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Executive Summary
The purpose of this business plan is to examine the allocation of 
rounded in funds to develop the operations of a business that will convert vegetable oils into Biodiesel, a proven and environmentally friendly alternative to conventional diesel fuel. Boston Biofuels, LLC is a Massachusetts based business that intends to develop a large production facility to provide Biodiesel products to distributors throughout the United States and the world. 

The Team

The Management of the Company is comprised of five qualified professionals possessing the business and scientific understanding of Biodiesel necessary to successfully operate a production facility.  Management intends to develop an extensive advisory board of chemical engineers, energy industry executives, and tax experts to assist in the development of the Company’s production facility and planning of subsequent operations.

The Products and Services

Biodiesel is an organic chemical compound derived from vegetable oils that can be used as an environmentally friendly diesel fuel additive or substitute.  Pure Biodiesel or Biodiesel mixed with conventional fuel can power a standard diesel engine, diesel power plant, oil-fired home heating furnace, and other diesel-powered machinery.  Unlike conventional diesel fuel, however, Biodiesel is renewable, non-toxic, biodegradable, and possesses superior lubricity.  It also produces a small fraction of the emissions normally associated with competing energy products.

 

Biodiesel has seen widespread use throughout Europe, Asia and Oceania in recent years, but is still rare in the United States, despite steadily growing public awareness of its benefits.  Consumption of this fuel is expected to increase dramatically in the near future due to a combination of economic and political factors.  Economically, Biodiesel benefits from the twin trends of rising fossil fuel prices and declining agricultural product prices, which make the use of agricultural alternatives to fossil fuels inevitable.  Politically, regulations promulgated by federal, state, and local governments give extremely favorable tax treatment to Biodiesel consumers, and the effects of international treaties such as the Kyoto Protocols, all serve to increase the demand for Biodiesel.

Technically, Biodiesel is superior to other alternative energy products because it has superior lubricity, high energy content, can be produced quickly, and requires little energy to produce.  Economically, it is relatively inexpensive to produce and can be distributed and utilized without modification to existing infrastructure and vehicles.

The production and wholesale distribution of Boston Biofuels, LLC’s products will be further discussed in the third section of the business plan.

The Offer

The Company and the Management seek the investment of 
$7,500,000.00
 from a combination of lending institutions and private investors with interest in the energy production and distribution industries. The Company will use the funds for the following:

· Early development costs

· Acquisition of the Company’s plant and Biodiesel reactor(s)
· Human resources costs
· Working capital for feedstock, chemicals, and other needs
The use of funds will be further covered in the second section of the business plan and appended financials statements.
Scalability

It is important to note that although this business plan is predicated upon a 
15,200,000 gallon per year production capacity, the modular nature of the production equipment allows the same business model to be implemented on a larger scale if an initial investment larger than the specified 
$7,500,000.00 is available.  The site currently under consideration is large enough to allow the installation of more than a dozen reactors, and construction of much larger additional storage tanks.  The primary advantage of production on a larger scale would be increased rate of return on investment due to higher gross sales offsetting the fixed costs of the planned production facility.  Greater net profits will allow the company to proceed with its planned expansion at an accelerated pace.  In addition, the cost of methanol and other necessary chemicals will be further discounted when purchased in greater quantities.  Each additional 
15,200,000 increment of production capacity would require approximately 
$1,600,000 for the additional capital assets (reactor and tank space), and an additional 
$2,700,000 of working capital (to cover the costs of our assumed 
4 week initial supply of feedstock, methanol, and catalyst).
Sales Forecasts

The company anticipates a rapid pace of growth upon the commencement of operations. Below is a chart detailing Management’s vision for growth during the first five years.  Please note that this business will not begin revenue-generating operations approximately ten to twelve months after securing financing. The Company intends to begin its development operations in 2008 and commence production in 2009.  Upon completion of the planned production facility, the Company anticipates immediate sale of the Company’s full output, generating a steadily increasing stream of revenue beginning in 2009.
Sales, Operating Costs, and Profit Forecast


[image: image2.wmf]2009

2010

2011

2012

2013

Sales

$44,992,000.00
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$155,418,024.00

$209,022,672.32

$263,549,123.80

Costs

$37,352,643.00

$74,864,690.54

$112,720,405.29

$151,417,696.77

$190,996,318.89

Net Profit

$7,639,357.00

$27,856,909.46

$42,697,618.71
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$72,552,804.91
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The Future

As time progresses, Management will reinvest its profits to expand the Biodiesel production and distribution capacity of the Company.  At first, this will be achieved by expanding the Company’s Taunton production facility, and later by developing additional facilities using the same model throughout North America.  Management expects to be the largest producer of Biodiesel in the Northeastern United States as soon as operations commence, and by the fifth year of operations, Management expects the business will have increased its production capacity by 500%, becoming one of the largest producers and wholesalers of Biodiesel in North America.  Management intends to remain at the forefront of Biodiesel production technology, and will explore the use of alternative feedstocks such as oils derived from algae, salicornia or other promising sources as soon as such technology is feasible.
The Offer

2.1 Funds Required

The business will require a cash inflow of 
$7,500,000.00 to properly its production facility and commence operations. Approximately 
$2,740,000.00 of this sum would be used as working capital to obtain feedstock and other necessary supplies.  Below is a brief breakdown of how the funds will be allocated:
[image: image17.wmf]Project Startup Costs

