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ROCKET SUMMARY

This business plan outlines a proposed project of acquiring a winery in the turnkey estate
model. Using cash equity to finance operations, Turnkey Vineyards will immediately
pursue activities relating to the creation, promotion, and sale of wine. The plan is written
using the Lodi American Viticulture Area (AVA; VA) as the base example. Below is a
brief summary highlighting, in order of timing, the core fundamentals of the project.

e Funding acquired (Institutional and Investor)

e Property retained and key personnel hired

e Proceed with first vintage on leased equipment and excess storage space and a
corresponding facility (dependant on acquisition of property)

e Construction of production facility

e Aggressively pursue international contracts through formed partnerships; push

into the Japanese market with western brand, exclusive relationship. Push into

Mexico with partnerships formed from resort alliances.

Continue with next vintage

Construction of reception facility

Open for business

Remainder of open product to domestic market

Capital recovery, cash flows, and income as stated

Funding must be provided if the proposed project is to move along the selected and stated
paths. Cash flows and generalized margins will be realized only if the plan is followed as
laid out. Any changes that arise will be aggressively met and compensated for.

Expected international contracts will be the primary focus for the short term. Provided
partnerships are formed, expected cash flows should continue indefinitely allowing for
Turnkey Vineyards to achieve full amortization of debt within 10 to 15 years after
funding is granted.
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BUSINESS DESCRIPTION

This proposal was created out of my own self interest of being a vineyard and winery
proprietor. Although | have been heavily involved in the technology sector for many
years, | have honed my management, budgetary, and responsibility skills. In fact, | have
been in charge of managing multi-million dollar software projects and have been given
responsibilities such that any mistake in operations could have resulted in the loss of tens
of millions of dollars. | am continually driven to succeed.

The proposed winery will be located to the eastern side of the Lodi appellation, where
during the summers, the hot, central valley ripens the grapes during the day and the cool
breezes from the westerly delta cool the grapes at night, preventing them from raisining
early. These simple fluctuations in temperature, plus the fertile soils of the San Joaquin
valley floor, provide an ability to produce wines of the utmost quality, to which few
wineries of the region have chosen to exploit.

The Lodi region is currently home to 51 individual wineries including the recently
announced Woodbridge facilities for Robert Mondovi Wineries*. The majority of these
wineries concentrate on several varietals, including Chenin Blanc, Sauvignon Blanc, and
Chardonnay for white; while reds include Cabernet Sauvignon, Merlot, Cabernet Franc
and Zinfandel. In fact, 95% of all “White-Zin” based Zinfandel grapes, sold throughout
the domestic market, come from the Lodi Appellation. Based on current market data as
well as the expected growth in the wine industry, it is expected that significant growth in
wine tourism, production, and sales will occur over the next 10 years in Lodi.

It has been shown that as consumers become older and grow more sophisticated about
wine, they tend to gravitate towards higher quality wines. Just as important, international
exports for “New-World” wines into countries such as Japan and Mexico are also
expected to grow at double digit rates. “New-World” wines are wines developed in
countries outside of the European base, such as the United States and Australia.

Turnkey Vineyards winery is currently in the proposal stages, but initial production plans,
growth strategies, financial estimates, and marketing plans have been established. The
project will at first, only produce high quality Zinfandel wines, completely estate bottled,
with a production target of a 6000 cases based solely on an acquired 30-acre (approx)
turnkey estate. Later, the winery will plant or purchase accompanying varietals to
produce different styles and blends, further diversifying product lines.

These varietals include Syrah (Rhone style), Petite Syrah, Mourvedre, Grenache
(Chateauneuf du Pape style), and VVoigner (blending grape). Case production for the
winery project will hold at no more than 6000 cases. Six thousand cases maximizes the
Return on Investment (ROI) while also providing a limited supply of quality wine,
thereby providing for a potential market demand and forcing loyal consumers to return
year after year. Additionally, the increased demand provides for price inelasticity which
will produce a profit, scalable to the consumer.
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Abstract - The Turnkey Estate Model

The acquisition of a turnkey estate is critical to the success of the proposal. Included in
the turnkey will be the Plant, Property, and Equipment (PPE) and working vineyards.
Financial models have been designed to accommodate an estate, to which, there are about
100 for sale in California at any given time. These estates reside in every major VA
within the boundaries of California. Projected profits and amortizations are given in the
Appendix. Varietals are dependant on the estate purchased, but for simplicities sake,
Zinfandel is used as the model fruit for the proposal.

Abstract - The Product

Starting in Year 2, Turnkey Vineyards will be offering a single vineyard-branded
Zinfandel, estate bottled. This Zinfandel will be designed for its complexity and long
finish time. Preferable nuisances of spice, chocolate, and vanilla (provided by the extra
American oak aging) will give the wine legs to run on, and time to last; this of course, is
based on the quality of the fruit produced. Projected consumption of the wine will be
from the first year of sales through a 6 or 7 year life span to reach maximum opulence. It
is critically important that the product produced be “drinkable” within the first 18 months
after release, since this is when 95% of all wine consumption occurs after purchase. It is
hoped that eventually, wine trends will move away from the “fruit bomb” style and into a
more refined, complex, and elegant taste standard. Turnkey Vineyards will match the
trend as it occurs.

Future diversification of additional vineyards and varietals will provide for a wider scope
and array of wines to choose from. Wines that will age for 15 to 20 years (Syrah-based),
early consumption wines (some Zinfandels), complex wines (Zinfandel, Petite Syrah, and
Grenache blends), and balanced wines (Chateauneuf du Pape clones) will eventually
become standard offerings of Turnkey Vineyards.

Unfortunately, no white wines are projected to be offered by Turnkey Vineyards during
the initial onset of the project. Whites will be offered only when it becomes financially
feasible for the winery to do so.

Abstract - Revenue Objectives

Revenue objectives target operational cash flows beginning in year 2 (based on a Year 0,
year 1, and year 2 annual calendars) and continuing hence forth.

Turnkey Vineyards cannot be expected to sell out of open product the first year (year 2)
of operations. Projected revenue for Year 2 suggests only 50% total open stock sales of
wine.
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All cash flows are projected based on overlaying fractional sales on a year to year basis.
Please see the section titled “Expected Sales Volume.”

Abstract - Plan of Operations

The proposed winery will hand harvest Zinfandel grapes from an acquired 30-acre
vineyard. All transportation, leasing, and equipment rental costs will be provided for by
the winery.

