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1.0 Executive Summary

Headquartered in Birmingham, Alabama, Confederate Motors manufactures and designs high-end, hand-made custom motorcycles for the discerning motorcycle enthusiast.

Its manufacturing operations are based in Birmingham, AL, consisting primarily of motorcycle assembly.  All motorcycles are designed and manufactured by hand under the direction of Founder and CEO Matthew Chambers. Its vertical integration structure is limited, resulting in a relatively low fixed cost structure.   All sales and distribution are also handled out of Birmingham.

Confederate produces three distinct motorcycle models: the Fighter, the Wraith and the Hellcat Combat; it plans to extend its product lines by launching the Hellcat Black Flag, the Wraith Combat and the Renovatio in 2009.   Confederate believes it can expand its market niche by combining hot rod street credibility and avant-garde American design with world-leading hand craftsmanship.  

The company feels it holds a strong position in an attractive niche market; its target market has a distinct set of needs and has demonstrated the willingness to pay a large premium.   The niche is fairly narrow in scope but is large enough for significant profit and growth potential and is unlikely to attract many other competitors.

Based on performance for the first three quarters of 2008, the company is projected to sell a total of 36 motorcycles for a total of $2.57M in annual revenue. The company is publicly traded, and is listed as a micro-cap OTC stock.

Marketing and the development of new distribution

channels will be critical to increasing brand and product awareness and will help drive global customer acquisition.   Accordingly, the plan focuses on expanding the distributor business model and gaining market share by providing better access to Confederate’s specialty products for its target segment.  This plan recommends an increased promotional spend of $560K for a total promotional spend of $650K with a goal of selling an additional 12 units (33% YOY growth in volume).  Finally, this plan also proposes an immediate price increase of 16% to capture more contribution per unit sold directly by the company, and to help defray costs associated with motorcycles sold through distributors.
 
Given the level of commitment to promotional activity, and in alignment with further recommendations regarding price and distribution, total projected 2009 revenue is $3.76M with a 7% net profit margin yielding $278K of income, with a 16% price increase on average order.  Breakeven for the company occurs on the sale of the sixth incremental unit - 50% of the goal. The 48 unit sales goal would result in a 2.2% market share - a full point increase from current share levels.

2.0 Situation Analysis

Confederate is an early stage company and has a history of operating losses. In order to be profitable, it will need to increase its global customer base and the number of motorcycles sold.

Confederate is facing significant competition in the industry. It competes against several established companies with greater marketing and financial capabilities, such as Ducati and Harley Davidson. In addition, its operations are affected by the fluctuating prices of motorcycle components. Price increases in components may have a material adverse effect on Confederate’s business, prospects, and on its operations/financial condition results.

The motorcycle industry is subject to significant changes in demand due to changing socio-economic conditions affecting discretionary client income, such as employment levels, business conditions, taxation rates, fuel costs, interest rates, etc.

Over the past five years, in order to upgrade and revise its branding and image, Confederate has developed a new corporate identity and standardized its corporate

logo, lettering and promotional and marketing materials worldwide.

3.0 – Product Lines and Pricing

Confederate Motors offers three lines of custom motorcycles:

|Product                       |Description                                                                                         |
|The Hellcat Combat             |Inspired by the post WWII fighter pilot who, upon return from his service to his country, promptly   |
|                               |bought an American V-Twin motorcycle.                                                               |
|                               |Combat is a co-branding name that illustrates a higher performance edition of the model so defined. |
|                               |The Combat features a design specific hand ported and polished head design, special camshaft grind   |
|                               |and returned intake system. Production of this model is limited to 150.                             |
|The Wraith                     |Conceived as a counterpoint to the golden era of the 1930’s, which inspired beginning design work on|
|                               |the Hellcat. Very limited edition - 1 in 250.                                                       |
|The Fighter                   |The Fighter features a thin 5-inch wall outer diameter titanium chassis, triple load path modular   |
|                               |architecture, and a new echo of negative spatial aesthetics, having the industry largest diameter   |
|                               |mating surface architecture. Production of this model is limited to 45.                             |

Confederate positions each of its motorcycles as a version of the Ultimate Street Bike.

The company has created a new sub-category within the custom motorcycle market called “road burners” and positions its three product lines as quality leaders within that new category.   Identifying Confederate Motors within the new category creates a reference frame to position the Confederate Brand as distinct from other custom manufacturers who solely focus on building “choppers” [which are modified forms of factory frames].

Confederate’s motorcycles are differentiated by having:[1]
        • The

most explosive low end power (torque) to weight ratio of any vehicle on the planet
        • The most full-blooded, sensory overloaded, accurate, precise, voluminous, integrative feedback of information
        • The most overbuilt robust chassis crafted to withstand many lifecycles of the most grueling hard core use
        • Maximum solidity and stability
        • Absolute minimum overall weight, packaged as low and forward as possible with the lightest unsprung weight possible

In 2007, the B120 Wraith and F131 Hellcat took first and second place respectively in the AMD World Championship of Custom Bike Building show in Sturgis, South Dakota in the production manufacturer category.[2]

The 2008 average price per motorcycle is $70,000.[3]   (Also see pricing section, below.)