Land Acquisition

Building Acquisition

Biodiesel Reactors

Storage Tanks

Initial Feedstock

Initial Chemicals

Initial Payroll

Initial Marketing Budget

Additional Capital Assets

BQ9000 Certification Audit

Insurance Premiums

Professional Services

Misc and Unforseen Costs


Project Startup Funds:
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$600,000.00

Building and Terminal Costs

$1,500,000.00

Biodiesel Reactors

$875,000.00

Storage Tanks

$727,000.00

Initial Feedstock

$2,492,800.00

Initial Chemicals

$244,089.20

Initial Payroll

$438,461.54

Initial Marketing Budget

$20,000.00

Additional Capital Assets

$200,000.00

BQ9000 Certification Audit

$3,250.00

Insurance Premiums

$225,000.00

Professional Services

$20,000.00

Misc and Unforseen Costs

$150,000.00

TOTAL:

$7,495,600.74


2.2 Management Equity

The Founders and Owners of Boston Biofuels, LLC will control a majority equity interest in the business.  Investors providing startup capital are likely to share a minority equity interest in the Company.
2.3 Board of Directors Composition

The Board of Directors will consist of the five principals of the Company.
2.4 Exit Strategies

Management has planned three possible exit strategies. The first strategy would be to sell the Company to a larger entity at a significant premium. Since, the organic chemical and energy product manufacturing and distribution industry maintains a very low risk profile once the business is established; the Management feels that the Company could be sold for many times its annual earnings.

The second exit strategy would entail selling a portion of the Company via an initial public offering (or “IPO”).  Depending on the business’s annual growth rate and strength of earnings, the Company will be likely to sell for far more than the required initial investment. This would involve substantial legal effort to comply with applicable regulations Boston Biofuels, LLC would have to alter its structure from a limited liability company to a regular stock corporation.
The last exit scenario would involve the use of a private placement memorandum to raise capital from private sources. This process requires the assistance of both an experienced securities law firm and an investment bank. Funds would be raised from private equity and merchant banking sources in exchange for a percentage of the Company’s stock.

Products and Services

As stated earlier, Boston Biofuels, LLC will be engaged in the production of Biodiesel made from commercially available vegetable oils. Below is a description of the processes that Management will use within the production facility as well as a brief overview for the distribution of the Company’s Biodiesel products.

3.1 Biodiesel Fuel Production

The business will purchase commercially available virgin vegetable oils (including soy, rapeseed, and palm, depending on market conditions) and have these oils shipped by rail to storage tanks located at our site in Taunton, Massachusetts. This feedstock will then be pumped (along with methanol purchased at a discount wholesale price and potassium hydroxide catalyst) into the company’s production facility, where it will be processed.

The processing will be done by one or more continuous flow reactors purchased from the manufacturer, HydroDynamic Technology, Inc., of Chatsworth, California, each rated to produce 
15,200,000 gallons per year.  The reactors are modular, and each will arrive in ISO containers and ready to install, so future expansion of production capacity will be simple to implement.  The installation of each unit by the manufacturer requires only a few days, and each unit comes with a one-year manufacturer’s warranty.  No royalties will be paid for the use of these reactors.
The chemical process of Biodiesel production begins with the mixing of methanol and potassium hydroxide catalyst with vegetable oil feedstock.  This mixture is then heated and pressurized for a short time, after which the glycerin byproduct is separated.  No waste is generated by the process, and no excess methanol is used.  The resulting product will then be mixed with small amounts diesel fuel to obtain preferential federal tax treatment.  

Once the necessary chemical processing is complete, the finished Biodiesel will be pumped directly into rail cars parked on an adjacent spur and then shipped by rail directly to our customers, major national distributors.  The Management anticipates no difficulty selling our entire output to such distributors at prevailing market rates.

The entire process will be almost entirely automated and the only procedures requiring human labor will be the occasional connection of leads between storage tanks, the reactor, and the rail cars.  The Company’s personnel are not expected to have any direct exposure to the feedstock, chemicals, or the finished products.  This will prevent contamination and also help reduce any risk of accidents (and therefore minimize insurance costs).  As a further safety precaution, all reactors will be equipped with a digital infrared leak detection system.
Boston Biofuels, LLC intends to produce 
15,200,000 gallons of high purity Biodiesel fuel, along with approximately 
1,520,000 gallons of industrial grade Glycerin in the Company’s first year of production at the Taunton facility.  Supplies of virgin oil feedstock will be procured at fixed rates from Bunge Limited, of St. Louis, MO and other global suppliers of agricultural products. Management anticipates that the total cost of production including feedstock, chemicals, transportation, and utilities, will be approximately 
$2.38 per gallon (varying primarily based on market prices for soybean oil or other cheaper varieties of vegetable oil that are often available, such as rapeseed or palm oil).  Sales at going wholesale market rates of approximately 
$2.60


 to 
$3.30


 per gallon will therefore yield between 
$0.22

 to 
$0.92


 net profit per gallon (assuming that soybean oil is used and that no cheaper alternative feedstock is available).  In addition, approximately one gallon of crude glycerin will result from every ten gallons of Biodiesel produced, which sells for approximately 
$0.60 per gallon, at no added cost to the Company, effectively increasing net profits by 
$0.06 per gallon of Biodiesel produced
.  After making necessary payments on loans and making allocations to the owners of the Company sufficient to cover taxes, profits will be reinvested into the Company to purchase additional reactors and increase production capacity as rapidly as possible.  Based on sales projections, Management intends to install one additional reactor before the second year of operations, and one more reactor every year following.  In the second year, Management intends to install Glycerin purification equipment that will increase the value of our glycerin output from 
$0.60/gallon to approximately 
$4.50/gallon, further boosting net profits a further 
$0.37 per gallon of Biodiesel.
3.2 Benefits of Our Biodiesel Product