Sample year 1: The first year of operation will concede hand harvested grapes to bins
that will be loaded onto a flatbed truck. The trucks will transport the grapes to equipment
at the production facility, located on the property. It is assumed that the facility will have
excess capacity for a 6000 case production line (or approx 120 tones of fruit) and that the
equipment for wine generation is in workable condition. When the flatbeds arrive, the
grapes will be transferred to a conveyer belt by forklift where workers will remove any
rotten or unripe grapes. The grapes will then go into the crusher/destemmer that rests on
top of the stainless steel fermentation vat. The red grapes will ferment for 5 to 12 days
depending on temperature and desired alcohol content. Once fermentation is complete,
the free run wine will be pumped out of the stainless steel tanks and placed into new and
used American Oak barrels for aging (a preliminary ration of 25% new to used). The
must will be pumped into the press, and the pressed wine will then be pumped into new
American Oak barrels for aging. The wines will age in barrel for 18 months and be
racked twice. Wines will then be pumped out of barrel and run through the bottling line.
Turnkey Vineyards will NOT filter the wine since filtering may remove some “character”
out of the wine profile. After entering the bottling line, the wine will be bottled, corked,
capsules will be applied and labels added. Workers will take the finished wine off the
bottling line and place the bottles into cases where it will age for another 6 months prior
to release, lessening the “bottle shock” that some wines may face as well as further
adding complexity to the wine. Therefore, the wine process, from harvest to bottle to
market may take up to 24 months.

Sample Year 2 (Construction activities, if needed): After the harvest and wine making
process in year 1 and before harvest in year 2, construction of Turnkey Vineyards tasting
room may commence. Permitting will occur before the harvest in year 1 with local, state,
and federal permits obtained. Towards the end of year 1, architects will be contracted to
produce a building capable of storing two vintages of wine in case at a time and
accommodate reception areas, such as banquet rooms and a general tasting room. Since
the building is not necessarily complex in its overall layout, it is estimated that the hired
general contractor will be able to finish the building before the year 2 harvest points,
sometime in late August, early September. Any movement of product between facilities
will occur at night to minimize heat of the day and traffic congestion.

Year 2 Harvest: This harvest will be the same process as Year 1.

Note: This is a hypothetical scenario and is dependant of the capabilities of the acquired
turnkey estate.
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Abstract - Competitive Advantage

Competitive advantage occurs in two areas (1) International sales and (2) Information
Technology.

International Sales — At the onset, Turnkey Vineyards will aggressively market to
international distributors under the “small premium winery” label. Specifically, two
countries will be targeted based on Standard & Poor’s assessments of their growing
economies and expected growth in “new world” wine sales. Those countries are in the
order of importance (1) Japan, and (2) Mexico. The first country targeted, Japan, will be
approached with a “second label” campaign based on test group studies. Details of this
marketing strategy are listed under the section ‘Marketing.”

Note: Localized Lodi-appellation wineries compete for domestic sales, incumbent to the
general area of Northern California. For these reasons and the obscurity of the Lodi
appellation on an international recognition basis, Turnkey Vineyard will hold an
additional competitive advantage in the Japanese arena.

Mexico will retain the Americanized label, default to the winery. This is done for two
reasons. The first is such that Mexico is a close neighbor to the US and premium
American wine should only be available to the “elite” and tourist centers of the country.
Since most tourist centers are designed and catered to westerners, it is assured that
premium American wine from the Lodi region be available.

Distributors and partners from the target countries will be courted by sales and marketing
with an aggressive approach, demonstrating the in-barrel tasting and customer
propositions. Contracts signed will most likely be on an annual base until consist quality
can be assured at which time, multi-year contracts (3 or more years) will be aggressively
fought for.

Finally, a premium price point will be negotiated with all international sales. This price
point supports the ideal of a luxury, small estate wine imported to a New-World country.
The price point will be higher internationally, than the domestic sales price.

Information Technology — The information technology (IT) component for the winery
will be completely leveraged by the owner / general manager Matt Powell. Matt has
several years experience writing computer code, automating processes, identification of
business systems, and developing as well as managing software projects in the IT field.
For these reasons, all labor costs regarding IT / Web Sales and automation of the winery
will not be included in general financial calculations since Matt will be performing all
computer work. Matt has tremendous experience in the Open Source technology sector
and plans to implement software based on the open source model will again further save
software and IT costs since open source is licensed under the General Public License for
freely distributed software code. Additionally, Matt has worked with several different
geographies throughout the past several years, including Asia and associated areas such
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as Taiwan, and the Americas (Mexico, Costa Rica) and is familiar with traditions,
customers, methods of presentation and contact. This presents an opportunity to further
reduce projected budget outlays for the project as well as making international
distribution negations easier, potential being a competitive advantage.

These two levers will provide Turnkey Vineyards with a competitive advantage in
technology leadership, cost savings, and multi-year international sales which will drive
the business and further the early solvency of the winery itself.

THE MARKET

Summary of Wine industry

The wine making industry from a small (10,000 or less case production annually) to a
medium (10,001 to 15,000 case production annually) winery is a capital intensive, very
competitive, and growing in the United States at a moderate rate. In fact, according to
the Wine Institute of California* the overall consumption per capita within the bounds of
the United States is expected to surpass the French in 2008. For California, a hub of the
wine industry for many years, expected growth is projected to be approximately 3%
annually over the next decade. Outside expensive regions such as Napa, the average
small winery startup costs over $4 Million on an average, while in Napa alone, it can
exceed $10 to $15 Million for the same-sized operation. Startups traditionally require
approx 4 to 5 years before full production of reasonable quality wine can commence. A
medium sized winery of 30 acres will produce, through an average yield of 4 metric tones
per acre, over 6000 cases for retail sales.

The average California-based Winery sells four different varietals with Cabernet
Sauvignon being the most popular. Next follows Chardonnay (White Grape), Merlot
(Red Grape), and blush (also known as “White Zinfandel” or “Rosé”). According to
Standard and Poor’s estimates, the top five winemakers in 2003 accounted for approx
73% of wine category by volume with industry leader, E.& J. Gallo Winery maintaining
an approximate 28% of domestic table wine unit case sales and Constellation Brands Inc
following a close second.

Table wines are the most popular and the fastest growing segment of classified wine in
the United States. They contain, on average, 7% to 14% alcohol by volume and are
traditionally consumed with food. Domestically produced table wines account for
approximately two-thirds total US consumption.

New world wines (imported from other new world countries, such as Australia and Chile)
accounted for an approximate 10% increase in sales for 2003.

Table wines that retail at less than $3.00 per 750 milliliter (ml) bottle are generically
considered to be generic or “jug” wines, while those that retail at $3.00 or more are
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considered premium wines. The premium category can further be broken into four sub
categories:

Popular Premium — price points between $3.00 and $7.00 per 750ml
Super Premium — price points between $7.01 and $14.00 per 750ml
Ultra Premium — price points between $14.01 and $28.00 per 750ml
Luxury — price points greater than $28.01 per 750ml

el N =

Turnkey Vineyards is expected to reach full production by 2008 with at lease one varietal
of an Ultra Premium priced wine;

Again: total case production is expected at 6000 (plus or minus a few hundred cases).
The biggest challenges facing the winery can be broken down into four distinct areas:

e Finding an appropriate “already producing” turnkey estate that meets proposed
requirements

o Capitalization of vineyard, such as potential tasting room construction (if needed),
equipment acquisition, and distributor recognition

e Penetration into international markets

o Establishing brand based on pre-existing market trends

As indicated previously, Turnkey Vineyards overcomes these barriers based on effective
cost control, effective planning, and effective marketing.