Supplemental Offerings
In addition to the motorcycle lines, Confederate Motorcycles sells a line of branded clothing and accessories for motorcycle riders.   The main purpose for these supplemental products is to act as a marketing device and to also provide enjoyment for its customers, not necessarily to act as a source of significant revenue.

Future Product Offerings
Confederate is planning to extend its product lines within the following timeframe:
    • Hellcat Black Flag   - Summer 2009
    • Wraith Combat – Fall 2009

The company is also introducing a new motorcycle line called The Renovatio (Latin for "Rebirth"), a concept motorbike designed by Confederate's lead designer. The Renovatio is minimalistic with all the mechanical elements of the bike being transparent. With large attachment points easily accessible on the engine, upgrades and various configurations can easily be interchanged.

Pricing

The 2008 average price per motorcycle was $70,000.[4]

Confederate’s operations are affected by the prices of motorcycle components. The prices of motorcycle components have been subject to fluctuation in the past and may be subject to fluctuation in the future.

|Motorcycle Line                                                                     |Starting Price                     |
|The Hellcat Combat                                                                   |$110,000                           |
|The Wraith 

                                                                        |$ 67,000                           |
|The Fighter                                                                         |$ 84,000                           |

4.0 - Market Summary

Market Definition

The motorcycle market is traditionally segmented into three categories: cruisers, custom and touring.  Confederate takes elements of each category and places itself in the custom bike market, a niche market, which first emerged in popularity in the 1930s.   “Custom” means that the motorcycles are customized to each client’s individual needs and specifications, and are not mass-produced or manufactured beforehand.   However, a few of Confederate’s product lines are not customized and are purposefully produced in very limited quantities (i.e., only 45 Hellcat Combats were produced in 2008).

Target Market

High Performance, Custom Street Motorcycle Enthusiasts – Primarily ultra-high-net-worth male individuals, and between the age of 30 and 60.   The typical target client for Confederate considers himself rugged, rebellious and individualistic.   The client is seeking a street motorcycle that will perform at peak available levels of speed and handling and with a very distinctive design.   The motorcycle must convey status upon its owner and enhance the rider’s self image of being a “sophisticated bad boy.”

    • Client Psychology:   Current clients are “typically rebellious in nature, appreciative of art and design, unique, and interested in legacy and spiritual individualism.   Clients tend to purchase affluent lifestyle products, including designer boots, jean, and garage accoutrements.”[5]

        o This “rebellious nature and individualism” perspective is supported by the product design and websites of Confederate’s direct competition.   However, “appreciation of art” as a motivation is a uniquely Confederate claim, most closely echoed by the [indirectly] competitive luxury car segment (see below).

    • Client Characteristics:   In general, street Bike owners are overwhelmingly male (90%) and a large majority are married (65%).   In general, street bike owners are between the ages of 31 – 60 (75%) and are experienced riders with more than five

years’ experience operating a motorcycle (73%).[6]

Market Demographics

Household Income:   Confederate defines its market as clients who are ultra-high net worth individuals (UHNWIs), defined as those who reside in households with a net worth or wealth of $30 million or more.[7]   This market has experienced strong growth “gaining 8.8% in population size and 14.5% in accumulated wealth” according to the Cap Gemini 2008 World Wealth Report.[8]

In 2007, there were approximately 103,000 UHNWI households, compared to 95,000 households in 2006.   Confederate estimates that approximately 5% of this market is comprised of motorcycle enthusiasts – approximately 5,200 individuals.

Demographics

[pic][pic][pic]   [pic]

Geographic Considerations:   North America, followed by the European and Asia-Pacific regions, contain the largest concentration of UHNW Individuals.
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Market Needs

Confederate is satisfying the following needs for the Ultra High Net Worth client:

    • Performance – The product must have excellent acceleration and handling.   It must be rugged and durable.
    • Design – The product must have a unique look that transfers rebellious, individualistic qualities back onto the owner.

    • Prestige/Status – The product must be associated with individuals of wealth and fame.   A marquis client list and key product placement is essential.

The different motivations behind each purchase have created different categories that make up the motorcycle market.   The market needs being addressed are as follows:

    • Authenticity - Need for an easily recognizable product resistant to alteration attempts and in genuine form
    • Ergonomics - How well a motorcycle fits a rider for its intended us
    • Exclusivity – Having something few others have, and attracting attention along the way
    • Functionality
    • Performance – Custom speed bikes are designed for extreme speeds and quick handling

Market Growth
The U.S. motorcycle market is valued at $14.6 billion with an expected growth to $21 billion by 2011.[9] Total sales in the overall market from January to September of 2008 were down 10.7% compared to 2007, but with more than 1,087,000 motorcycles and scooters sold, 2008 is the sixth

year in a row that sales pass the benchmark of 1 million in the United States.[10]

The industry in general remains strong even though sales have fallen off in recent years from unprecedented growth and later a slowing of the economy. The issue is also global; slowing motorcycle sales have been felt throughout the world with sales in Europe falling by more than 7%.[11]

