Project Manager: 

SibCommerce
Limited Liability Company
Tomsk, Russia
BUSINESS PLAN:

INVESTMENTS IN RESIDENTIAL CONDOMINIUM CONSTRUCTION 
37-39, Sergei Vitsman street,

Tomsk, Russia

Project Description
Project Mission: To provide Tomsk citizens with affordable modern and convenient residential real estate with all attributable infrastructure

Project Goal: 
Construction of an affordable residential condominium (“condo”) on a land plot of 4,243 sq. m. 

Apartments will be constructed using modern high quality materials and will be ready for immediate use.

Each apartment will be equipped with built-in furniture necessary for a comfort living.


Each entrance will have a special room for a concierge.


The condo will be constructed in Sovetskiy district in Tomsk, which is ranked second in terms of residential real estate price in the city.


Construction of the 9-store condo will be performed in two phases.
Location: 37-39 Sergei Vitsman street, Sovetskiy district, Tomsk, Russia
Project Description:
	Total land plot, sq m
	4,243.00

	Land plot for construction, sq m
	1,630.88

	Infrastructure and public services, sq m
	1,730.00

	Parking, sq m
	772.00

	 
	 

	Total real estate area, sq m
	12,278.50

	   Residential area, sq m
	5,875.00

	   Service area, sq m
	1,920.00

	   Auxiliary area, sq m
	4,483.50

	 
	 

	Commercial real estate, sq m
	6,430.45

	   Apartments, sq m
	5,875.00

	       Studio, sq m
	152.08

	       1-bedroom apartments, sq m
	5,289.48

	       2-bedrooms apartments, sq m
	433.44

	   Service area, sq m
	555.45


Amount of Investments and Pay-Back Period: EUR 5,000,000, five years
Financial Indicators:

- annual rate of return (АRR) = 5.32% p.a. 

- internal rate of return (IRR) =4.93% p.a.
- pay-back period (PBP) = 5 years
Current Status of the Project:

As of today all necessary permissions and approvals were received and the following documents are present:
· Act of selection of a land plot for construction purposes at S. Vitsman street #976/8-06 as of 12 July 2006.

· Decision of the Tomsk mayor on approval of act of selection of a land plot for construction purposes as of 12 July 2007.

· Decision of the Tomsk mayor on creation of a land plot for construction of a residential condominium at S. Vitsman street in Tomsk #2843-3 as of 31 October 2007.
· Approval from local sanitary authorities that the project complies with sanitary norms imposed in the country.
· Assignment of the land plot for construction #47 as of 6 February 2007.

· Cadastral plan of the land plot at 37-39 S. Vitsman street.

· Cadastral notice on the land plot.

· Copy of an official publication in the local newspaper as of 14 December 2006.

· Urban development plan of the land plot.

· Decision of the Department of Construction and Architecture of the Tomsk City Administration on approval of the urban development plan of the land plot at 37-39 S. Vitsman street.

· Decision of the Tomsk City Administration on conventional use of the land plot at 37-39 S. Vitsman street.

· Technical specifications of connection to the central heating network.
· Technical specifications of connection to the central electrical network.

· Technical specification of development of a drain system and land improvement.

· Temporary technical specifications of construction equipment connection to electrical network.
· Technical specifications of design of the residential condo located at 37-39 S. Vitsman street.

· Technical specifications of design of telephone network in the residential condo.
· Technical specifications of connection to radio network.
· Land plot lease agreement in accordance with the cadastral plan 70:1:0200007:065.
· Title certificate for the land plot located at 37-39 S. Vitsman street, Tomsk.
· Album Architectural Decisions, General Layout and Project of Construction.
Project Initiator
SibCommerce, LLC

Legal address: 20a, Nechevskiy side-street, Tomsk, Russia

Post address: 6-15, Naberezhnaya Tarasa Shevchenko, Moscow, Russia
Telephone: +7 499 243 73 14

OGRN 1065406145090
INN / KPP 5406352161/701701001

Main activity of the company is construction of the residential condo.