Market Potential / Growth Rate

Domestic Wine Sales

The total domestic wine sales in 2003 were approx $22 Billion. Although classified as a
mature market, domestic wine industry sales are expected to grow by an average of 3%

annually topping more than $26 Billion by 2009. This is primarily due to an ever
increasing change in demographics.

10
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Wine Industry Sales Forecast (3% growth)

27.00 -
26.00
25.00 1
24.00
Billions 23.00 1
22.00 1
21.00 1
20.00 1
19.00 -

B Total Sales

2003 2004 2005 2006 2007 2008 2009

Year

International Market Growth

According to Standard & Poor’s, the per capita wine consumption in Japan has increased
over the last 10 years, but at 2.5 liters is still below the world average of 3.6 liters, which
suggests significant growth opportunities. With imported wine volumes of about 18
million cases in 2003, versus 60.7 million cases in the United States, Japan’s imported
wine market is just emerging. Despite a 4% drop in imported wine consumption in 2003,
US wines increased volumes in this market by 20%, and are now the third largest import
country. Indications are that the Japanese market, with its rising demand for New World
wines, improving economy, deregulation of alcoholic retailing, retail consolidation, and
changing tastes, presents a significant growth opportunity for Turnkey Vineyards.

Competitor Analysis

The wine industry is highly fragmented and very competitive. A small to midsized
premium winery can expect competition at the local, domestic and international levels.
However, most wineries in the Lodi appellation are insulated from major competition
simply to the “relative obscurity” of central valley based wineries. Most competition
comes at the local level with several wineries generating most sales revenue from tasting
tours and mailing list customers. Also, several retail grocery chains, exclusive to the San
Joaquin valley, such as Nugget* Markets Inc have made obligations to local Lodi-based
wineries to carry product. Therefore, Turnkey Vineyards expects most direct competition
to be localized. Indirect competition will occur in the international market where the
relative obscurity of Lodi may provide not only a competitive advantage but market entry
as well.

Recent increases in domestic wine sales and the forecasted growth in the premium price
point segment have enabled wineries to expand volume and product offerings. Due to the
expected growth of the higher-end wines and the relative affordability of this price point
has given a number of producers the ability to move up the quality ladder into the

11
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premium market segment where the profit margins are larger and are often coupled with
double digit growth rates, provided the wine offered is of a quality based nature.

The competitors

A complete listing of Lodi wineries is available on the Lodi-wine website which hosts the
Lodi-wine visitor’s center. The website is at http://www.lodiwine.com. Further
information of each wineries produce mix, production volume, year founded, and
principals is available from the Wines & Vines annual Buyer’s Guide. Finally, a map of
the direct Lodi region is attached in Appendix B. This map shows the relative locations
of some of the Lodi appellations best known wineries, including WoodBridge* by Robert
Mondavi*.

General description of competitors

At the opening of operations, the Lodi-based proposed winery will produce high quality
Zinfandel. Further varietals will be added as additional working vineyards are
incorporated. The distribution strategy stipulates that the majority of the wine is sold
internationally through exclusive distributor contracts and partnerships. Turnkey
Vineyards believes at least 20% to 30% of the open stock to be under contract for the first
year as “futures” with an estimated 40% open stock under international contract by year 5
of sellable product. The winery expects to retain some product for the domestic market.
However, being in limited supply domestically will allow for price inelasticity and
maximized domestic demand will help to set the price of the wines produced. Therefore,
localized selling through mailing list, tasting room, and restaurant contracts will provide
for finalized liquidation of vintage.

In 2004, there were 51 Lodi-based wineries with several regional wineries boarding the
Lodi appellation such as Sacramento to the North and Stockton to the South. Several of
the Lodi wineries are considered major manufacturing houses and are therefore
eliminated as competitors since production is scaled well above projected Turnkey
Vineyards expected gross output.

Chardonnay] Zinfandel ] Merlot | Cabernet |Sauvignon] Red White
Sauvignon] Blanc |[Meritage| Meritage
Price

High $30.00 $28.00 | $20.00 | $32.00 $17.00 | $26.00 | $26.00
Low $7.00 $11.00 | $8.00 @ $11.00 $6.00 | $18.00 | $18.00
Number of wineries

sampled 5 7 3 3 3 2 2

12
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MARKETING PLANS
Target Market Segment and Demographic Trends

The target market segments are three fold; first, the international markets, specifically
Japan and Mexico will be aggressively sought and contracts formed on the basis of
partnerships. Second, the baby boomer segment is approaching retirement age in the
coming decade. And third, the new age “Generation Y,” aged 25 to 28 segments will
provide the final component to market segment strategy.

International Markets — Japan and Mexico. Japan provides a unique opportunity,
primarily due to the increasing Japanese economy and the forecasted increase in “New
World” wine consumption within the next 10 years. The forecasted increase in
economic recovery is expected to exceed more than 11% by Standard & Poor’s Industry
analysis of Food and Alcoholic beverages. Moreover, the Japanese tend to favor western
brands and “New World” wines, which Turnkey Vineyards falls under, are gaining in
popularity within the country. As a result, the Japanese market segment is the primary
target for the project. Mexico presents a differing challenge, but can be acquired through
contracts with the “Dons” of the Mexican resort chains, specifically aligned along the
coast of Baja California and southward along the Mexican coast line as well as along the
eastern shore up through Cancun. Since the resorts primarily cater to wealthy westerners
from the United States, Asiatic countries, and Europe, a western brand of exclusivity will
be promoted.

Baby Boomers — Over the next decade, the age grouping for 55+ will explode due the
aging baby boomer segment. Research has shown that the primary drink of choice for
ages 55 to 68 is wine. Additionally, this segment will be retiring with a larger bank
account, having saved money after many decades of work. As a result of the predicted
increase in this segment, the expected growth for domestic wine consumption will grow
above the ultra premium range wines, priced from approx $14 to $28.

Generation Y — This segment demands more of a unique approach, simply because, the
youth expected in this age range is more sophisticated than previous generations. No
longer is beer a drink of choice among sophisticated youth, rather, wine is the preferred
drink, especially for educated (college graduate) young professionals immediately hired
into the work force. It is estimated that over the next decade, there will be a 20% to 30%
shortage in skilled labor. Therefore, the probability of educated graduates obtaining work
directly out of college is high and hence, more spending will occur simply due to the
fiscal irresponsibility of this segment and its immediate wealth.

Expected Product(s)
Varietals

At the onset, Turnkey Vineyards will produce a handcrafted, high quality Zinfandel that
will be used as the flagship for the winery. It is expected that two versions of Zinfandel

13
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will be initially produced, one from “Old Vines” (age greater 20+ years) and the other
from Zinfandel juveniles (ages between 5 and 20 years). Each classified Zinfandel will
be “Single Vineyard,” that is, each source of fruit will be from a single, named (an ID to
be created) vineyard source. All fruit will be retained from the Lodi VA as per FBAT
requirements. Those requirements specify that all fruit must consist of at least 75% fruit
from the VA to carry the Lodi appellation label.