Market Demand Factors
The factors affecting demand vary greatly across the various sectors of this industry.   Demand for motorcycles, bicycles and all-terrain vehicles are derived from recreational and sporting activities. In turn, the demand for sporting and recreational goods depends on price, disposable incomes, population and age distribution, and the preference for particular recreational and sporting activities.  
An increase in household disposable income and/or borrowing capacity will have a positive effect on demand because it enables households to buy new leisure equipment. Motorcycles, for example, are usually bought as pleasure vehicles by clients who already have one or more automobiles. Low household interest rates will also entice householders to spend money on goods and services, rather than save.  
Seasonal factors affect client spending patterns. Bicycles and motorcycle sales, for example, tend to be higher in the spring, summer and fall of each year.   Weather conditions may affect the demand for motorcycles and bicycles. Unseasonably cold and wet weather will reduce industry demand as riders are constantly exposed to the elements.   Due to the relatively short lapse of time between placement of orders and shipments, manufacturing backlogs are not significant. Because of rapid delivery requirements, businesses in the sporting goods segment maintain sufficient quantities of inventories to meet customers' requirements.[12]

According to Capgemini/Merrill Lynch’s World Wealth Report 2008, demand for limited edition and classic cars within the Ultra High Net Worth demographic, along with custom-made motorcycles, remained robust in 2007. According to Mintel’s research, male respondents are far less likely to decrease spending during recessionary periods. [13] Historically, investments in fine art, private planes, luxury automobiles 

and other high-priced collectibles have been more immune to economic downturns, as their Ultra-HNW buyers tend to be less adversely affected by such trends.
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Motorcycle Industry Market Share

    • Harley Davidson 28%
    • Honda 25%
    • Yamaha17%
    • Suzuki 13%

    • Kawasaki 11%
    • KTM  2%
    • BMW 1%
    • Triumph 1%
    • Ducati 1%
[14]

Market Trends

The economy has had a serious impact on demand for motorcycles.   The effect on motorcycle consumption is more serious in the United States than overseas, and seems to be less impactful on the luxury end of the market.   For example, BMW motorcycles saw US sales “drop 10.5 percent in 2008 compared to 2007, while worldwide sales were 2.5 percent lower than in 2007.”[15]

According to senior management at Confederate, the temperamental state of the economy is currently its biggest concern, as marketing a luxury product in a weak economic environment is more difficult than usual.   The company has found that in general people are waiting to make big purchases.   While it has a fairly significant large presence in the Middle East and Europe which seems to be more immune to the global downturn than in the US, sales are also slower in these regions than is usually the case.

In general, the motorcycle industry has been subject to significant changes in demand due to changing social and economic conditions affecting discretionary client income, such as employment levels, business conditions, taxation rates, fuel costs, interest rates, etc. The factors underlying such changes in demand are beyond its control, and demand for its products may be adversely affected by a sustained economic downturn, which could have a further negative impact on its business, prospects, and result of operations or financial condition.

The typical UHNW customer of Confederate is relatively price insensitive – they either want the bike or they don’t.   Price is not the determinant issue.   This concept is supported by the year-over-year increase in unit sales for 2008.

In addition, television shows such as the Discovery Channel’s American Chopper – which literally touts the advantages of custom bikes - have brought visibility and popularity to the custom

street motorcycle industry.   To date, most American custom bike manufacturers have focused on “choppers.”   Sleeker, sophisticated designs are the domain of European manufacturers like Ducati, affording Confederate a unique opportunity to become the “sophisticated” American custom performance bike.

Market Growth

Fortunately for Confederate, ultra-high net worth individuals have become more numerous and wealthier in 2007.   While the economic crisis has most likely impacted these individuals’ total holdings in 2008 and the first quarter of 2009, we believe that their ability to purchase Confederate’s motorcycles is relatively undiminished and will rebound to ‘normal’ status once the global economy is stabilized.

5.0 SWOT Analysis

|STRENGTHS                                                             |   |OPPORTUNITIES                                                                         |
|                                                                       |                                                                             |
|Confederate Motorcycle:                                               |Strong opportunities with ultra luxury market in the Middle East, Asian and |
|Award winning, handmade custom bikes                                   |European regions                                                             |
|Unique, stylish product design with a proprietary     45 degree radial |UHNWI demand for custom street bikes is not sensitive to market cycles       |
|twin engine and aircraft grade aluminum                               |Opportunity to forge relationships with distributors because Confederate has|
|Strong brand recognition as performance bike                           |only one distributor so first distributor might sell the product to the     |
|The most explosive acceleration low end power (torque) and extremely   |target more easily than its fellow distributors                             |
|light which contribute high speed driving.                             |Opportunity to forge exclusive deals with suppliers supply chain vendors to |
|Maximum solidity and stability (the machines feel like they are craved|bring down COGS                                                       

