted for collaborative R&D efforts. By using JetFan technology, Intel will be able to promote their advanced computer chips for portable PC applications that until now have not been possible. 

2. Strategic OEMs, whose products stand to have significant value added by the introduction of JetFan technology, will be targeted for collaborative R&D efforts. These strategic OEMs will be influential lead users in their industry (e.g. Dell, Gateway, Texas Instruments). Their use of JetFans will generate market pull from other OEMs back through to the fan manuf. The R&D benefits will also allow JetFan to fine-tune its impeller design for specific applications. 

	3. In parallel, established and reputable fan manufacturers will be approached in strategic alliance supply agreements to purchase an agreed upon volume of JetFan impellers for integration into existing fan units. JetFan will readily customize the impeller design to meet the individual fan manufacturer's requirements. The fan manufacturer will then undertake rapid prototyping to produce sample impellers to determine any further modifications before production. Based on the long-term supply agreement, JetFan will produce dies specifically for each fan manufacturer's requirements. Production of each individual die will take approximately 4 weeks. Production of the impellers can then take place immediately. The turnaround time would therefore be 6 to 8 weeks. 



	


Once long-term supply agreements have been consolidated with manufacturers in Asia and United States, production plants will also be established in these locations to effectively supply local markets.

JetFan's primary strategy will be to enter a market, consolidate its position in the market, and then enter new markets and market segments to develop new products. Accordingly, strategic alliance supply agreements will be used to enter additional markets segments within CEEC market, and also markets such as the FIVAC of buildings and vehicles, and domestic appliances.

Marketing Strategies

Product

JetFan is a superior fan impeller technology. It can be modified to apply to a variety of applications and has already been incorporated into several prototype products that are suitable for commercial production and exploitation, including a computer chip-cooling fan, fiber optic light source cooling fan, a hairdryer and vacuum cleaner. JetFan will manufacture the impellers for these products and will supply JetFan impellers to CEEC fan manufacturers. In CEEC, HVAC and domestic appliance markets, product development will continue with a two-pronged approach:

   1. Identify OEM-driven needs for superior cooling applications and then collaborate with these lead user OEMs to develop the required fan unit specifications,

   2. Collaborate with fan manufacturer strategic alliance partners to develop, prototype, test and manufacture the required fans. 

Distribution

JetFan Ltd will utilize the established distribution networks of its strategic alliance partner through to the OEMs. By focusing on the manufacture and supply of fan impellers, JetFan Ltd circumvents the need to market and distribute complete fan units to OEMs.

Pricing

Fan manufacturers will be able to increase their profit margins on 'JetFan-enabled' fans because OEMs are willing to pay a premium for fans with superior cooling performance. OEMs can readily bear a price premium on superior CEEC fans because the fan represents a very small percentage of the cost of compact electronic equipment. In high-end applications where chip cooling, for example, is a limiting factor on product miniaturization and no traditional fan can currently meet the required airflow, then the price is not relative to other fans. The price is relative to the value added by the fan to the end product and accordingly such a fan commands a substantial price premium due to the market advantage it offers the OEM. According to our research to date, fan manufacturers, OEMs and CPU manufacturers in Asia and North America have identified that they would be willing to pay price premiums for superior fans in proportion to the additional airflow (and therefore cooling) produced. For example, a fan with 40% greater airflow could command a 40% higher price. JetFan Ltd will adopt a price skimming strategy which will position the JetFan Revolution as a premium product, initially, for high-end applications such as portable computers.

Our market research interviews with fan manufacturers and computer OEMs show that a fan which enables more powerful laptop computers to be produced will easily command a significant premium, up to $10.00 or more per unit indicated one manufacturer. (Sunon's smallest CEEC fan currently sells for $6.00.) Fan manufacturers have indicated they would pay as much as $2.00 for JetFan impellers in this application. Whereas that would increase unit production cost from $5.40 to $7.40, the manufacturers' gross profit per unit grows from $0.60 to $2.60; i.e. from 10% to 26%. Over time, after high-end applications have been addressed, this pricing model will change from the above value-added approach to the more traditional cost-plus-margin model. The price skimming strategy will allow JetFan Ltd to gradually lower the price and enter additional markets and applications.