Additionally, to be claimed as a “Zinfandel,” at least 85% of the fruit that makes up the
wine, must be Zinfandel based. Turnkey Vineyards will comply with these requirements
to produce an estate-bottled “Old-Vine Zinfandel of Lodi” (85% Old Vine Zinfandel fruit
required plus 75% of fruit acquired from the Lodi Appellation) and an estate-bottled
“Zinfandel of Lodi” (with the same requirements as above). Zinfandel thrives in the hot
San Joaquin climate and is expected to produce high-quality fruit based on farming
practices, climate and terrior conditions found in the Lodi AVA.

At points further in the future of Turnkey Vineyards, product diversification will
commence with additional varietals added which may include a Chardonnay, Chenin
Blanc, Merlot, a “White” and a “Red” Meritage (‘Meritage’ is a proprietary blend of
different varietals), again based on financial feasibility.

Expected production

Turnkey Vineyards winery will target a 6,000 case production run for Year 2 (Year 0’s
first harvest) and for subsequent years, with production never exceeding more than 9,250
cases for total offerings; hence, retaining “Small” or “Boutique” winery status. (Note:
exact annual production volumes are affected by the size of the stainless steel
fermentation vats used to ferment the different varietals. Wines foam during
fermentation and it is assumed that wine volume will increase by approx 25 percent
during the fermentation process (Vine, 1997).)

This table represents the potential addition of varietals to the wineries offerings.

Note: The financial prospectus ONLY represents a single vineyard of 30 acres with
product offerings averaging $22.00 per bottle sold. They do not take into account
any hopeful increase in production output, but rather examine cash flows from a
stable output.

Varietals Year2 Year3 Year4 Year5 Year6
“Old-Vine” Zinfandel 2000 | 2000 | 2000 2000 2000
Zinfandel 4000 | 4000 | 4000 4000 4000
Petite Syrah (potential) | N/A N/A 300 300 300
Merlot (potential) N/A N/A 500 500 500
Chardonnay (potential) | N/A N/A 1000 1000 1000
Chenin Blanc (potential) | N/A N/A 300 300 300

Totals 6000 6000  8100+/- 8100+/- 8100+/-
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Expected Sales Volumes

Up until the advent of Internet commerce, the selling of wine was a semi-annual business
with the bulk of the sales volumes in the spring and fall with small lots available
throughout the year. However, in recent years, due to more efficient storing and
manufacturing procedures, wine has become more available to the consumer on almost a
yearly basis. Wineries typically leave their tasting rooms open year-round with hours
primarily focused towards the end of the work week and on the subsequent weekends.
Additionally, sales channels, such as Internet commerce and direct selling to the public
have also set the rates for sales volumes throughout the year.

The table below provides an estimated percentage per monthly basis volume of expected
sales.

Estimated Monthly Sales volume

Month % Sales Volume
January 3%
February 4%

March 9%

April 14%

May 17%
June 10%
July 6%

August 4%

September 10%
October 8%
November 4%
December 3%
Promotional Withheld 8%
Total 100%

The next table below offers an expected total percentage of sales per vintage starting in
Year 2 of operations. Notice the debut vintage is expected to sell out of only 50% for
Year 2, with the rest of the vintage selling over the course of two years after. Also note,
that 8% of the vintage is withheld for promotional purposes, therefore allowing only 92%
total availability of cases to be sold through the various channels. Additionally, it is
expected that as the reputation of Turnkey Vineyards grows, a general reduction in
promotional withheld product will occur thereby allowing for greater revenue from sales.

Estimated Total Percentage Sales Annually
Vintage Year2 (‘07) Year3 Year4 Year5 Year6 Year7 Total

2005 50% 30% 13% 92%
2006 65% 30% 2% 92%
2007 75% 17% 92%
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2008 85% 7% 92%
2009 90% 2% 92%
2010 95% | 95%

Channel Distribution of sales

The first and most preferred wine marketing channel is direct sales to customers. Direct
sales to customer yield retail prices for the wines while omitting the distributor and

related discounts as such. However, due to the marketing direction for international sales,
distributor contracts are a necessity. The discounts provided will be compensated in the
international price premium Turnkey Vineyards expects to collect. Domestic sales will
occur through the Internet sales channel (Online storefront), local restaurant referrals, and
tasting room operation.

Turnkey Vineyards expects the bulk of open wine stock to be sold on an international
level leaving and estimated 50+% available to the domestic market.

Specific channel information

International sales — Distributor contracts: Turnkey Vineyards will concentrate on two
countries of choice in the following order (1) Japan and (2) Mexico (resort regions).
Further exploration of additional international sales will coincide as ramp up occurs.
China is an example for exploration. Due to the nature of internationalization including
global export / import restrictions, travel expenses, exchange rates, and political
environment, Turnkey Vineyards will specifically seek out representatives of
international distributors for the above mentioned countries. Reputable distributors will
be used with the hopes of additional contact information.

Direct Sales to Consumer: Turnkey Vineyards will use competitive advantage in IT
technology to construct a user website with backend database tracking accessibility. This
will allow consumers in permitted states to order directly from the winery. Additionally,
tasting room, event participation, restaurant referrals and other local avenues will
generate the remainder of the sales. Note: Recent legislation has opened New York
State for direct to consumer sales. New York is the number 2 wine consumption
state behind California.

The following table demonstrates the expected percentage of sales by channel and does
not include the withheld cases for promotional purposes:

YearO | Year1 | Year2 | Year 3 | Year 4

Number of cases sold 0 0 6000 | 6000 | 8100
International sales 0 0 20% 20% 20%
Domestic Sales: Internet 0 0 15% 25% 35%
Domestic Sales: Tasting (Tourism) 0 0 35% | 35% | 40%
Domestic Sales: Distributor / Restaurant 0 0 30% 20% 5%

Totals N/A N/A | 100% | 100% | 100%
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It is expected that as the number of cases available begins to increase (due to different
varietals) in year 4, the number of shipments made internationally will remain fairly
consistent, but relative to the number of cases available, it appears to be less. Finally,
some sales may be made in Year 1 on a futures basis. This will depend wholly on part of
barrel tastings by distributors and other retailers and are not represented in the prospectus.

Marketing Budget

Turnkey Vineyards will spend approximately $3 per case for marking of wines. This
budget covers the cost of promotional activities, but does not include labor. Marketing
labor requirements are summarized in the plan of operations and included under labor
expense and not marketing expense. In addition to the $3 per case figure, $10,000 is
dedicated to the marketing budget in year one and in year two to cover travel costs
(international promotion) and to create a “splash” demand for the upcoming Turnkey
Vineyards Wines as a future, exclusive release.

Branding

Wine Label

A professional graphics artist will be hired to design the different labels for Turnkey
Vineyards. A “Dragon” motif / theme will be the brand string for which any and all
information about Turnkey Vineyards will be released. The label will consist of the
name of the winery (“Turnkey Vineyard”), where it was bottled and how (“estate-bottled
in Lodi”), alcohol content (“Alc 16%”), the type of wine (“Old-vine Zinfandel”), the
name of the vineyard the fruit is primary sourced from (“DragonFire Vineyard”) and the
vintage information (“2005”’). Below are two sets of hypothetical labels that carry the
dragon motif. The finalized label may or may not be similar to the representations below.