      |
|from solid granite)                                                   |                                                                             |
|Expertise in custom bikes                                             |                                                                             |
|The company has an elite client list which is an important element for|                                                                             |
|building brand equity.   These       celebrities provide critical       |                                                                             |
|transference to establish “rebellious” credential for the             |                                                                             |
|manufacturer.                                                         |                                                                             |
|Strong supply chain                                                   |                                                                             |
|Low fixed cost structure                                               |                                                                             |
|                                                                       |                                                                             |
|WEAKNESSES                                                             |   |THREATS                                                                   |
|                                                                       |                                                                             |
|Products are generally 20 – 45% more expensive than indirect and       |Worldwide economic downturn – primary USA market is deeply impacted. This   |
|direct competitors                                                     |contributes adversely affects customer demand for motorcycle and has a       |
|No trademarks on the bikes                                             |further negative impact on Confederate business                             |
|Confederate motorcycle production is longer than industry average     |Custom bike market is highly competitive with small target audience

        |
|production cycle                                                       |Main competitors have greater marketing and financial capabilities. Hence,   |
|Poor placement - no showrooms                                         |Confederate may face difficulty competing against competitors.               |
|No distributor relationships because company has only one distributor,|Design and technology of bikes is vulnerable to counterfeiters, cloners,     |
|Birmingham Speed of America                                           |competitors etc                                                             |
|Confederate is a new company – limited experience                     |Supplier prices fluctuate and company is dependent on those parts           |
|The company is operating on a thin EBITDA and has limited operating   |Certain desired target regions for geographic expansion may not react well   |
|capital                                                               |to “American” brand.                                                         |
|Exposure to problems in the single production facility.   Confederate   |                                                                             |
|Motorcycles is currently manufacturing in its sole production facility|                                                                             |
|located in Alabama. If this manufacturing facility is hit by any       |                                                                             |
|natural disaster like the catastrophic loss of the original           |                                                                             |
|manufacturing facility in New Orleans caused by Hurricane Katrina,     |                                                                             |
|then the motorcycle production process will be interrupted which may   |                                                                             |
|have an adverse effect on Confederate’s business.                     |                                                                             |

6.0 – Competition

The retail-oriented motorcycle market is very competitive. Competition in this product segment is based upon a number

of factors, including price, quality, reliability, styling, product features, customer preference and warranties.
In the motorcycle segment, brand loyalty is very strong; therefore, competition in this segment is more likely to occur between dealers offering the same motorcycle, than between different dealers and manufacturers (e.g. Honda vs. Harley-Davidson). Loyalty also extends to the type of motorcycle preferred by clients, with those riding cruiser/custom motorcycles being unlikely to switch to riding sports motorcycles. The US market is strongly centered on the cruiser/custom motorcycle market.  
Basis of competition:
      o Motorcycle marketing campaigns conducted by manufacturers
      o Ability of dealerships to offer a wide selection of vehicles
      o Reputation of a brand
      o Loyalty of clients to particular brands
      o Location of dealerships
      o Quality of customer service
Due to the fragmented nature of the motorcycle dealership segment, there are no large, nation-wide, franchise groups. This increases competition among retail outlets and does not provide any chance of major pricing pressures by dealers on manufacturers.  (IBI Industry Report)

US Heavyweight Motorcycle - Percentage Market Share New Motorcycle Registrations
|Brand                                               |Percentage             |
|                                                     |2007                   |
|Harley-Davidson motorcycles                         |48.7                   |
|Honda                                               |14.2                   |
|Suzuki                                               |12.5                   |
|Yamaha                                               |9.2                   |
|Kawasaki                                             |7.2                   |
|Other                                               |7.5                   |
|Buell motorcycles                                   |0.7                   |
|Total                                               |100                   |

Source: Annual Report
Note: Harley-Davidson Annual Report
  
Confederate Motors’ target is ultra high net worth individuals who buy motorcycles more for collecting and prestige reasons

than really out of need. Therefore, the luxury market including cars is also considered to be a competitor.

Confederate Motors’ Chief Competitors: Custom Bike Manufacturers
    - US: Harley-Davidson, MV Agusta
    - European: Ducati, Triumph, and BMW
    - Notable U.S. producers: Orange County Choppers, American Iron Horse, BMC Choppers, Bitsget's bikes, Big Bear Choppers, West Coast Choppers, Indian Larry, Falcon Motorcycles, Von Dutch Motorcycles.

Indirect Competitors: Luxury Car Brands
    - Eccosse, Bentley, Rolls Royce

Confederate’s motorcycle lines are generally 20 – 45% more expensive than its indirect and direct competitors.   Below is a sampling of a typical competitors listed price offerings:

|Selection of Direct and Indirect Competitors                                         |Price Range                         |
|Orange County Choppers                                                               |$31,000 - $150,000[16]             |
|Bitsgets - Fat Daddy Super Stretch                                                   |$45,900                             |
|Harley Davidson – Ultra Classic Electric Glide Custom                               |$36,000 base price[17]             |
|Rolls-Royce (auto)                                                                   |$375,000[18]                       |

Major competitors catering to the custom street motorcycle market tout celebrity customers who own their machines.   These customer lists are important elements for building brand equity, and these celebrities provide critical transference to establish “rebellious” credential for the manufacturer.