From a technical perspective Biodiesel provides several key benefits to its users when compared to conventional diesel.  First, the high lubricity of Biodiesel prolongs engine life by reducing wear.  This is addresses a growing problem for consumers, as this lubricity has formerly been provided by sulfur in diesel fuel.  This sulfur content has recently been reduced by federal regulation (See Section 5.2.3, below), leaving the diesel industry reliant on inferior chemical additives.  Quantities of Biodiesel as small as one percent are sufficient to alleviate this deficiency.  In addition, Biodiesel can have up to 50% higher cetane levels than conventional diesel fuel, allowing easier ignition.  This improves the engine’s ability to start, reduces its emissions and its noise levels.  Biodiesel has been used as an industrial solvent, and will naturally clean fuel systems and remove carbon deposits from engines.  Biodiesel also possesses a 10-16% oxygen content (which conventional diesel lacks altogether), which allows it to be burned more completely for greater fuel efficiency.
While the environmental benefits of Biodiesel are of less direct importance to most individual consumers of the product, they are a driving force behind its adoption for use by federal, state, and local government agencies.  Such agencies are among the most important consumers of our product.  Compared to conventional diesel, Biodiesel has:

▪
40% less particulate matter emissions (reducing causation of cancer and respiratory illnesses)
▪
93% less hydrocarbon emissions (including a 50% reduction in smog producing hydrocarbons)

▪
50% less Carbon Monoxide (reducing risk of suffocation)
▪
virtually zero sulfur (reducing causation of acid rain)
▪
90% less 2-nitrofluorene and 1-nitropyrene, as well as 75-85% less Polycyclic Aromatic Hydrocarbons (reducing the risk of cancer as a result of exposure to engine exhaust)
▪
100% less net CO2 emissions (Biodiesel is carbon-neutral, as all CO2 released in its consumption is absorbed by the growth of the crops cultivated for the production of the required feedstock)
Biodiesel is also appealing to the federal government as it promotes energy independence.  Because it can be produced domestically, its use reduces reliance on unstable foreign suppliers of fossil fuels. This feature is a major source of governmental support for Biodiesel, as detailed in Section 5.2.3 below.
Overview of the Organization

4.1 Registered Name


Boston Biofuels, LLC. The Company is registered as a limited liability company in the Commonwealth of Massachusetts.

4.2 Commencement of Operations

The Company plans to commence construction operations immediately upon obtaining financing.  The production facility will be fully operational and generating revenue less than one year from groundbreaking.  This plan assumes commencement of operations on January 1, 
2009.
4.3 History

The Company has not yet begun normal business operations. The business was founded in January 2006, after years of development and research by its Founders.
4.4 Mission Statement

The goal of Boston Biofuels, LLC is to develop and establish the methodology, technology and physical plant required to process and convert large quantities of organic oils into Biodiesel. The Company is dedicated to providing the open market with a clean alternative to fossil fuels.

4.5 Organizational Objectives

· To develop a modular manufacturing facility that produces Boston Biofuels, LLC’s energy products without ecological damage to the surrounding area.
· To provide a clean, ecologically beneficial, and economically viable alternative to fossil fuels.
· To create a wealth producing vehicle for the Company’s management and investors. 
4.6 Organizational Values

· Complete disclosure and transparency regarding all financial transactions. 
· To create a business that provides a clean, renewable, and affordable alternative energy source.
· To promote independence from foreign suppliers of energy.
4.7 Founders and Management Team

The management team is comprised of qualified and experienced individuals that provide a broad range of necessary skills and knowledge pertaining to Biodiesel production and business management. The Management of the Company is qualified to guide the Company from its founding to its future role as a leader in Biodiesel production. The team’s members feature:

· Proven start-up skills with a focus on profitability.
· Experience in the management of successful and profitable small businesses.
· Scientific and engineering knowledge necessary to recognize and implement current and future technologies maximizing efficiency in the production of Biodiesel.
· Experience and education commensurate with the operation of a complex business.
· The ability to manage the day-to-day operations of the Company’s Biodiesel processing facility.
· Familiarity with a network of suppliers, partners, and distributors allowing minimization of costs and maximization of profits.
The founders and future managers of Boston Biofuels, LLC include:

▪Nicholas Cefalu, will serve as President.  Nicholas has been Treasurer and Vice President of Anytime Disposal, Inc. since he helped found that company in 1983.  Since that time he and his brother, Tony Cefalu, have overseen steady expansion of the company and substantially increased its profitability.
▪Tony Cefalu will serve as Chief Financial Officer.  Tony has been President of Anytime Disposal, Inc. since he and Nicholas Cefalu founded the company together.
▪Matthew LoCoco will serve as Chief Engineer.  Matt possesses a Doctorate in Chemistry from University of Chicago, where he was the recipient of the prestigious Yang Cao – Lan – Xian “Best Thesis Award In Chemistry.”  In recent years, he has worked to optimize industrial chemical processes at Sur-tec, Inc. of Valparaiso, IN and G.W. Smith & Sons of Dayton, OH.
▪Brian Ross will serve as Chief Operations Officer.  Brian is an expert on the Biodiesel industry and alternative energy market.  He also invented and holds U.S. patents for several products.
▪William Serwetman will serve as Chief Counsel.  Will is a Business Attorney with experience in business, commercial, and real estate law in the Boston area.
Strategic and Market Analysis
5.1 External Environment Analysis