SAMPLE LABELS - Do not replicate

<INSERT SAMPLE LABELS HERE>
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Internationally different labels

Part of the strategy to enter into foreign markets is to specifically design a label for the
country of choice. For Turnkey Vineyards, a label designed specifically for the Japanese
market will be added to all open wine stock designated under contract for the Japanese
consumer. It is believed that having a design specific to a global consumer, in this case,
the Japanese, will lessen the barrier to entry and establish a unique brand for the growing
Japanese economy. For tier 2 and tier 3 countries, such as Mexico (Tier 2), the default
domestic label will be retained.

This is done for two very specific reasons. First, the target markets in Mexico are
Americans on vacation and wealthy Americans. They will be most familiar with an
American label of wine found at a vacation resort rather than in the Mexican interior.
Second, there are costs associated with label design, operations, and schedules that may
prohibit more than “one country” extra label.

Bottles

There are many different types of bottles to choose from, some are designated for
particular varietals while others are more of a generic “Bordeaux” type with varying
shoulder heights. Bottles are available in many different glasses and colors with Antique
Green being the most popular. Turnkey Vineyards will focus on Bottles of a
“Burgundian” flair. While not true Pinot Noir bottles, the design chosen reflects the
“smooth” lines of complexity and represents the nature and feel of Turnkey Vineyards.
The bottle selected has low sloping shoulders and a flaired bevel at the top of the neck.
While this presents less space and puts restrictions of the design of the label, Turnkey
Vineyards feels that the unique style of the bottle outweighs any potential down-ward
effect from smaller labeling. In essence, the style of the bottle adds to the marketing
value. Default bottlings from Turnkey Vineyards will be in the 750 milliliter (ml) size
with additional bottlings of Magnums (1.5L) to follow. Details of the bottle are in
Appendix C

Corks

Turnkey Vineyards will use 2” natural cork (semi-premium) with imprints of the dragon
motif along the body. The website address for the winery and phone number will also be
imprinted

Capsules

Capsules are as important as labels in “finishing” the entire brand image of the wine
bottle. While capsules appear in many different types from Aluminum foil, synthetic, or
wax, Turnkey Vineyards believes that the best strategy is to remain with the “natural”
wine bottle look and select a capsule made of standard foil. Foil capsules are the
traditional and the standard in premium / luxury wines (Hartung, 1999)
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Box

Type of box and number of bottles to include in each box are the final elements of the
packaging decisions. Wines can be packaged in a variety of boxes including: cardboard
twelve bottle cases, cardboard six packs, wooden three packs ... etc. Cardboard twelve
bottle cases are standard in the wine industry and will be used to package Turnkey
Vineyards wine. Under special promotions, events, or wine bottlings, wooden three
packs will be used instead of cardboard.

Additional products

In addition to the basic product of wine, the winery will offer customers of number of
other activities intended to create a “winery experience.” Wine tastings will be provided
on a weekend forecast, such that estimated foot traffic will be calculated and the tasting
room available for maximum times. Educational winery tours will be offered on
weekends to introduce customers to the grape growing and winemaking process.
Collaboration with UC Davis Enology department will help supply needed interns for
labor and help with the educational focus of students. A monthly wine tasting class at
the winery may also be provided. Further entertainment such as harvest and crush parties,
live bands, and BBQ’s will be offered only on special occasions.

Price

Turnkey Vineyards will adopt a Quality / Value position in its pricing strategy. All wines
will be created to invoke a “high quality, medium price point” in an effort to retain future
customers, provide the best possible price / quality ratio, and to demonstrate a reverse-
trend of “overpricing” in the wine industry. Below is a proposed pricing table for
Turnkey Vineyards. The prices were determined by regional competitor analysis,
expected operational and fixed costs, capital recovery intentions, international premium
and an acceptable margin risk.

Retail Bottle Prices

Wine Domestic International
“Qld-Vine” Zinfandel $24.00 $29.00
Zinfandel $20.00 $26.00

Wholesale (distributor) prices will be determined depending on length and type of
contract, but generally wholesale prices are at 2/3 retail and sales made through FOB
prices are often at % retail.

During the competitor analysis, it was noticed that prices in the Lodi VA are significantly
lower than comparable wines from other regions such as Amador, Sonoma, and the
Central Cost. As a result, customers may have become accustomed to lighter, fruiter,
short-lived wines. Domestic customers may not be familiar with stronger, complex wines
for the same value. Consequently, Turnkey Vineyards feels that this may provide an
additional competitive advantage over other local wineries for quality and style alone.
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Increases in prices will be achieved over the long term and will most likely result in (1)
increased product diversification, (2) nominal inflation, and (3) maximized demand for
Turnkey Vineyards products.

Promotion

Turnkey Vineyards will use a combination of advertising, personal selling, sales
promotions, public relations (through the Lodi food and wine association), and other
direct to market tools, communicating the nature of the wine with potential customers.

The proposed winery’s promotion goal will be one of differentiation, and all promotion
activities will help reinforce the wineries premium status. Activities will be targeted at
both the end consumer and middlemen. End consumer promotion events will be intended
to bring customers to the winery (domestically) and refer customers to retail outlets /
restaurants (internationally). Events targeting middlemen will focus on the quality /
value ratio, promote business relationships, and be designed to provide a “unique” winery
feel. Some of these promotions may include special dinners, barrel tastings, and free
samples at the winery for top accounts. The main focus, however, will be to establish a
quality / value reputation throughout the community and to let demand be the sole driver
for sales.

As a result of the promotional activities, a certain percentage of open wine stock will be
used to increase brand awareness, support sales through tastings and events, and be given
away as samples to distributors and/or restaurants. The table below provides a
breakdown of the expected amount of open stock to be used in promotional marketing.

Expected Percentage of Wine used for Marketing use

Promotional Use % Withheld
Pouring / Tasting Room 4%
Given to Staff / Investors 0.5%

Reserved for Library Program 0.5%

Distributor 1.5%

Fairs / Events / Media 1.5%
Total Volume not Sold 8%

Shipping Provider

In an effort to parlay costs, Turnkey Vineyards will select a vendor of choice based on
functional ability to pick up, ship safety, and deliver the wine to it end destination. Many
factors will be evaluated before choosing a domestic shipper. Additionally, shipments
will not be made during the summer months of July and August due to the excessive heat
in the central valley and throughout the country. It is assumed that at some point the
wine shipments at that time will be exposed to extreme changes in temperature which can
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damage or destroy wine. Since it’s in Turnkey Vineyards best interest to retain
customers for future potential sales, the winery cannot run the risk of a “thermally
cooked” bottle of wine to an uneducated end consumer. The consumer may make the
mistake of “blaming” the winery for the cooked product when the true liability may be
with the shipper. Therefore, as stated above, no shipments will occur during the summer
months. Any sales made that require shipping during this time will be shipped to the
consumer at a later, temp-cooler date.