Promotion

As explained in the Strategic Market Entry section earlier, JetFan Ltd will employ a three-pronged approach to promotion:

   1. Collaborate with CPU chip manufacturers;

   2. Promote the benefits of JetFans directly to OEMs; and

   3. Target fan manufacturers for strategic alliances and long-term supply arrangements. 

Collaborate with CPU chip manufacturers

Collaboration with CPU chip manufacturers is currently under way. Recently Terry Day has been in discussions with Intel technical staff in comparing JetFan impellers to traditional fan impellers. An Intel engineer indicated that three 130mm JetFans will provide better cooling than the four 172 mm fans they had intended to use on an upcoming product. Such collaborations will provide strong support in promoting the benefits of JetFans to OEMs.

Promote the benefits of JetFans directly to OEMs

At the OEM level, relationship marketing will form the basis of the strategy, with JetFan Ltd representatives regularly meeting with the key decision,makers in lead user OEMs. The key trade shows affecting the CEEC markets will be attended. The features and benefits of the JetFan will be communicated to OEMs through conference presentations and publication of scientific testing results in trade journals. In addition, advertisements will be placed in trade journals and magazines that target decision-makers.

Ultimately, JetFan will also be promoted via strategic alliance partners' catalogues of fans. These catalogues are used by the OEMs in determining their fan supplier(s). The project design engineers within OEMs specify the fan type to include in their respective products. JetFan will collaborate with the project design engineers and strategic alliance partners to modify the JetFan to meet these requirements.

Targeting fan manufacturers for strategic alliances

Leading fan manufacturers will be approached with a view to forming strategic alliances. The leading fan manufacturers in each market segment have been identified, and the larger manufacturers will be approached first. Preliminary discussions have begun with Sunon, Sanyo Denki and Delta. 

Company Structure and Ownership
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JetFan Ltd. is a non-listed public company that was established to acquire and develop the JetFan technology from Magiview Pty Ltd through a direct investment (via an equity swap). The public launch secured $1.8 million in capital and also secured the inventor's continued involvement by way of significant equity participation. Terry is also secured by employee and shareholder agreements.

Existing Shareholders have invested $1.827 million in JetFan. This was the only capital injection and to date $1.26 million has been expended on research & development, prototype development and testing; marketing and limited tooling.
New Shareholders will be sought to invest $2.5 Million and will be offered 38% equity in the company. These funds will be used for the construction of a production plant; developing a market presence in the launch market (CEEC); working capital; and for building brand recognition The new investor may be a leading fan manufacturer in the CEEC market, however this is not essential to the strategy. The management team has identified the following key market players that would form a strategic fit with JetFan. Substantial interest has been generated from the following:

· Sunon (Taiwan) 

· Sanyo Denki (Japan) 

· Delta (Taiwan) 

· Papst (Germany) 

· NMB (Japan) 

· Panasonic (Japan) 

· Nidec (Japan) 

 Organizational Structure and Management

Key Management and Personnel - The management team of JetFan is detailed in the organizational chart below. This chart depicts the development of the structure for years 1 to 3.

JetFan Technology Limited
Proposed Organizational Chart
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Board of Directors - the management team reports to the board of directors. Board seats total four currently and will be expanded to six seats after the equity raising. The board will consist of:

· Allan Sonnenberg - entrepreneur and government advisor 

· Ross Palmer - former Managing Director of Palmer Tube Mills 

· Anthony Guy - banking and finance professional 

· Terry Day - JetFan inventor 

· Two investor nominees 

Set out below are details of the management team and their backgrounds. As can be seen, the management team has a significant degree of commercial experience. Implementation of this plan will be the mandate of the current team with assistance from outside consultants where appropriate.

Michael Carter - CEO

Michael Carter is the Chief Executive Officer. He is currently completing his MBA, majoring in New Venture Management. Michael has a background in Industrial Design and Marketing. His blend of skills allows him to understand the product development process from both the manufacturing/ technical perspective and the business/marketing perspective. This is evidenced by his experience in founding and successfully managing another high-tech start-up firm, Spinal Sensor Technologies Limited. Michael has guided this firm from initial invention of the technology, through research and development and product trials, negotiating through joint venture and strategic alliance agreements, capital raising, market launch and investor harvest. Michael's starting salary will be $80,000 plus share options which will be exercisable at the end of year 5 and are contingent upon maintaining tenure for five years and securing specified licensing agreements. These options will represent 5% of the issued capital of JetFan. These will be allotted in recognition of performance and sweat equity in preparing the strategic business plan, and these will be negotiated with the new investor. In addition, Michael, as with the rest of the management team will subscribe $50,000 of the equity being sought.