The current geopolitical environment has led Management to believe that energy prices will remain stable or increase for the foreseeable future. The war in Iraq, worsening relations with Iran, and worsening instability in many oil producing regions have led many economists to believe that there is a fifteen to twenty percent risk premium now associated with the price of crude oil. Additionally, the fast growth of Asian economies (namely those of India and China) has prompted further increases in the global demand for energy. This trend is expected to continue for the foreseeable future. While these issues bring worry to the general economy, Management sees a significant opportunity to enter the market with a source of alternative energy. Many politicians and interest groups have promoted the development of alterative energy solutions to combat the continually increasing energy prices in the United States. As of May 2007, the cost of some energy products has fallen slightly from their multi-year highs, but the industry is in consensus that prices will continue to increase. 

Inflation is another concern for the Company. As the inflation rate decreases, the purchasing power parity of the American dollar decreases in relation to other currencies. This may pose a significant risk to the Company should rampant inflation, much like the inflation experienced in the late 1970s, occur again. In the event that Boston Biofuels, LLC supplies the world with its Biodiesel energy products, the Company may need to implement policies that will protect itself from large fluctuations in the value of currencies. In this event, the Company will enlist the services of a qualified derivatives focused investment bank to manage large scale currency transactions that would offset the risks normally associated with the distribution of energy products to foreign buyers.

5.2 Industry Profile and Analysis

Although Biodiesel has been in widespread use for many years, the industry itself is still in its infancy.  Biodiesel is completely interchangeable with conventional diesel fuel and home heating oil and can be incorporated into other products such as aviation fuel and marine diesel.  It is difficult to accurately quantify total global consumption of these products, but total consumption of diesel fuel in the U.S. alone was over 66 billion gallons last year and increases at a rate of two to four percent every year.  This represents an effectively unlimited potential market.  As a product, Biodiesel is uniquely positioned to capture an increasing share of the thriving U.S. energy market, which remains one of the largest and most lucrative markets of any kind in the world.  International demand may make export of Biodiesel to developing nations and Europe equally profitable. 
5.2.1 History of the Biodiesel Industry

Biodiesel was first made accidentally as a byproduct in transesterification and its suitability for use as a fuel was noted by Rudolf Diesel in the 1890s—his original engine design was demonstrated at the 1898 World Fair in Paris using peanut oil.  This potential was given little exploration in subsequent years due to global abundance of cheap petroleum-based fuels and the relatively high prices commanded by agricultural products.  Interest in Biodiesel as an alternative to conventional diesel stirred in the 1970s as a result of the Arab Oil Embargo.  Low fuel prices following the Embargo cooled interest in the technology until students and faculty at American universities revived the idea due to its environmental benefits.  When fuel prices spiked again in the early 1990s as a result of the First Gulf War, interest in alternative fuels again bloomed and production of Biodiesel in small batches began in garages and barns across the country.
The success of these primitive and tiny producers attracted the first serious commercial attention that the technology had ever received.  Europe lead the way in this trend, as government subsidies and punitive taxes on petroleum use prompted production of Biodiesel on a commercial scale as early as 1991.  The first dedicated Biodiesel production facility in the U.S. did not open until 1994, by which time commercial interest in Biodiesel production had again subsided due to lower petroleum prices.  Despite the lack of mainstream energy industry interest, steady improvements in production technology and a gradual shift in regulatory climate have combined to make the modern era of commercial Biodiesel production possible.  
In 1994 the American Society for Testing and Materials created the ASTM-6751 standard for Biodiesel.  This standard specified quality requirements for Biodiesel, thus allowing general acceptance of Biodiesel by users and manufacturers of diesel powered vehicles and machinery, and allowing the use of Biodiesel without voiding manufacturers’ warranties.  This standard gave Biodiesel the legitimacy it required to enter the fuel mainstream.  U.S. production has increased from 2,000,000 gallons per year in 2000 to between 220 and 250 million gallons per year, and that figure is widely expected to double this year.
5.2.2 Recent Technological Developments

Technologies allowing faster, cheaper, and more efficient Biodiesel production have recently become available, making Biodiesel increasingly viable as an alternative to fossil fuels.  In particular, the development of the Continuous Flow Reactor as an alternative to the traditional batch method of production has allowed massive improvements in uniform quality, production time, and production cost.  The reactor that we intend to use represent the next generation, and incorporate several new innovations massively boosting the efficiency of the Company’s proposed facility compared to existing plants.  All of these factors have increased the appeal of Biodiesel as a substitute or additive to fossil fuels.   Future technologies involving genetically engineered algae and other plants may lower the price of feedstock to the point where Biodiesel is far cheaper to produce than conventional diesel.  New varieties of soybean yielding double the oil of current crops will be available to farmers in the very near future.
In the near term, major automobile manufacturers including Ford, Chrysler, GM, Toyota, Subaru, Nissan, Volkswagen, and Mercedes plan to market diesel powered automobiles in the United States, including diesel-electric hybrids.  This will allow greater penetration of Biodiesel into the consumer automobile fuel market, and could massively increase demand.
5.2.3 Regulation Driving Industry Growth