International shipping provider information will be provided for and be the responsibility
of the international distributor. Again, shipments over seas will be out of summer months
unless the distributor can guarantee proper shipment methodologies for perishable goods.

Legal / Taxation regulations

All taxes, including the federal exercise tax, California exercise tax, California Grape tax,
State and federal income taxes and additional miscellaneous taxes, including the
California school tax are accounted for in budgetary analysis. All taxation regulations
will be adhered too under the strictest circumstances.

Environmental regulations and Permitting

Turnkey Vineyards respects the environment at the most basic and fundamental levels
and therefore will adhere rigorsly to the EPA Guidelines for Wineries and Distilleries,
publication ISBN 1 876562 66 8. Any deviation from the outlined regulations will not be
tolerated at any level. Winery permitting, including license and bonding, California
water shed and disposal of containments, and FBAT regulations can be outlined in detail
as requested.

THE ORGANIZATION

Management

Proposed Compensation

Owner — As the owner / general manager, a proposed compensation of $40,000 / per year
for the first three years of the project will be included in the budget proposal. This is the
minimum sustainable funds needed to support the owner’s family. After year 3, any
reasonable profit will be reinvested in capital recovery costs as the primary focus for
solvency for the project. Again, the minimum amount of sustainable funds will be
allocated towards living costs.

Vintner / Winemaker — To ensure a quality vintage for the first two years of the
development cycle, a winemaker / consultant will be hired to guide the winery into
production of its proposed wines. This is the most expensive portion of the key personnel
and is absolutely necessary to ensure a quality product from the onset. It is not
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negotiable. The proposed salary for vintage guidance is approx $60,000 / per vintage
based on experience, references, and previously created wines in the style desired by the
owner. Expected job duties will be to oversee vineyard management, trigger the harvest,
create the crush and fermentation, identify the style desired, and move and rack the
barrels. The winemaker’s obligation to contract will be until each vintage is released for
general sales.

Fruit Grower — additionally, quality of wine begins in the vineyard. A grower with
experience will be hired to manage the vineyards at the winemakers direction. Quality
will be driven into the fruit at the lowest levels. Proposed salary in based on Industry
medians and is approx $40,000 / per growing season.

Turnkey Vineyards Headcount Forecast

Costs associated with headcount are projected in the financials section of the plan. The
temporary workers are considered part time and will represent on a total of 8 weeks work
each vintage season. It is estimated that any additional headcount in future years will be

a result of increased production capabilities including new varietals offered by the winery.

Title Year 0 Year1l Year2 VYear3 | Year4 |
General Manager / Owner 1 1 1 1 1
Winemaker Consultant
Fruit Grower
Cellar Rat (4% annual)
Temp Harvest worker at winery
Temp Bottling worker at winery
Temp Clerical / Shipping
Total Projected Headcount
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Winery and Vineyard Information

Vineyard location, historical information, and future potential

Turnkey Vineyards fruit producing estate and vineyard(s) will be founded in the Lodi VA
approximately 7 miles east of state highway 99, located in the heart of the San Joaquin
Valley of central California and directly east of the San Francisco bay fed delta region.
Size and scope of the Lodi VA

Definition: A Viticultural Area is a delimited grape-growing region distinguishable by

geographic features such as soil, climate, elevation, topography, etc., which distinguish it
from surrounding areas.
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The Lodi VA is one of America’s oldest wine regions (founded in 1855) and the first
appellation to be officially recognized in California. As of November 4, 2002 the size of
this area, known as the Lodi appellation, was expanded by 17% to accommodate a
growing wine reputation and to expand its AVA into several sub-VA’s which are now
becoming home to new wineries.

The originally approved Lodi Viticultural area encompassed approximately 458,000 acres.
The areas that were expanded are to the south and west of the original Viticultural area.
The expansion areas now included contain 93,500 acres with approximately 10,840 acres
of planted wine grapes. The southern addition totals 66,000 acres, with 5,600 vineyard
acres. These lines form the southern expansion’s boundaries and are outlined by the
Calaveras River, the San Joaquin-Stanislaus County line, State Route 4, and Interstate 5.
The southern expansion also contains the Linden area.

The western addition included 27,500 acres, with 5,240 acres planted in vines. The
western expansion area’s boundaries are formed by Eight Mile Road west of Interstate 5,
Bishop Cut, a line drawn through the delta’s sloughs and islands, and another through the
meandering Mokelumne River to its intersection with the original western boundary at
the Sacramento County line.

All areas of the Lodi AVA experience 210-day growing season for the fruit. Lodi is
home to number one growing region for Zinfandel grapes. In fact, 95% of the Zinfandel
grapes for “White-Zinfandel” styles of wines sold throughout the country are from the
Lodi AVA. Throughout the year, the Lodi region experiences a Mediterranean climate
anchored by the extreme hot summers of the San Joaquin valley. Lodi is unique in nature
since it is located at the apex of the San Francisco bay fed Delta region which generate
the cool evening summer breezes that keep the grapes from raisening early and fosters
strong quality growth during the day. Zinfandel thrives in hot regions. For these reasons
and many more, the Lodi AV A has the potential to deliver top notch quality for harvested
vines.

Projected Tasting Facilities

All facilities will be sized based upon the maximum case production forecast for the
project. It is estimated that an estate of approx 5000 sq ft will accommodate (1)
production equipment including open top fermenters (half-ton) (2) bottling line, and (3)
climate controlled storage. In addition, it is hoped that the tasting room facility itself will
be constructed using “green” techniques such as reusable and economically friendly
materials, designed for low energy usage, and aesthetically pleasing (if needed). Every
opportunity will be used to include low cost systems such as Open Source Software for
Information Technology systems, solar arrays for low cost energy generation, and
isoprene insulation to help regulate the winery temperature. Every effort will be
maintained to stay within the boundaries of the projected cost if it is so desired to
construct a tasting facility. However, each milestone will be met with a review and
sacrifices made on design, size, and materials as they arise.
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KEY RISKS
Risk of Project Delays

Turnkey Vineyards may experience delays in project ramp up. These delays may be
caused from (1) Turnkey acquisition issues, (2) equipment shipping delays, or (3) key
personnel issues.

Mitigation strategies

Turnkey acquisition issues — Turnkey Vineyards will attempt to mitigate any delay by
ensuring reputable real estate agents are contracted, backup vineyard properties are
located and the owners contacted, the proper vineyard health is assessed by the correct
people, environmental impact (if needed) is competed ahead of schedule and funding for
negotiation is provided before any prospective properties owner is contacted.
Additionally, many estates are under contractual obligations to sell fruit to other vendors.
These contractual obligations will have to be examined on a property per property basis.
Turnkey Vineyards will not purchase property where any vines are under short-term or
long-term contract.

Equipment shipping delays — Turnkey Vineyards will mitigate this risk by ensuring that a
backup supplier is available with the appropriate equipment as needed. Currently, the
vendor of choice is G.W. Kent supplies, located in Ann Arbor Michigan.