For example, Orange County Choppers boasts of celebrity clients including Will Smith and Billy Joel.[19]   Confederate boasts clients that include Tom Cruise, Brad Pitt, Bruce Springsteen and at least one Crown Prince.   Tom Cruise rode on one of Confederate's first Birmingham-made motorcycles to the Mission Impossible III movie premiere in NYC – 2006.   (The bike was featured in the film.)[20]

7.0 Distribution Channels

There are four primary distribution channels for custom street motorcycles:

  1. Manufacturer Direct
  2. Authorized Dealer – Single Brand
  3. Authorized Dealer – Multiple

Brands
  4. General Luxury Retailers

Currently, Confederate Motors operates a Manufacturer Direct model from its production plant in Alabama, with planned Confederate-owned concept stores in Los Angeles (2009 - pending) and New York (2010 - pending).   They intend to open distribution agreements with dealers in Milan and Dubai, and that the Confederate Fighter was featured in the Niemen-Marcus Christmas Fantasy Catalog. [21]

The industry standard fee for distributors is 33% of the unit’s gross margin.[22]

8.0 – Production and Supply Chain

The production of all Confederate Motorcycle vehicles takes place onsite at the Birmingham Alabama corporate headquarters.   Production for a motorcycle averages nine months and the basic manufacturing process undertaken by the company is assembly only.   Most of the parts are machined by outside vendors, so there is a relatively low fixed cost structure.   Vendor relationships are strong, there are multiple vendors per part and the relationships are non-exclusive.[23]

9.0 – Marketing Strategy

The key to Confederate Motors’ marketing strategy is building demand for the company’s motorcycles among UHNW motorcycle enthusiasts worldwide.   This will be achieved by building more awareness for the product within the target group and associating the brand with “avant-garde,” elitist design and unbeatable performance.   By building an international network of distributors, Confederate provides prospective customers with an opportunity to be “hands-on” with Confederate’s product.

Finally, each unit sold must generate a greater contribution to overhead in 2009.   Both the retail price and COGS must be addressed to successfully meet the company’s financial objectives.

Highlights of the marketing and business strategy include:[24]

  1. Plans to open Confederate stores in Los Angeles in 2009 and New York City slated for 2010.
  2. Plans to open Confederate authorized dealer stores in Dubai and Milan in 2009
  3. Direct mail, print and web based “man-in-revolt” advertising initiative to be launched in 2009
  4. Release of new model – Hellcat Black Flag – Summer 09
  5. Release of high-end garage accoutrements targeted towards new Confederate owners
  6. Develop long-term

supplier relationships
  7. Release an upgraded web presence to provide more information on the motorcycles and an e-commerce channel for apparel

9.1 Mission

Confederate Motorcycles will be the most well regarded custom motorcycle brand amongst UHNW individuals who desire top of line performance bundled with sleek, elegant, rugged designs.   The company is committed to the pursuit of perfection in its designs, and will remain uncompromising in its commitment to superlative product performance and craftsmanship.

9.2 Marketing Objectives

  • Achieve strong, profitable growth through a combination of pricing, distribution and promotional strategies.
  • Increase Confederate Motors’ market share to 2.2% of the global custom motorcycle niche market
  • Develop efficiencies in the supply chain, formalize long-term relationships with select vendors and reduce number of suppliers by 50%.  As a result, realize a reduction in COGS from current levels of 55% to a target goal of 50%.
  • Develop a network of 10+ distributors to cover domestic markets in New York City, Miami, Las Vegas and Los Angeles and international markets in Latin America, the Middle East, Asia and Europe
  • Strengthen brand awareness and loyalty
  • Formally protect intellectual property by patenting and trade-marking

9.3 Global Target Market Expansion

Currently, Confederate Motors focuses on UHNW individuals in the United States – approximately 40% of the UHNW market.   For 2009, Confederate will expand its target market set to UHNW individuals in Europe, Asia, South America and the Middle East.

|                             |North America             |Europe                 |Asia-Pacific           |Latin America           |Middle East           |
|Est. UHNW Motor Cycle       |2,060                     |1,300                 |1,020                 |510                     |220                   |
|Enthusiasts                 |                           |                       |                       |                       |                     |
|Total Market:               |5,110 UHNW Motorcycle Enthusiasts                                                                                   |

With 64 units sold in 2007 and 2008, Confederate

Motors has a 1.25% share of the UHNW motorcycle enthusiast market.  With the stated goal of 48 units to be sold in 2009, Confederate is seeking a 2.2% total market share - an increase of ~1% share.

9.4 Marketing Mix

Confederate Motors’ marketing mix is composed of the following approaches to pricing, distribution, advertising, promotion and customer experience:

    • Pricing – an increase on per-unit pricing of 18%.
    • Distribution – move from manufacturer-direct to sales partnership model, building relationships with elite custom motorcycle dealers as well as luxury products retailers.
    • Advertising and Promotion – a more aggressive mix of advertising and promotions will be applied in order to fuel growth.
    • Customer Experience – Confederate will select its distributors carefully to ensure proper prospect experience as well as excellent onsite customer service.