A series of environmental regulations, international treaties, tax incentives, and governmental mandates have created massive new demand for Biodiesel independent of the cost of petroleum.  Biodiesel is widely supported by politicians of both major parties in every state and at all levels of government.  As public awareness of Biodiesel has grown, increasingly aggressive initiatives have been undertaken.
Since 1992 the Energy Policy Act (“EPAct”) has required that 75% of light-duty vehicles (vehicles weighing less than 8500lbs.) acquired by federal and state agencies with large, centrally fueled fleets located in metropolitan areas must be powered by alternative fuels.  The Department of Agriculture, the U.S. Postal Service, General Services Administration and the U.S. military are all affected.  In 1998 Titles III and V of the EPAct were amended to include Biodiesel among the acceptable alternative fuels, creating a ready market for Biodiesel.  Diesel fueled vehicles can qualify under EPAct simply by proof of purchasing sufficient quantities of 20% or greater blends of Biodiesel fuel.  From a budgetary perspective, this makes Biodiesel extremely attractive to regulated fleets when compared to other alternative fuels, which require expensive specialized vehicles and new infrastructure.
The voluntary component of EPAct, the Department of Energy’s Clean Cities Program, provides technical assistance and financial incentives to state and local government agencies that utilize alternative fuel vehicles in their fleets.  This program, which is expected to grow in the future, increases demand for Biodiesel among government agencies not obligated under EPAct.
In 1999, President Clinton issued Executive Order 13134, which called for an increase in the use of agricultural products for renewable energy purposes.  This order mandated that output of such fuel products, including Biodisel, must be tripled by 2010.  This Order failed to anticipate the coming boom in the Biodiesel market-- production has already increased sixty-fold in the past six years.  Executive Order 13149 of 2000 mandated a 20% cut in petroleum use by federal fleets by 2010.  While there will be many measures adopted to achieve this goal, Biodiesel is widely expected to be substituted for diesel fuel wherever possible as it provides a significant reduction in petroleum use without the need for expensive new infrastructure and vehicles.
In 2001, the EPA finalized the Highway Diesel Rules, which mandated a reduction of sulfur in diesel fuels.  Under Tier 2 of this regulation, diesel for road use must be ULSD with less than 500ppm Sulfur by 2007.  By 2010, the sulfur content must be under 15ppm.  The removal of sulfur from conventional diesel fuel will dramatically increase stress on engines due to the loss of lubricity provided by the former sulfur content.  The addition of 1% Biodiesel to conventional diesel fuel will increase the lubricity of the fuel by 67%, solving this problem for consumers without requiring any modification to existing engines.  This will change is likely to result in a massive new demand for Biodiesel by operators of older diesel-fueled vehicles.  The EPA has already listed Biodiesel as an allowable diesel additive for many years.

In 2004 President Bush signed the American Jobs Creation Act, which created an excise tax credit on Biodiesel to reduce the price of Biodiesel to consumers beginning in 2005.  This bill enjoyed strong bipartisan support and the tax credit was extended one more year (to the end of 2008) in the 2006 Energy Bill.  The tax credit makes Biodiesel more competitive with fossil fuels and will potentially increase consumer demand.
In 2005 the Kyoto Protocol came into force following its ratification by the Russian Federation.  Although the United States has not yet ratified the Treaty, over 160 other nations have.  Under this Treaty, developed nations have pledged to reduce their emissions of greenhouse gasses to 5.2% under 1990 levels over the 2008 to 2012 period.  Few nations are currently on track to meet their commitments under the Protocol, and are therefore likely to utilize Biodiesel to lower emissions resulting from diesel fuel use.  This may require the importation of Biodiesel from the U.S. and elsewhere.

On the state level, regulation can have an even greater impact on the Biodiesel market.  California recently enacted Senate Bill 975, which mandates reductions of CO2 output by 20% by 2010, 40% by 2020, and 75% by 2050.  The reduced emissions of Biodiesel make the fuel a relatively cheap way of achieving those goals for large numbers of the biggest fossil fuel consumers in the state.  Demand for Biodiesel products is therefore expected to skyrocket as a result of this law, and other states (including Wisconsin, Minnesota, and Colorado) seem likely to follow California’s example.  Literally hundreds of laws and regulations beneficial to the Biodiesel industry are passed every year.  A few highlights include:

· Since September 25, 2005 Minnesota has required 2% Biodiesel to be added to all diesel fuel sold for on-road use.  The state of Washington recently passed House Bill 2664, which also requires a minimum of 2% minimum Biodiesel content by December 1, 2008.  Michigan, Iowa, and other states are expected to enact similar or more stringent requirements.
· Michigan has launched an initiative to subsidize 20% of the cost of Biodiesel using federal funds from a $2 Billion Grant given as part of 21st Century Jobs Fund.

· Iowa has mandated a 25% Biodiesel content in all diesel fuel sold in that state by 2020.
· Starting in 2007, Colorado will offer a 3% incentive for the use of alternative fuels (both on-road and for power generation), which will be gradually stepped up to 10% in 2015.
· At least seventeen states have reduced or eliminated taxes on the sale of Biodiesel as an automotive fuel.