Legal form is a limited liability company.

In accordance with the company charter the main management body is a general meeting of the Company’s participants.

Company’s participants are three individuals:

	#
	Name
	Address
	Share (%)
	Form of participant’s share

	1
	Margarita Shelestova
	6-15, Naberezhanay T. Shevchenko, Moscow, Russia
	52%
	Monetary form

	2
	Evgeniy Shelestov
	35-15, Kievskaya street, Tomsk, Russia
	24%
	Monetary form

	3
	Nadezhda Shelestova
	35-15, Kievskaya street, Tomsk, Russia
	24%
	Monetary form


Companys’ director: Evgeniy Shelestov
Contact person: Margarita Shelestova, finance director, telephone +7 964 514 3756
Part 1. Reasons for construction.
Currently the demand for affordable residential real estate in Tomsk exceeds the supply significantly. The main reason for this is a low level of real estate available (19 square meters per habitant), big number of families who need to improve their living condition (12%), low level of construction activities in the city (e.g. during the first half of 2010 only 115,000 sq m of residential real estate were built). 

Students coming to study at numerous universities in Tomsk also influence residential real estate market significantly. This influence is particularly high on the rent apartment market. Real estate specialists estimate annual turnover of RUR 540 million from students renting apartments in the city, which is 70% of the total market.   
Almost all residential condos which are now being constructed in Tomsk are finished with a standard outfit:

· double-glazed windows;

· main entrance door;

· floor prepared for further coverage;

· plaster walls;

· wiring layout in an apartment;

· water and sewage system together with temporary bathroom facilities;

· central heating system together with heaters;

· parking.
 The condo described in this business plan will include:

· comfortable apartments of three types ready for immediate use (including built-in furniture);
· parking lots;

· servicing areas;
· equipped internal area.

Part 2. Potential Competitors.
Taking into account a significant demand for apartments offered in our condo and high prices for this type of residential real estate, one may conclude that there are no real competitors in this segment. Success will depend on prices offered to customers.

Below there is a list of prices per square meter of new residential apartments (without finishing work) in Tomsk as of 2 August 2010 (source http://statistic.tomsk.ru):

	District
	EUR / sq m

	Kirovskiy
	924.8

	Leninskiy 
	892.9

	Oktyabrskiy 
	852.7

	Sovetskiy
	1,000.00


It should be mentioned that this list does not include studio apartments (up to 20 square meters) since there in no such segment on the market. 

Due to high demand on affordable residential real estate the most expensive apartments are one-bedroom ones. Prices are reducing with increase of apartment surface. The least expensive apartments in terms of price per square meter are large apartments.  

Part 3. Analysis of Location.

Location
The condo will be located in a central part of the city close to one of the main street which connects city center with residential district Solnechniy.

Residential real estate in the location
Types of residential real estate in the location are the same. Major part is recently constructed multi store buildings. 

Part 4. Marketing Strategy.

Promotion Plan
Promotion plan to be used is: 

Affordable European quality apartments constructed using modern materials and techniques for young people and middle class.
Potential Customers
· young scientists since their level of income allows them to buy only affordable apartments;
· young people with stable income;

· people working in state and local government organizations;

· parents of students coming to study in Tomsk;

· people getting their income from lease of apartments;

· foreigners studying and working in Tomsk.
Promotion campaign should be oriented on the above mentioned people. Respective means of communication should be used to cover the target audience.   