9.5 Marketing Action Tactics

Confederate targets UHNW motorcycle enthusiasts worldwide. Therefore, instead of simply employing mass advertising, Confederate should utilize all of its marketing mix to concentrate on its niche market as follows:

  • Product Placement
  • Advertising
  • Public Relations
  • Industry & Trade Shows
  • Events & Experience
        o Confederate party & anniversary day
        o Test drive
  • Direct Marketing
        o Direct Mail
        o Catalogue
        o Blog
    • Distributor Training

|Media types             |Communication Objectives               |Strategies & Tactics                             |                                         |
|                         |                                       |                                                 |Recommendations                         |
|Product Placement       |To create brand awareness and motivate|Selected a TV program or product placement in a |Shows that both its target audience     |
|                         |targets to seek more information       |major Hollywood movie to reinforce a Confederate|watches regularly and/or celebrates     |
|                         |                                       |unique positioning “Rugged Individualism”.       |motorcycle riding such as Top Gear (BBC |
|         

              |                                       |                                                 |America), American Chopper (TLC),       |
|Advertising             |Brand recognition and unique selling   |Revised 2009 Campaign with revised creative     |Print placement:   High end, high         |
|                         |point dissemination                   |strategy                                         |net-worth readerships (e.g., private jet|
|                         |                                       |Selected media placement in a luxury, high end   |magazines) as well as motorcycle         |
|                         |                                       |magazines and websites, as well as motorcycle   |enthusiast publications (American Rider,|
|                         |                                       |enthusiast industry publications and media       |Motorcycle Consumer News, etc.)         |
|                         |                                       |                                                 |                                         |
|                         |                                       |                                                 |                                         |
|Public Relations         |Establish third party credibility     |Create press kits (online and print)             |                                         |
|                         |among target and prospect             |Creation of brochures and other takeaways       |                                         |
|                         |distributors, strengthen brand         |Press Releases (product launches, domestic or   |                                         |
|                         |awareness, mind, market and heart     |International trade show participation)         |                                         |
|                         |share                                 |Journalist networking at events                 |                                         |
|                         |                                       |Invitations to selected journalists to visit     |                                         |
|                         |                                       |Confederate

company and interview CEO Matt       |                                         |
|                         |                                       |Chambers                                         |                                         |
|                         |                                       |Interview and tout celebrities who currently use|                                         |
|                         |                                       |Confederate                                     |                                         |
|                         |                                       |motorcycles                                     |                                         |
|                         |                                       |Bylined article placement                       |                                         |
|Domestic & International|Create brand awareness and collect     |Participate and sponsor Global and Domestic high|Follow up by phone or use database to   |
|Trade Show               |database of qualified prospects       |end   motorcycle trade shows, such as Gulf Bike   |communicate other Confederate activities|
|                         |customers and distributors             |Expo and the annual Dubai Bike Week             |to target                               |
|                         |                                       |Collect   prospective customer and distributor   |                                         |
|                         |                                       |information and follow up with sales,           |                                         |
|                         |                                       |personalized direct mail/invite   them to         |                                         |
|                         |                                       |participate in future Confederate activities and|                                         |
|                         |                                       |events                                           |                                         |
|Confederate Party &     |Engage target to Confederate brand and|Invite Confederate’s past clients to join a     |Mix current customers and 

prospect       |
|Confederate Anniversary |maintain a good relationships with     |party and anniversary day                       |customers 50%-50%                       |
|Day                     |Confederate current customers         |Past customers can invite 1 – 2 companies to     |                                         |
|                         |                                       |come with them                                   |Past clients, who come to join these     |
|                         |                                       |Invite Confederate’s potential customers to     |events, need to drive their Confederate |
|                         |                                       |these events so that they will feel Confederate |motorcycle.                             |
|                         |                                       |motorcycle meets their status needs             |                                         |
|Media types             |Communication Objectives               |Strategies & Tactics                             |                                         |
|                         |                                       |                                                 |Recommendations                         |
|Test Drive               |To create brand experience             |Invite   potential prospect to test drive a       |Send a Direct Mail to personalize       |
|                         |                                       |Confederate motorcycle                           |                                         |
|Direct Mail             |To inform Confederate events and       |Customer-focused to generate a call to action   |Chosen list names from its database     |
|                         |activities, and to follow up with     |(come to events or join Confederate activities) |(prospect lists from a road show or     |
|                         |potential prospects                   |by giving a special offer such as a 5% discount |trade show)                             |
|                         |                                       |if they make a reservation at that day.         |                                         |
|                         |                       

                |                                                 |Attractive by offer & personalization   |
|                         |                                       |                                                 |                                         |
|                         |                                       |                                                 |Unique design to avoid “Junk Mail” such |
|                         |                                       |                                                 |as a 3-D piece (die-cut miniature of a   |
|                         |                                       |                                                 |confederate bike in a little velvet box)|
|                         |                                       |                                                 |or high end glossy catalog.             |
|                         |                                       |                                                 |                                         |
|                         |                                       |                                                 |Sent directly to home not office mailing|
|                         |                                       |                                                 |to avoid filtering by administrators to |
|                         |                                       |                                                 |a certain extent.                       |
|Catalogue               |To provide product   information       |Customer-focused to distribute the material to   |Two versions: English and Arabic         |
|                         |                                       |prospective customers and distributors   at       |                                         |
|                         |                                       |Domestic or International trade shows, and       |Could download from its website as well |
|                         |                                       |events                                           |                                         |
|Confederate Blog         |To engage target to Confederate brand |Create a Confederate Blog in the website so that|Not