New laws supporting Biodiesel are passed on a weekly basis from coast to coast in both blue and red states.  This trend is certain to continue, and will most likely accelerate as the fuel gains increasingly widespread acceptance.  This acceptance is likely to extend beyond power generation and on-road use.  An expected revision to the Clean Harbors Act is likely to include a mandated percentage of Biodiesel in marine diesel fuel.  Vermont and other states are currently exploring programs to promote “bioheat,” the use of Biodiesel as home heating oil.  On the first day of the 110th Congress, a proposal was made to make the Biodiesel Excise Tax Credit permanent.
5.2.4 The Current Market for Biodiesel

As previously stated, pure Biodiesel or Biodiesel mixed with conventional fuel can power a standard diesel engine, diesel power plant, oil-fired home heating furnace, and other diesel-powered machinery.  The potential market for our products is therefore the entire diesel fuel market.  However, the present cost differential between Biodiesel and conventional diesel and limited supply make Biodiesel more viable as an additive to, rather than an outright substitute for, fossil fuels.  This may change if the prices of fossil fuels rise above the cost of Biodiesel.
As discussed in Section 5.2.3, above, the current demand for Biodiesel is driven largely by government mandates, regulations, and tax credits, and to a lesser degree by environmentally motivated consumers.  Approximately 75 million gallons of Biodiesel were produced in the United States in 2005, which sold for an average of $3.40/gallon.  None of this supply was left unused.  Production tripled in 2006, and prices have varied less than the prices of conventional diesel during the same period.  Annual fluctuations in price of approximately 25% have not been unusual in the recent years.  In June of 2006 the national average was reported by the Department of Energy to be $3.76/gallon, and the Alternative Fuel Index reports that as of October, 2006, the national average price for Biodiesel was $3.34/gallon.  The March, 2007 report by the Department of Energy shows the national average price to be $3.31/gallon, up from the January of 2007 figure of $3.09/gallon published by the Alternative Fuel Index.
Although the supply is rapidly increasing as new plants come online, the demand is also growing.  Biodiesel will be widely used as an additive to conventional diesel fuel as the sulfur content is reduced, and Biodiesel will be specifically required for use by many fleets, such as the military, who will be required to use 20% Biodiesel in all of their non-combat vehicles by 2008.  Biodiesel is also widely expected to be used to reduce emissions in areas where they are capped by law.  In addition to the demand generated by regulation, the use of the fuel for home heating oil (as “bioheat”) grew by 700% in 2005-2006 as a result of marketing by distributors.  In the near future, a new generation of diesel-powered and diesel hybrid vehicles are poised to enter the U.S. market, boosting consumer demand.
It is clear that only the tiniest fraction of the available market has been tapped at this time and the potential for expansion of production is limited only by the availability of feedstock.
5.2.5 The Future of the Biodiesel Industry

As the prices of agricultural products continue to decline and the costs of fossil fuels again rise, it is natural to expect that an increasing share of the energy market will consider Biodiesel as an efficient and economical substitute for diesel fuel.

5.3 Customer Profile

Management intends to sell the Company’s full output to major national and international distributors of Biodiesel.  Several of these distributors are located in the region, including the largest such company in North America.  These distributors will then resell our products to government agencies, power generation facilities, private vehicle fleets, and retailers whom will themselves resell our product to individual consumers.

5.4 Competition

Because our product will be mixed with conventional fossil fuels for the foreseeable future, Boston Biofuels, LLC will cooperate with, rather than compete against, producers of those products.  The Company’s direct competition will be other Biodiesel producers and the producers of other alternative fuels, such as ethanol, hydrogen fuel cells, and solar panels.  Management is confident that Biodiesel will dominate the alternative fuel market rather than the various proposed competing technologies due to its inherent technical advantages.

5.4.1 Competition From Other Alternative Fuels

Compared to Biodiesel, Ethanol is extremely expensive and time consuming to produce. The energy content in the finished product is relatively low, and its distillation process requires much more feedstock per gallon.  Not counting the feedstock, Ethanol costs around $1.74/gallon to produce compared to less than $0.40/gallon for Biodiesel.  Even with the hefty $0.51/gallon U.S. government subsidy currently in place, the fuel cannot be made profitably.  The finished product has a very low flashpoint, which increases its danger compared to both Biodiesel and conventional fossil fuels.  Existing gasoline engines and service stations require modifications to use Ethanol, whereas Biodiesel is a seamless substitute for diesel fuel.  In addition to these economic and safety factors, Ethanol is of dubious environmental benefit.  A University of California report demonstrates that Ethanol derived from corn requires the consumption of 29% more fossil fuel energy than the resulting Ethanol produces.  Other feedstock is even less efficient.  In comparison, Biodiesel produces 320% more energy than is required for its production.  Ethanol is therefore unlikely to maintain its massive current level of subsidization, and will never be able to compete with Biodiesel in the United States.  E-diesel, a diesel fuel blend incorporating 7-15% ethanol, is still experimental, but will suffer many of the same problems described above plus technical problems involving separation of the ethanol from the diesel fuel.
Hydrogen faces similar disadvantages in comparison to Biodiesel.  Hydrogen is not an actual energy source, but rather a method of storing energy generated by other fuels.  It is extremely dirty to make using the currently preferred method of steam reformation, although the process is relatively fast. The hidden costs of Hydrogen include extremely high transportation costs, as it must first be either compressed or liquefied, which are both highly energy intensive processes.  These costs are negligible when compared to the cost of developing the vehicles and infrastructure needed to support hydrogen fuel.  While Biodiesel is more expensive to make, the process is far cleaner.  It can be transported, distributed, and used with our existing infrastructure.
Solar powered vehicles have already been largely abandoned due to technological limitations on energy conversion and energy storage.  The required panels are expensive, fragile, and unreliable due to weather and other conditions.  The consensus among transportation experts is that solar powered vehicles are unlikely to see use in the foreseeable future.  