Key Personnel issues — A winemaker with a good reputation, that is available for at least
two vintages may be a challenge to find within acceptable price ranges; however,
adjustments can be made during the negotiation process for contract, such as profit
sharing, and Turnkey Vineyards will make every effort to secure a resource within the
specified requirements.

Risk of Vineyard, Product Errors and a Bad Vintage

As with any winery, the product is only as good as the fruit and the methods of
manufacture.

Fruit mitigation will be under the control of the vineyard manager (Fruit Grower). It will
be up to the vineyard manager to justify irrigation schedules, dropping of fruit (to lower
yields), measurement of brix (sugar contact), and when to trigger the harvest. There are
many factors that can lower the quality of the grapes such as bad weather (late summer
rain) or harvest too early or too late. Some of these risks such as bad weather cannot be
helped, mitigated, or changed. To reduce the risk, a vineyard manager with experience
will be contracted.

Product creation, such as the fruit essence, the acid balance, the complexity level, and the

“finish” with each bottle of wine, will be up to the winemaker. A desired style will be
discussed before any harvest occurs and all efforts will be made to ensure that the product
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produced matches the desired style and the quality / value ratio. Mistakes in the
production process such as Brettomycese (yeast) and TCA contamination (cork taint) can
occur and every effort will be made to mitigate this risk.

Finally, it is assumed that a “Bad Vintage” will not only reflect on Turnkey Vineyards
but on competitors as well since localized competitors are in the same geographic VA

and are subject to the same weather conditions. Therefore, a bad vintage will reflect in
the industry and not only on the winery.

Risk of Competition

Because of the estimated growth in wine traffic of the Lodi VA within the next 5 to 10
years, it is expected that additional competition will arrive. However, due to the
increasing costs of land, rising cost of living, and the inflation rate, Turnkey Vineyards
believes that the barrier’s to entry for wineries in the Lodi region will increase simply as
a function of cost. As a result, the bulk of the winery start ups will require more and
more capital as the popularity of the region increases. This will have the effect of
limiting the number of winery startups to the very few with large capital funding. Still,
after startup, price points are likely to be higher for the new competition since cash flows
are needed for capital recovery. Therefore, a competitive advantage will be given to
those wineries already incumbent in the area since they will be able to retain lower price
points per value coupled with lower capital recovery costs. Turnkey Vineyards is
expected to be able to compete with the incumbents as they are now on a 1 to 1 basis of
price and quality as well as any future winery startup.

Risk of International contracts

Turnkey Vineyards success will depend, to a large extent, upon the performance of

its founders and the marketing and sales personnel the Company will recruit in the early
stages to foster international contracts. These contracts will be the core foundation of the
projects cash flow and will be made under the assumption that Lodi-based wineries have
virtually no international market presence. If contracts are not secured in a futures or as
needed basis, then the cash flows for Turnkey Vineyards may be less since a new winery
startup will need several years to establish a brand in the domestic market where winery
competition is higher.

Risk of Capital Requirements

Turnkey Vineyards anticipates that its cash flows in from operations and cash generated
from its financing activities will be adequate to satisfy the intensive capital requirements
for startup based on the plan presented herein. Turnkey Vineyards future operations
depend on the initial funding provided. Due to the nature of winemaking, such as
growing time, process time and time for bottle rest, operational cash flow will take more
than 3 years to generate. Total capital recovery may take more than 10 years to amortize.
Without the total funding requirement, Turnkey Vineyards cannot proceed with
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operations since cash is needed to finance such things as winery operations, vineyard
management, and key personnel.

These risks are not unigue for a winery startup. It is well known that wineries are
capital intensive and may take several years to produce a viable product. Turnkey
Vineyards mitigates these risks by acquiring an “already producing” turnkey estate,
thereby cutting the development time from fruit to product by more than 4 years for a
Red-based wine and 2 years for a white-based wine. Hence, it is estimated that Turnkey
Vineyards will be able to make market penetration by Year 3. Please see the prospective
financial statements for a more thorough presentation of the financial vision.

Risk of sales

For obvious reasons, if sales are not generated to an adequate amount, then Turnkey
Vineyards may operate at a loss. To a large extent, it is assumed that the greater portion
of Turnkey Vineyards sales will be international in nature, capitalizing on the obscurity
of the Lodi VA and the uniqueness of the product on an international basis. Still,
international sales may be dependent on the predicted Japanese economic recovery,
currency fluctuations, and the laws of Japan and the enforcement thereof. There can be
no assurance that these factors will not have a material adverse effect on the sales
forecasts. Future contract negotiations with Japanese distributors may affect cash flows
and force Turnkey Vineyards to concentrate more on the domestic market to a larger
percentage.

However, the risk of currency fluctuation is mitigated, to a large extent, by the vineyards
intention to transact business in US dollars. However, depending on the exchange rates,
projected dollar trends, and the Japanese economy, Turnkey Vineyards will consider the
possibility of yen/dollar rates and market hedges to increase the value of the product sold
to the Japanese consumer.
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Summary of Proposed Timeline

Target Date | Status _

Secure Bank Financing
Acquire Vineyards and property

Hire of key personnel

Brand Creation

Harvest 2006 / Production of Wine 2006 Vintage
Storage of wine 2006 own production facilities
Construction of Tasting Room (if needed)
Secure International Contracts

Web Site / Information Technology implementation

Ramp up to sales / Promotions / Events 2005 Vintage
Bottle Wine 2005 (inventory barrel at acquisition)
Harvest 2007 / Production of Wine 2007 Vintage
Storage of wine 2007 own production facilities

Tasting Room open / Website open / Fulfillment of
contracts; sell current inventory (open for business)

Bottle Wine 2006

Events / promotion 2006 Vintage

Harvest 2008 / Production of Wine 2008 Vintage
Storage of wine 2008 own production facilities
Fulfilment of contracts 2006 Vintage
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Fall 2005

October / November
2005

Spring 2006
April 2006
August 2006
September 2006
October 2006

Fall 2006 / Spring
2007

Fall 2006 / Spring
2007

Summer 2007
Spring 2007
August 2007

September 2007
September 2007

Spring 2008
Summer 2008
August 2008
September 2008
September 2008
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PROSPECTIVE FINACIALS
Significant Assumptions and Accounting Policies

Assume Full Equity financing of up to, but not to exceed, $5 Million on or around
fall, 2005 in the form of Line of Credit, Mortgage, or other lien form.