Paula Mowbray - Vice President Marketing

Paula Mowbray is the Vice President Marketing and she is currently completing her MBA. She is presently employed as Senior Advisor, Department of Main Roads. Paula has extensive experience in international marketing including export market plans, feasibility studies, business planning and market research for Australian based manufacturers. She is ideally suited to this position as she is experienced in organizing industry promotional activities, trade delegations (Asia and in particular China), providing international marketing advice to private sector firms, international market research, and establishing collaborative partnerships with private and public sector organizations both domestically and internationally. Paula also has language proficiencies in Indonesian. Paula's starting salary will be $70,000. Paula's starting salary also will be augmented by share options which are exercisable at the end of year 5 and are contingent upon maintaining tenure for five years and developing a launch market presence and product awareness for JetFan. These options will represent 3% of the issued capital of JetFan Ltd. Paula will also subscribe for $50,000 equity.

Stephen Chant - Vice President Finance & Administration

Stephen Chant is the Vice President Finance & Administration. Stephen is currently completing his MBA majoring in New Venture Management. He is ideally suited to this position as a result of his experience in manufacturing, retail and distribution, as well as high-tech manufacturing businesses. Stephen has been involved with facilitation of business plan preparation for start-up ventures in the software and IT arena, financial services, manufacturing and entertainment industry. He has been involved with all facets of capital raising from entrepreneurial start-ups to Initial Public Offerings. Stephen's starting salary will be $70,000. Like the other members of the management team, Stephen will participate in the share option scheme, and will be issued options, excercisable at the end of year 5. These represent 3% of the issued capital. Stephen will also subscribe for $50,000 in equity.

Anthony Guy - Non-Executive Director

Anthony Guy has been offered the Non-Executive Position for JetFan. Anthony is currently completing his MBA. He has a background in banking and finance and currently holds a senior position within Pricewaterhouse Coopers' Corporate Finance and Investment Banking Team. Anthony has extensive experience involving corporate valuations, mergers and acquisitions, divestments and capital raising. His major achievements to date include negotiating the trade sale of a multinational Australian-based IT company and successful private capital raising for a high tech start-up in the telecommunications industry. His appointment is for a three year period. Anthony's director's fee will be augmented by share options on similar terms to Paula and Stephen. Additionally, Anthony will subscribe for $50,000 fresh equity.

Terry Day - Vice President Research & Development

Terry Day is chairman of the Board of JetFan Ltd and inventor of the JetFan and several Coanda Effect devices, some of which are owned by JetFan Ltd. Terry manages the ongoing research and technical development of the JetFan and Coanda appliances. Terry's starting salary will be $70,000 in addition to his current equity stake. Terry will also be issued options excercisable at the end of year 5 representing 3% of the issued equity.

Research & Development

JetFan Ltd's R&D strategy is to adapt the existing JetFan impeller technology for application to a variety of products. R&D will be conducted in-house by JetFan Ltd, and in collaboration with its strategic alliance manufacturing partners and OEMs. The R&D will be conducted in-house by JetFan not only to maintain integrity of the intellectual property surrounding the technology, its applications, and the manufacturing process, but also to ensure accrual of the crucial learning that arises from the development and fine-tuning of the production process. JetFan plans to release follow on products in different markets over a period of five years. JetFan will allocate 53% of sales revenue in year one to facilitate the R&D of these products. During years two through five, 6% to 12% of revenue will be committed to R&D. Following are the key factors to the success of exploiting the JetFan technology:

· Successful capital raising 

· Granting of patents for the production process 

· Full production of first plant 

· Ability to secure supply agreements with fan manufacturers 

· Successful ongoing protection of IP 

· Generation of cash flow for investment brand building and IP protection 

· Generation of cash flow for follow-on product prototype development 

Risk Reduction Strategies

Critical to the success of JetFan is the identification of risks and risk mitigation strategies, including:

	Risk Area
	Risk Reduction Strategy

	Technology does not perform as expected
	Extensive testing already successfully completed; pursue collaborative R&D program

	Patent protection is weaker than expected
	Increase investment in IP protection strategies