None of the other alternative fuels show the economic, logistical, or environmental promise of Biodiesel.  Possible future competitors may include exotic fuels derived from liquefied coal, natural gas, cellulosic plant matter, or animal fats, but these will not reach the market for many years, if ever, and are likely to suffer the same sorts of problems described above. Competition from firms using non-Biodiesel technology is therefore not expected to represent a significant threat to our share of the energy market for the foreseeable future.

5.4.2 Competition From Other Biodiesel Producers
Boston Biofuels, LLC, will be an extremely competitive company in a relatively noncompetitive field.  Demand for Biodiesel is currently so strong that even the smallest and least efficient producers are thriving.  The industry is changing however, as the number of operating plants continues to skyrocket.  Although there are plants in operation several times larger than our proposed facility, ours will be among the most efficient, and the most technologically advanced.

The main competitive advantage of Boston Biofuels, LLC will lie in its use of cutting edge reactor technology and flexibility in feedstock selection.  The reactors that the Company plans to purchase will minimize production costs compared to existing plants and small batch processors.  In addition, the capital costs for these reactors will be as little as a twentieth of what equipment of similar capacity cost our competitors. Our facility will be designed to accommodate multiple independent and modular continuous flow reactors.  This configuration will allow expansion without interruption of operations.
Unlike many of our competitors, the company will use virgin oil as feedstock instead of recycled cooking oil or animal fats.  This results in a higher quality product and eliminates the need for numerous expensive and waste-intensive filtration and purification steps. Unlike many of the largest producers of Biodiesel located in the Midwest, the Company will not be contractually or technically tied to the exclusive use of domestic soybean oil.  The Company’s reactors will allow the use of alternative oils such as rapeseed and palm, which are often available at much lower prices, allowing great savings in cost of sales.  Similarly, we are not affiliated with any particular farm cooperatives, so our output will not be directly limited by the yields of such oil producers.  Multi-feedstock capability is currently rare in the Biodiesel industry, and rising soybean oil prices will favor producers (such as Boston Biofuels LLC) able to use alternatives such as rapeseed and palm oil.
The Company will have direct access to transportation by rail, which will eliminate the need for inefficient highway-based transportation.  The Company will also maintain a large onsite storage capacity including a 
1,500,000 gallon feedstock tank and pumps connecting numerous tanker rail cars.  This arrangement will allow the Company to implement a physical risk management strategy for feedstock procurement.  By purchasing large quantities of feedstock and chemicals while prices are lowest, the Company will be able to mitigate the risks inherent to the volatile feedstock oil market without paying the premiums associated with financially-based risk management strategies.  In the long term, this investment will also reduce the Company’s overhead by eliminating the costs of tank rental from other companies and the additional transportation costs required for moving feedstock, chemicals, and products on and off site.

Boston Biofuels, LLC will also obtain BQ-9000 certification at the commencement of operations.  This certification guarantees our customers that our product will be ASTM 6751.06a compliant from the delivery of feedstock and chemicals to our sale of the final product without the need for testing each batch.  As a BQ-9000 producer, all purchasers will accept our product as premium quality Biodiesel.  Small batch producers are unlikely to be eligible for this certification.  None of the regional competitors listed below are currently certified to BQ-9000 standards.  The nearest certified producer is located in Ohio, and nationally there are only a dozen.  Georgia has already banned the sale of non-ASTM certified Biodiesel and other states are likely to follow their lead.

Biodiesel is not currently imported in significant quantities from foreign producers due to the higher cost of feedstock abroad and the added costs of international shipping.  As of November 14, 2006, there are 88 significant commercial businesses producing Biodiesel in the United States (see Appendix D for details).  No surplus Biodiesel is currently produced.  Of these potential competitors, very few produce Biodiesel in the New England area.  The nearest producers are Bio-Pur, Inc. of Bethlehem, CT, and the North American Biofuels Company, Inc. of Bohemia, NY.  This will allow Boston Biofuels, LLC to freely seek out local opportunities and pursue local incentives.
Bio-Pur, Inc. of Bethlehem, CT, our nearest active competitor, has the capacity to produce 400,000 gallons of Biodiesel per year using soybean oil.  Because their production is small and uses older batch processing methods, Boston Biofuels, LLC will enjoy numerous competitive advantages over Bio-Pur Inc.  Being larger scale and more modern, our production method will be faster and more efficient in terms of labor and energy consumption.  We will also have zero waste and produce a higher quality, more consistent product.  In addition, our site will provide us with cheaper access to distribution.
North American Biofuels Company, Inc. of Bohemia, NY has an annual production capacity of 1,000,000 gallons using 100% recycled oils such as trap grease.  Aside from the above referenced efficiencies of scale, our operation’s use of virgin oils has multiple benefits.  First, our process does not require expenditures for preparation and filtration of the raw feedstock, steps that reduce our production time and lowers our costs by an estimated $0.30 per gallon plus the costs of disposing of their waste products.  These costs exceed the savings resulting from their lower feedstock price.  Second, Biodiesel produced using virgin oils possesses superior cold flow properties due to lower saturated fat content than Biodiesel made from recycled oils.  Our product therefore will gel at approximately the same temperature as conventional diesel fuel, where Biodiesel made from recycled oils will gel (and plug fuel systems) at temperatures as much as 35 degrees Fahrenheit warmer.  As they are dependant upon fixed supplies of recycled oil, they will have increased difficulties expanding in the future.
Several additional production facilities are planned in the Northeast.  These range from small facilities using recycled oil (such as those being built in Fairfield, ME, Durham, NH, and Westerly, RI) to the industrial scale mixed feedstock facility planned by Twin River Technologies in Quincy, MA.  Northeast Biodiesel, LLC of Greenfield, MA has a 5,000,000 gallon plant under construction, and Baker Commodities, Inc. of Los Angeles, CA has stated an intention to build a 10,000,000 gallon plant in Billerica, MA.  Both of these plants will use recycled oils, much like North American Biofuels and will therefore face similar disadvantages compared to our products.  
Although Biodiesel production throughout the nation is expected to increase dramatically in the near future, Boston Biofuels, LLC will possess numerous technical and logistical advantages ensuring its competitiveness.  The company will be uniquely positioned to supply regional distributors with high quality Biodiesel.
Key Strategic Issues
6.1 Sustainable Competitive Advantage

