SCHEDULE 4.1
CARIBBEAN AND AFRICAN RADIO NETWORK

REVENUE ASSUMPTIONS

FINANCIAL ASSUMPTIONS

The following assumptions were made in the preparation of these financial forecasts.

KEY ASSUMPTIONS

· During the pre-broadcasting phase and the first year, the hiring of staff will be modified depending on the need.  Salaries reflect only partial full time costs for most positions while the pre- broadcasting phase is ongoing.  Employee benefits have been projected at 12% of salaries.

· Commission sales staff will be remunerated at 12% of total local spot advertising.

· Paid programming rates will be based on existing rates charged to similar groups within target market.  

· Agency fee for national advertisement is projected to be 15%.  National advertisement estimated to be 15% of total spot advertisement.

· Second and third year jump in sales is expected due to market acceptance and increase listenership. 

Corporate Tax Rate

Corporate tax rates estimated to be 40%.

Inflation Rate

Inflation is estimated to be around 5% for most expenses.  

SCHEDULE 4.1 CONTD
CARIBBEAN AND AFRICAN RADIO NETWORK
SOURCE OF ADVERTISING REVENUES

Spot Advertising Inventory

The general knowledge in the industry is that there is a significant demand for advertising airtime by advertisers of all sizes and product interest for the Toronto marketplace.  CRTC data indicates that the average growth rate in local time advertisement sales over the last four years is 6.7%.   CARN anticipate that the pressure on available inventory will continue particularly in our target market given the severe lack of available and affordable airtime.

Recent market research has shown that the potential to achieve up to 55% sellout of available inventory, as a minimum, is one that could be expected by entering the Toronto radio market.  This was the expectation of Flow 93.5 when it commenced in 2000.  Airtime inventory estimates for CARN assumes a significantly lower sellout rate averaging only 15% in the first year.  We are projecting a very competitive spot rate that will remain stable for the first two years in order to increase the percentage of spots sold.  By alternating the change in spot rates charged and the expected sell out rate we are projecting an increase in total spot advertisement revenue of 24% in year two and year three gradually declining to around 9% in year seven.

This is very conservative. Our main advertisers will come from the retail sector and mostly from local community businesses.  We expect a larger dollar volume, however, to come from major advertisers seeking an appropriate medium to reach their target market.  These include but are not limited to large national accounts as well as established foreign businesses targeting the Caribbean and African market.  

A significant amount of advertising dollars are currently being placed in the very vibrant community’s print media and to a much lesser extent, the available radio stations focusing on these communities.  It is also relevant to note that these papers are free to the public.  We expect to supplement the print media by providing affordable airtime to community businesses who want to complement their current print advertisement campaign with the more vibrant radio spots on CARN.  As a result we anticipate that there will be a significant increase in new advertising dollars to our targeted market once the medium is provided for advertisers to reach this growing marketplace.

It is envisioned that CARN will attract existing advertisement from the few community radio stations that currently have very limited programming for the Caribbean and African communities.  CARN aims to become a major recognizable source for programming to these two markets.  There is a large untapped market that is still waiting for the right station to provide the expected programming before they become involve as advertisers.  This is based on formal and informal marketing analysis of both communities.  

INTERNATIONAL CORPORATE SPONSORS AND TOURISM PROMOTIONS

Foreign based companies and governments with substantial resources have expressed interest in sponsoring major planned programs such as cricket broadcasting, daily news from the Caribbean and African regions and special live coverage of festivals such as Caribana, Afro Pan Jazz festival among others. .   The Caribbean islands’ respective tourist boards are anxious to channel a significant potion of their promotional and advertisement budget through CARN as the voice of the region.     Possible advertisers have already expressed serious commitment to purchasing significant blocks of available airtime. Examples include the various tourist boards of the Caribbean countries, specialty food distributors, remittance services and distillers.
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We are prepared to start with these conservative estimates and build our revenue base from here onward.

PAID PROGRAMMING

CARN will operate as a hybrid commercial station with regards to the source of revenue.  While advertisement is the main source of revenue, we will be responding to the needs of certain segments of our community who desires to produce their own programming.  We envision approximately seventeen hours per week of paid programming at a average charge of $340 per hour.  Revenue from paid programming represents 27% of net revenue from all sources in the first year declining to 14% by year six as spot advertisement gradually increases.  
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