Sales Policy
The following points should be taken into account:

· excess of demand over supply;

· wide target audience who are potentially interested in affordable apartments;

· creation of exclusive image of the condo as affordable high quality residential real estate.
Part 5. Financial Analysis
Table #1

Investment Plan for Condo Construction, EUR         
	Plan of investments
	100%
	Year 1
	Year 2
	Year 3
	Total

	% of total investments
	11,86%
	 
	 
	 
	 

	     Before construction investments
	euro
	645,068.87
	 
	 
	645,068.87

	% of total investments
	8,42%
	 
	 
	 
	 

	Land plot expenses
	euro
	443,024.46
	 
	 
	443,024.46

	% of total investments
	2%
	 
	 
	 
	 

	Design expenses
	euro
	126,277.76
	 
	 
	126,277.76

	% of total investments
	1,44%
	 
	 
	 
	 

	Preparation works expenses
	euro
	75,766.65
	 
	 
	75,766.65

	% of total investments
	80,41%
	 
	 
	 
	 

	     Construction investments
	euro
	1,493,549.70
	1,564,160.47
	1,173,120.35
	4,230,830.52

	% of total investments
	74,32%
	 
	 
	 
	 

	Construction investments
	euro
	1,173,119.90
	1,564,160.47
	1,173,120.35
	3,910,400.72

	% of total investments
	6,09%
	 
	 
	 
	 

	Utilities construction
	euro
	320,429.81
	 
	 
	320,429.81

	% of total investments
	3,05%
	 
	 
	 
	 

	     Other investments
	euro
	20,541.18
	58,093.03
	81,843.77
	160,477.98

	% of total investments
	1,83%
	 
	 
	 
	 

	Territory improvements
	euro
	 
	37,551.85
	58,734.94
	96,286.79

	% of total investments
	1,22%
	 
	 
	 
	 

	Other expenses
	euro
	20,541.18
	20,541.18
	23,108.83
	64,191.19

	% of total investments
	4,68%
	 
	 
	 
	 

	     Construction management expenses
	euro
	78,797.32
	78,797.32
	88,646.98
	246,241.62

	Filed supervision
	euro
	39,398.66
	39,398.66
	44,323.49
	123,120.81

	Project management
	euro
	39,398.66
	39,398.66
	44,323.49
	123,120.81

	 
	 
	 
	 
	 
	 

	Total investments (including Value Added Tax)
	euro
	2,237,957.07
	1,701,050.82
	1,343,611.11
	5,282,619.00


Table #2
Sales Plan, EUR
	Sales Income
	1-2 Q of the year 4
	3 Q of the year 4
	4 Q of the year 4
	Year 4
	1 Q of the year 5
	2 Q of the year 5
	3 Q of the year 5
	4 Q of the year 5
	Year 5

	% of sold apartments
	10%
	9%
	9%
	28%
	7%
	20%
	16%
	29%
	72%

	     Apartments surface
	10%
	7%
	7%
	24%
	7%
	23%
	18%
	28%
	76%

	     Studio 
	100%
	 
	
	100%
	 
	
	 
	 
	 

	     One-bedroom
	6%
	6%
	6%
	18%
	6%
	25%
	19%
	32%
	82%

	     Two-bedrooms
	25%
	25%
	25%
	75%
	25%
	
	 
	 
	25%

	   Servicing areas
	9%
	25%
	25%
	59%
	 
	
	 
	41%
	41%

	       Surface
	643
	574.96
	574.96
	1,792.92
	438.92
	1,322.24
	991.68
	1,885.2
	4,638.04

	     Apartments surface
	591
	438.92
	438.92
	1,468.84
	438.92
	1,322.24
	991.68
	1,653.32
	4,406.16

	       Studio 
	152.08
	 
	
	152.08
	 
	
	 
	 
	 

	     One-bedroom
	330.56
	330.56
	330.56
	991.68
	330.56
	1,322.24
	991.68
	1,653.32
	4,297.8

	     Two-bedrooms
	108.36
	108.36
	108.36
	325.08
	108.36
	
	 
	 
	108.36

	   Servicing areas
	52
	136.04
	136.04
	324.08
	 
	
	 
	231.88
	231.88

	Sales price
	 
	 
	 
	 
	 
	 
	 
	 
	 

	EUR per sq m
	 
	 
	
	 
	 
	
	 
	 
	 

	     Studio 
	1,241
	 
	
	 
	 
	
	 
	 
	 

	     One-bedroom
	987
	987
	1013
	 
	1038
	1,038
	1,063
	1,063
	 

	     Two-bedrooms
	886
	886
	937
	 
	937
	
	 
	 