only a domestic blog but also a     |
|                         |                                       |targets can participate, tell a story in order   |worldwide blog to connect confederate   |
|                         |                                       |to generate word of mouth among its targets     |target all around the world. They will   |
|                         |                                       |                                                 |be able to share their experiences that |
|                         |                                       |                                                 |they had with Confederate motorcycle to |
|                         |                                       |                                                 |others.                                 |
|                         |                                       |                                                 |                                         |
|Distributor Training     |Impart knowledge upon distributors     |Showroom Displays and Promotional Materials for |Provide Confederate product information |
|                         |about Confederate products as well as |the Distribution Channel and Concept stores.     |as well as share experience in business |
|                         |motivate the distributors to become   |                                                 |                                         |
|                         |advocates for CM                       |                                                 |                                         |

9.6 Timeline

|                                                                                          |
|Product placement                                                     |$     40,000         |
|Advertising                                                           |$   100,000         |
|Public Relations[25]                                                 |$     60,000         |
|Press Kits ($3,500 per month)                                         |                   |
|Press Release ($1,000 per month)                                     |                   |
|Domestic & International Trade Shows                                 |$ 

100,000         |
|Events                                                               |                   |
|Confederate Party & anniversary day                                   |$     80,000         |
|Test Drive                                                           |                   |
|Direct Marketing                                                     |                   |
|Direct Mail                                                           |$     30,000         |
|Catalogue                                                             |$     50,000         |
|Website                                                               |$     10,000         |
|Distribution Network Development Costs*                               |$   155,000         |
|Patent & Trademark Application fee[26]                               |$     25,000         |
|Government fee ($ 2,500)                                             |                   |
|Legal fee ($ 15,500)                                                 |                   |
|Lump Sum Pricing ($ 7,000)                                           |                   |
|TOTAL:                                                               |$   650,000         |

  *   This would represent both in-store promotional displays, as well as T&E required to form the relationships and perform onsite due diligence on prospective distribution partners

9.8 Market Research

Senior company management will be onsite at events (rallies, races and tradeshows) to monitor industry trends and developments firsthand.   Additionally, the new affiliations with distributors will allow Confederate management to gather market intelligence from around the globe.   Additionally, Confederate Motors will create a customer advisory panel to explore new innovations in design for the core product.

10.0 Financial Objectives

      • Increase Confederate Motors’ revenue by 46% to $3.75M and number of units sold by 33% to 48
      • Increase Net Income to 278K, representing a 3% growth in profit volume ratio (4% to 7%) and YOY Net Income growth of 155%
      • Decrease COGS by 10% (from 55% to 50%) by signing long term supply contracts with select vendors
      • Increase average order value by 18%

($71K to $84K average consumer price) to increase profit on manufacturer direct units and offset revenue depression for models sold through distributors

11.0 Financial/Revenue Strategies

To achieve strong, profitable growth, Confederate Motors must immediately increase its revenue per order by 18% to take advantage of the inelastic demand represented within the UHNW market of motor cycle enthusiasts.   Demand has proven to be price insensitive as evidenced by the successful price increase of 12% imposed in 2008.   Additionally, the company will endeavor to lower its percent COGS by negotiating advantageous exclusive contracts with parts suppliers – effectively ending the two suppliers per part, non-exclusive arrangements currently in place.   In exchange for guaranteed business from Confederate, the suppliers will be expected to lower their costs by 10%.

In the pursuit of a 2.2% market share, Confederate Motors will use a two-prong strategy.   First, the company will develop a network of authorized dealers to drive awareness and availability in domestic markets in New York City, Miami, Las Vegas and Los Angeles.   Similarly, the company will develop a network of international dealers operating in Latin American, Middle Eastern, Asian and European markets.

Second, the company will increase its advertising and promotion efforts, leveraging its marquis client list to take advantage of brand transference opportunities.   The marquis clients should personally exhibit the qualities of rebelliousness, individualism, ruggedness, performance and sophistication the company wants associated with its name, enhancing this positioning of the Confederate product line in the mind of future clients.   Industry design awards will further enhance Confederate’s credibility in the minds of its prospective clients.

Confederate will seek sponsorship and promotion opportunities at industry trade shows (i.e. Los Angeles International Motorcycle Show), competitions (i.e. MotoGP) and client events (i.e. Daytona Bike Week, Sturgis Rally).[27]   The company will also pursue placement with general luxury retailers, similar to the current arrangement with Niemen Marcus.   Further awareness will be generated with select print/web ad campaigns in motorcycle

specialty publications and through direct mail campaigns to UHNW individuals who fit the client profile.   Finally, the Company will develop “win the M.I. – III Bike” giveaways, featuring displays at major ultra-luxury hotels and/or casinos.   (Monaco, Las Vegas, Hong Kong, Dubai, etc.)   To support these efforts, Confederate Motors will undertake a redesign of its corporate website.