	Barriers to competitor entry lower than expected
	Ensure maximum penetration before moving to next market segment

	Pricing incorrect
	Improve manufacturing processes and economies of scale

	Loss of key employees
	Establish employee agreements as well as equity participation

	Strategic supply agreement breaks down
	Move to next attractive market segment or establish additional strategic supply agreements

	CEEC OEMs slow to change and difficult to excite as to the benefits of the JetFan impeller
	Collaborative R&D program with innovative change-oriented OEMs such as Dell, Gateway, Compaq, Texas Instruments and Toshiba; Focus on high-end applications where cooling performance is a limiting factor on new product development; Collaborative R&D with CPU manufacturers (Intel, AMD) to add influence and evidence to convince OEMs why JetFan impellers will give their products competitive advantage

	Fan manufacturers slow to change and unwilling to cannibalize their existing fan range
	Promote benefits of first-mover advantages to fan manufacturers, in light of non-exclusive nature of strategic alliances; Collaborative R&D with OEMs and CPU manufacturers will influence fan manufacturers - OEMs are their customers; fan manufacturers will want to serve their stated needs. Initial focus on high-end applications leaves fan manufacturers' main high-volume product lines intact.

	Fan manufacturers copycat the JetFan impeller
	Proprietary manufacturing process protected by both PCT patent application and trade secrets; keeping impeller manufacture in-house keeps the manufacturing "secrets" safe. Patent infringement insurance and fighting fund. Contingent fee agreement with IP litigation attorney. High-profile alliances with influential OEMs who deal only with bona fide components may deter copycats


Legal Issues

There are no pending or expected legal issues surrounding JetFan Ltd and the JetFan technology. A patent application is in process for the manufacturing process for JetFan and is expected to be granted during the second half of the 1999 calendar year. The patent protection insurance policy as well as provision for the patent protection fighting fund will enable JetFan Ltd to legally fight any challenges to the patent.

Financial Assumptions

Revenue

We have modeled revenue for our launch market - Compact electronic equipment cooling has been modeled. The other major markets identified will be the subject of separate analysis. The table below shows market size, market growth and market share estimates as well as pricing assumptions:

	 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Market size
	$406M
	$508M
	$559M
	$609M
	$652M

	Market growth
	15.0%
	10.0%
	9.0%
	7.0%
	7.0%

	Penetration
	0.3%
	1.1%
	1.5%
	2.25%
	2.85%

	Units sold
	594,000
	3,474,000
	8,388,000
	13,714,000
	18,587,000

	Revenue
	$2.5M
	$6.2M
	$13.8M
	$20.6M
	$26.OM


Note: Market information supplied by the Gartner Group.

Expenses

A key driver of value has been our gross margin forecasts. Gross margin has been estimated from analysis of comparable plastic and injection molding product manufacturers and has been adjusted to reflect the effect of our price skimming policy. Administration, R&D and Selling & Distribution costs have similarly been estimated from comparable company data, appropriately tailored to reflect the Research & Development plan and Marketing being undertaken by JetFan Ltd. Included in expenses is provision for a patent infringement fighting fund. This provision builds to $1.0 million.

Other

Other major assumptions are in the notes of the financial statements in Appendix 4. They include:

· Financial model assumes a five year horizon with a terminal value calculation 

· All figures are in real, United States Dollars 

· Gross margin and working capital balances based on industry averages. 

· Capital expenditure on plant and tooling based on comparisons with industry data 

· Market size and growth based on information supplied by the Gartner Group and IBIS information services. 

Summary of Financial Results (Expected Scenario)

	 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Sales
	$1.1 M
	$6.2M
	$13.8M
	$20.6M
	$26.OM

	Gross Margin
	$0.49M
	$2.64M
	$5.8M
	$8.OM
	$9.9M

	%
	43%
	43%
	42%
	39%
	38%

	EBITDA
	-$1.OM
	$0.89M
	$3.3M
	$47M
	$5.9M

	%
	-90%
	14%
	24%
	23%
	23%

	EBIT
	-$1.1 M
	$0.81 M
	$3.1 M
	$4.6M
	$5.7M

	%
	-96%
	13%
	23%
	22%
	22%

	NPAT
	-$0.69M
	$0.47M
	$1.9M
	$2.8M
	$3.6M

	%
	-61%
	7.67%
	13.6%
	13.6%
	13.7%

	Cash balance
	$.62M
	$0.59M
	$1.1 M
	$1.2M
	$2.3M


Set out below is a summary of the value of JetFan Ltd. plus a summary of the returns to a new equity investor :