	 

	   Servicing areas
	759
	810
	886
	 
	886
	886
	886
	886
	 

	Sales income in EUR
	690,034
	642,810
	677,330
	2,010,174
	444,615
	1,372,452
	1,054,445
	2,168,887
	5,040,398

	   Apartments surface
	650,541
	532,601
	556,788
	1,739,929
	444,615
	1,372,452
	1,054,445
	1,963,424
	4,834,935

	     Studio 
	188,656
	 
	 
	188,656
	 
	 
	 
	 
	 

	     One-bedroom
	326,376
	326,376
	334,744
	987,496
	343,113
	1,372,452
	1,054,445
	1,757,961
	4,527,970

	     Two-bedrooms
	96,015
	96,015
	101,502
	293,532
	101,502
	0
	0
	0
	101,502

	   Servicing areas
	39,494
	110,210
	120,542
	270,245
	0
	0
	0
	205,463
	205,463

	Total sales income 

(progressive from year to year)
	690,034
	1,332,845
	2,010,174
	2,010,174
	2,454,789
	3,827,241
	4,881,685
	7,050,572
	7,050,572


Table #3
	        Cash Flow Statement, EUR
	
	
	
	
	

	Year
	 
	 
	 
	 
	 
	Total

	 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	 

	Cash at the beginning of the year
	
	3,162,150
	1,463,599
	32,488
	1,974,515
	

	Cash inflow
	5,466,561
	90,000
	
	2,118,174
	5,040,398
	12,715,133

	Other income
	183,942
	90,000
	
	108,000
	
	381,942

	Sales of apartments
	
	
	
	2,010,174
	5,040,398
	7,050,572

	Own funds
	282,619
	
	
	
	
	282,619

	Borrowed funds
	5,000,000
	
	
	
	
	5,000,000

	 
	
	
	
	
	
	

	Cash outflow
	2,304,411
	1,788,551
	1,431,111
	176,147
	5,176,147
	10,876,367

	Operational expenses
	2,216,911
	1,701,051
	1,343,611
	88,647
	88,647
	5,438,867

	Before construction stage
	624,023
	
	
	
	
	624,023

	Construction expenses
	1,493,550
	1,564,161
	1,173,120
	
	
	4,230,831

	Other expenses
	20,541
	58,093
	81,844
	
	
	160,478

	Management expenses
	78,797
	78,797
	88,647
	88,647
	88,647
	423,536

	Non-operational expenses
	87,500
	87,500
	87,500
	87,500
	5,087,500
	5,437,500

	Loan repayment
	
	
	
	
	5,000,000
	5,000,000

	Interest payments
	87,500
	87,500
	87,500
	87,500
	87,500
	437,500

	 
	
	
	
	
	
	

	Period results
	3,162,150
	-1,698,551
	-1,431,111
	1,942,027
	-135,749
	1,838,766

	Cash at the end of the year
	3,162,150
	1,463,599
	32,488
	1,974,515
	1,838,766
	1,838,766


Table #4
Profit and Loss Statement, EUR
	                                                                       Year 1              Year 2           Year 3              


	Year 4
	Year 5
	Total

	Sales revenue
	2,010,174
	5,040,398
	7,050,572


	Total Income                                                      
	2,010,174
	5,040,398
	7,050,572


	Operational expenses:                             (-2,237,957)  (-1,701,050)   (-1,343,611)                     


	
	
	(-5,282,618)


	EBITDA                                                    (-2,237,957)  (-1,701,050)   (-1,343,611)
	
	
	1,767,953

	EBITDA margin                                        (-2,237,957)  (-1,701,050)   (-1,343,611)

Interest expenses                                           (-87,500)     (-87,500)         (-87,500)                                    
	(-87,500)

	(-87,500)

	25,07%

(-437,500)

	Net profit/(loss)                                        (-2,325,457)  (-1,788,550)    (-1,431,111)
	2,010,174
	5,040,398
	1,330,454
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