This financial projection of financial position, results of operations, and cash flow,
assuming equity financing of up to $5 Million during the fall of 2005. This represents, to
the best of owner’s belief, the expected needed cash flow for acquisition of a Turnkey
estate. Cash flow for operations will be provided by the owners own financial ability and
is targeted for the $500K to $750K range; which is the equivalent of approx three years
of operational freedom. The assumptions disclosed herein are those that the owner
believes are significant to the projection. There will usually be differences between
projected and actual results, because events and circumstances frequently do not occur as
expected, and those differences may be material.

a. Basis of Accounting

The projection has been prepared using generally accepted accounting principles that
Turnkey Vineyards expects to use when preparing its historical financial statements.

b. Total Revenue

Turnkey Vineyards total revenue projection by year is as follows. Note: the amounts
projected are based on a percentage of each vintage sold and include multiple vintages as
product stock is sold throughout a multi-year basis (see section “Estimated Sales
Volume” for more details) and are locked in at an estimated 30-acre vineyard yielding
approx 4 metric tones of fruit per acre. This would produce a requirement of 6000 cases
or 72000 bottles. The figures below are approximations and can change based on
sensitivities to variables such as expected yields, size of total acreage, cooperage ratio,
and true selling volumes.
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31 total

Total Projected revenue BEFORE operating expenses, taxes, and capital recovery — based on December

Percent
Vintage

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

50% -’05
vintage
only

$659,088.00

95% -
’06, *05
vintages

$1,321,488.00

118% °07,
06,705
vintages

$1,770,414.60

104% -
’08,707,706
vintages

$1,560,358.50

97% -
’09,’08
vintages

$1,464,458.40

97% -
’10,09
vintages

$1,455,330.45

The wineries revenues will be derived primarily from sales of product. For all prospective
periods represented, Turnkey Vineyards projected revenue recognition represents a
before expenses, taxes and capital recovery. Total projected cash flow for Turnkey
Vineyards, as a function of operational margin is presented directly below. Also, these
totals do not take into account key learning’s, cost optimizations, and operational
efficiencies which may make operational margin higher in most years.

Total Projected Operating Margin AFTER operating expenses and taxes — based on December 31° total

Percent Vintage

Year 3

Year 4

Year 5

Year 6

Year 7

50% - 05 vintage only

$207,766.13

95% -’06, ’05 vintages

$728,974.80

118% - *07,706,’05 vintages

$967,032.26

104% - °08,’07,’06 vintages

$816,681.07

97% - 09,08 vintages

$740,664.82

97% - 10,09 vintages

c. Cost of Sales

Cost of Product Revenue: Cost of product revenue consists primarily of the costs of

manufacture of product, packaging materials, personnel-related costs and
SG&A. Because all manufacturing costs are incurred during the development of the

product, cost of product revenue includes no amortization of capitalized operating and
development costs.
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d. Property and Equipment
Property and equipment are stated at projected cost.

Projected depreciation and amortization are computed under the Declining Balance
Method for Half Year Convention (applicable to farms and capital acquisition). Please
see the IRS website for more details at http://www.irs.gov/publications/p225/ch07.html.
All capital assets purchased new will be depreciated over the average useful life of 10
years. Additional depreciation will be calculated based on the turnkey estates viability.

e. Selling and Marketing Expenses

The principal types of expenses within this category are promotion and

marketing. Marketing and promotional expense is projected at $3 per case of wine
produced throughout the projection period for an estimated cost of $18,000 per vintage.
This cost is on par with that of similar wineries at comparable price points. Also, please
note that wine is also sold through various other channels such as “word-of-mouth,”
magazine review, and distributor loyalty. These channels do not incur a cost and are
traditional in the wine industry.

f. Product Development Costs

The principal types of expenses within this category are on a yearly or vintage basis.
They include four main sections, (1) vineyard costs, (2) fermentation costs, (3) storage
costs, and (4) bottling costs. Vineyards costs include such things as yearly vineyard
maintenance, pest and weed control, and pre and post harvest. Fermentation costs
include labor intensive maintenance (such as fermentation process monitoring to the
desired style) and supplies such as yeasts. Storage costs include cooperage, both new
American Oak and used American Oak in desired percentages (estimated at 25% new,
75% used), storage energy costs, and labor (racking exercise). Finally bottling costs are
on a per unit basis. Estimated bottling costs include $0.75 per bottle, $0.057 per label,
$0.66 per cork, and $0.03 per foil cap.

g. General and Administrative Expenses

The principal types of expenses within this category are salaries, facilities and occupancy,
some travel, and insurance. Salaries are projected on an individual-by-individual basis,
using expected salary rates throughout the projection period. Since core success for
Turnkey Vineyards rests with the wine it produces, special attention will be paid to key
personnel, mandatory for the first several years of operation of the winery. These key
personal are (1) A vineyard manager and grower, and (2) and Vintner with proven
experience. Budgets will be adjusted to compensate each based on proven experience.
Current budget facilities are aligned with industry median for the two positions.
Moreover, special attention will be made to ensure that salaries are appropriate for the
key personal. Information Technology, will not be capitalized since the proprietor will act
as consultant and will absorb the costs. Travel is expected to solidify international
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distributors and which may require several trips. Insurance as an expense caption
primarily reflects the wineries expected costs for property, liability and casualty
insurance and is consistent with industry norms for similar locals. The prospective
results of the company are sensitive to differences between actual and projected
selling cost of product, facility construction rates, and vineyard expenses, excluding
depreciation.

h. Bank Credit Facility

The projections assume that Turnkey Vineyards will finance all property and equipment
throughout the first three years of operations. The owners interest in operational cash is
expected to act as an equity base to secure complete financing in the amount up to, but
not to exceed, $5 Million dependant as dependant on bank negotiations. As the winery
grows, this amount is expected to be included as capital recovery, projecting a full and
expected amortization within the time frame of Year 10 to Year 15.

I. Interest expense

Interest expense on borrowings is calculated at the nominal rate of 8.0% (Prime — No
LIBOR points). Differences between the nominal and effective rates are expected to be
negotiated at time of lending and may have a significant impact on prospectus financials.
Additionally, it is preferred that interest payments be made in lump sums on December
31% of each year beginning in Year 2 of operations.

j. Miscellaneous Income
The forecast assumes that excess cash is invested at market rates of approximately 4%.
k. Accounts Receivable

The forecast assumes that proceeds from product sales to retailers, distributors,
restaurants, as well as consumers are collected within 40 days.

|. Responsible Party

The projections herein are the responsibility of the proprietor of Turnkey
Vineyards, as identified in this business plan, and, to the best of owner’s knowledge
and belief, are in conformity with generally accepted accounting principles. The
owner believes all of the assumptions underlying the projections are reasonable and
appropriate. The owner further represents that these projections were not compiled
or examined by an independent public accountant and should not be viewed as if so
compiled or examined.
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APPENDIX A

Sample Vineyard - $1.2 Million; 16+/- acres of “old-vine” ... along main Lodi Wine
Tasting route.
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APPENDIX B

General Map of the Lodi Wine

region

10/21/2009
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APPENDIX C

Bottle specifics
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VIN GRAND CRU ‘

Range : Bourgognes Vin Grand Cru
Reference : 0604

Capacity : 75 cl /7 750 ml

Finish : Cordon

Glass color : Antique

) /2
\Jafer

glass

Technical data \

Weight :
685 g

A Total Height :
290 mm

B Base diameter :
91,7 mm

C Shoulder diameter :
92,7 mm

D Under finish diameter :
27,5 mm

E Entrance bore diameter :
18,5+ 0,5 mm

Packaging :
888 cols/pal
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