	 
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	 
	$'000
	$'000
	$'000
	$'000
	$'000
	$'000

	Operating cashflows
	 
	-1,019
	890
	3,298
	4,724
	5,906

	Financing/ Investing cashflow
	-660
	-563
	-1,064
	-1,783
	-3,639
	34,806

	Cashflow to Equity holders
	-660
	-1,582
	-174
	1,515
	1,084
	40,713

	Value of Jet Fan Ltd
	6,525
	 
	 
	 
	 
	 

	Cashflows to new investor
	-2,500
	0
	0
	383
	383
	16,364

	IRR %
	48%
	 
	 
	 
	 
	 

	NPV of Investment
	782
	 
	 
	 
	 
	 


The value of the business has been based on cash flows available to equity holders, discounted at a 40% real, post tax cost of equity. Included in these cash flows is the assumption that the business is sold at the end of year 5. The terminal value for the business (net of debt) has been estimated as $38 million and is based on a terminal earnings multiple of 7 times EBIT. This is conservative given that there is forecast growth potential remaining past year 5, both in the CEEC market and other follow-on markets.

Detailed Financial forecasts include profit and loss, balance sheet and cash flow information, together with valuation data. These are included in the Financial Forecast, Appendix 4. Below is a sensitivity analysis table outlining the effect on the EBIT as a percentage change in the following key variables.

	Years
	Current $'000
	Sales Price
	Gross Margin
	Market growth
	Overhead expenses

	 
	 
	Decrease by 20%
	Decrease by 20%
	Decreased by 50%
	Increase by 20%

	 
	$'000
	$'000
	$'000
	$'000
	$'000

	Year 1
	-1,078
	-1,170
	-1,117
	-1,046
	-1,315

	Year 2
	814
	310
	361
	513
	564

	Year 3
	3,137
	2,238
	2,135
	2,375
	2,850

	Year 4
	4,563
	3,309
	3,119
	3,231
	4,147

	Year 5
	5,740
	4,179
	3,928
	3,854
	5,214


Worst Case / Best Case Analysis In order to provide a further indication of sensitivities of the business, set out below is an analysis of the best and worst case scenario. The worst case scenario is modeled as 50% of revenue, with savings of only 33% of R&D and 33% of marketing expenses. The best case scenario assumes a more rapid market penetration at double the current rate.

	Effect on EBIT $'000
	Year
	Best Case
	Worst Case

	 
	Year 1
	617
	-1,016

	 
	Year 2
	3,217
	-102

	 
	Year 3
	7,486
	1,167

	 
	Year 4
	10,688
	1,841

	 
	Year 5
	13,392
	2,324


Ask and Offer

JetFan Ltd is seeking an investor to provide $2.5 million to fund the initial plant and working capital. In return the Investor will receive from JetFan:

· 38% of the ordinary equity of Jet Fan Ltd 

· At least two seats on the board of JetFan Ltd 

· An internal rate of return of 48% 

· Performance contract with the management team 

Exit Strategy

In year five JetFan Ltd will represent a substantial manufacturing company with manufacturing plants on three continents, and product development and market divisions. The company will have revenues in excess of $26 million and will be a substantial industry player. In terms of realization of the investment, there are a number of possible paths.

JetFan Ltd will be ideally placed to be acquired by a fan manufacturer who wishes to exploit the technology further. Additionally, there may be a number of strategic investors in the other launch markets, who have observed the JetFan technologies' potential (in heating, cooling & ventilation or consumer products) who may seek to gain access to the technology by acquiring JetFan Ltd.

In addition, there exists the possibility of the sale of equity via a private placement to a direct equity fund seeking a growth investment in the manufacturing sector or via a public offering.

Conclusion

The JetFan impeller is set to become the new industry standard fan impeller. The product benefits are significant and undeniable, and the applications immense. With a focused and experienced management team behind the talented R&D team, JetFan Ltd is well-positioned to make the JetFan Revolution a reality. The technology is ready. The management team is ready. Are you? We look forward to discussing the investment opportunity with you in greater detail, and to you becoming a key player in the JetFan Revolution.