Confederate will deploy $650K in advertising and promotion to execute on its plan, which represents a 634% increase over 2008 spending.

Finally, Confederate Motors will undertake patenting and trade-marking initiatives on its production processes, designs and brand names in order to set up competitive barriers for both new entrants and current competitors.

12.0 Financials

The following section is a financial overview of Confederate Motors as it relates to marketing activities.   Confederate will address annual break even, analysis and sales/expense forecasts (based on a pro-forma P&L found in the appendix section).

12.1 Break-Even Analysis

If Confederate sells an incremental of 6 more bikes in 2009 we will have earnings of $36,548 but a growth rate on net income of (-66%). In order to break even and have a grow rate on net income of 5%, Confederate will need to sell a total of 44 bikes which it is an incremental of 8 bikes in respect to last year.
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12. 2 Sales Forecast

Given the proposed creation of a distribution network in combination with an increase in promotional activity, advertising and PR, we believe the following sales forecasts are conservative.

|                           |2009 Projected Sales                                               |
|                           |Units                     |Sales *                                   |
|Domestic                   |28                         |$2,384,005                               |
|International               |20                         |$2,709,097                               |
|TOTAL                       |48                         |$5,093,103                               |

* While the AOV would be $84,000, Confederate will be paying out an estimated 20 distributor sales fees.   In order to factor out distributor fees, the estimated

fees of $276K were deducted from the AOV x Units in a 47/53 ratio.   Estimated sales numbers are exclusively based on the Company’s sales volume – not the distributors’.

13.0 Controls

13.1 Sales Forecast Controls

    • Revenue: monthly and annual
    • Constantly revisiting cost with supplier
    • Evaluate each event
    • Support and monitor distributor, constantly reach out to them and make sure they have all the information to do sale, communicating/sharing the new project
    • Reach out to each customer and make sure they are satisfied with the product
    • Monitor new product development with The Renovatio

13.2 Marketing Organization

As Confederate strives to will remain a fairly small organization with a limited number of internal resources, the Marketing organization will consist of two Marketing and PR professionals.   Bandwidth and expertise will be supplemented by its network of freelancers and carefully selected public relations and marketing firms on a project basis.

13.2 Marketing Mix Controls

    • Direct marketing – Tracking by a key code or a source code that corresponds with the mailing list. Confederate could ask the customer for the code that could link to Confederate customer database.
    • Advertising – Tracking via specific campaign contact via bridge page (i.e., Confederate.com/rebel).
    • Events – Tracking by the number of customers who attend the events or ask for information.
    • Trade Shows – Tracking by the number of customers who visit the booth or ask for information.
    • Automation and Database Tools – All efforts to be tracked by a Marketing Information System (MIS) and Customer Relationship Management (CRM) tool such as Salesforce.

13.3 Contingency Planning

Difficulty and Risk
    • Persuading distributors to agreed to showcase/display its product
    • Company headquarter location is not as centric and not office are going to be proposed to be open in NY or LA
    • Overall Economy
    • Exploring new market might that might have other competitors established
Worst- Case Risk
Based on the break-even analysis we can derive the following:
|Total Unit Sales           |36                   |
|Incremental Units         |0                   |

|Fixed

Cost*               |$1,606,625           |
|Revenue**                 | $       2,816,867   |
|Earnings                   | $       (198,191)   |
|2008 Net Income           | $         109,067   |
|09 YOY Income %           |-282%               |
|Growth Rate               |                    |

This is assuming the COGS, advertisement and promotion will stay the same for the first 36 bikes we are selling directly and not distribution involved, without adding a NPV to the net sales in 2008.

* Composed of SG&A, Promotion Cost and Interest
** Assumes an average price point of $78,246.31 as a blended rate between direct manufacturer sale price and manufacturer to distributor sale price
Worst Case Scenario: Medium proposed in marketing plan fails to reach more people and the growth rate stays the same. This could occur for several reasons, especially as this is a very niche market targeting a wealthy audience and the global economy in 2009 is projected to experience a downturn. These factors could have a serious impact on sales. If Confederate only sells 36 bikes [like they did last year], they will experience a loss of $198,191. 

14.0 - Keys to Success

The keys to success for Confederate Motors are twofold:   First, the company must make each unit more profitable.   Second, the company must develop better visibility with and access to its product for UHNW individuals who are motorcycle enthusiasts through a combination of promotion, concept stores and distributor relationships.

15.0 - Critical Issues

Because Confederate Motors has a very thin contribution per unit and net profit in 2008, a history of losses and a limited war chest, it will be critical for the company to:

    • Address unit pricing and supply chain efficiencies
    • Develop a global distributor network
    • Develop aftermarket customization kits for its three product lines
    • Deploy innovative promotion strategy to raise awareness with UHNWI motorcycle enthusiasts
    • Pursue controlled growth to help preserve capital

Appendix 1:   2009 Projections
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