The Company will be able to maintain successful business operations because of the following:

· A management team that has a complete understanding of the complex day to day activities of alternative fuel production.
· Extremely favorable regulatory treatment of product ensuring the ability to sell Biodiesel into the open market at profit regardless of the general economic environment and fossil fuel prices.
· The sale of an alterative energy product that has rising demand in the open market.
· The capacity for massive future expansion due to modular design and a well-planned physical plant.
· The reduced burden of financing capital expenditures due to use of newly available reactor technology. 
· A production facility that is designed to produce maximum Biodiesel output while minimizing the Company’s cost structures.
· Reduced transportation and storage costs due to facility placement and design.
· BQ-9000 Certification guaranteeing product quality and purity and opening access to the nation’s most important distributors.
· Providing energy products that are good for the environment and produce only a fraction of the emissions normally associated with traditional petroleum based fuels.
· Commitment to exploration of new and innovative technologies to improve production process and maximize profitability, including new reactor technology and usage of alternative feedstocks.
6.2 Basis for Growth


The Company will grow through four main avenues:

· The successful marketing and growth of Boston Biofuels, LLC’s alternative energy products to distributors throughout the United States and the world.
· Expansion of production capacity at our Taunton, MA facility.

· Development of additional production facilities throughout North America based upon the same model.

· Reinvestment of the Company’s profits to increase production efficiency and reduce overhead costs through use of future technologies.
Marketing Plan

7.1 Marketing Objective
· Build strong relationships with the Company’s purchasers of Biodiesel and glycerin products.

· Educate legislators and the public about the benefits of Biodiesel and encourage additional regulation promoting its use.

7.2 Sales Forecasts
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Year

2009

2010

2011

2012

2013

Growth Rate

N/A

102%

52%

35%

26%

Biodiesel Sales

$44,080,000.00

$89,041,600.00

$134,898,024.00

$181,662,672.32

$229,349,123.80

Glycerin Sales

$912,000.00

$13,680,000.00

$20,520,000.00

$27,360,000.00

$34,200,000.00

Total Sales

$44,992,000.00

$102,721,600.00

$155,418,024.00

$209,022,672.32

$263,549,123.80

Cost of Sales Forecast

Year

2009

2010

2011

2012

2013

Growth of Costs

N/A

100%

51%

35%

26%

Cost of Biodiesel Sales

$37,031,643.00

$74,015,190.54

$111,818,905.29

$150,466,221.77

$189,987,646.39

Cost of Glycerin Sales

0

$50,000.00

$75,000.00

$100,000.00

$125,000.00

Total Cost of Sales

$37,031,643.00

$74,065,190.54

$111,893,905.29

$150,566,221.77

$190,112,646.39

Year

2009

2010

2011

2012

2013

Gross Profit

$7,960,357.00

$28,656,409.46

$43,524,118.71

$58,456,450.55

$73,436,477.41


7.3 Sales Assumptions

Year 1

· After a one-year construction phase, the Company’s operations will commence and the business will begin to generate revenue.

· Sales are expected to reach 
$44,992,000.00 of revenue in the first year of operations based on 
15,200,000 gallons of production selling at 
$2.90 per gallon.

· Assuming that feedstock will cost 
 per gallon and chemical costs remain 

 per gallon, net profits will reach 
$7,639,357.00 in the first full year of operations.
Year 2

· At this point, the Company will expand its production capability to 
30,400,000 gallons per year by adding a second reactor.

· The Company will boost the profitability of its operations by adding a Glycerin refining capability, increasing the value of the Glycerin byproduct from 
$0.60 per gallon to 
$4.50 per gallon.

· Gross receipts will reach 
$102,721,600.00.

· Net profits will reach approximately 
$27,856,909.46.
Years 3-5

· The Company will add one additional reactor in the third year, the fourth year, and in the fifth year.

· By the fifth year of operations gross sales will reach 
$263,549,123.80 and net profits will reach approximately 
$72,552,804.91.

7.4 Marketing Strategies

Currently, there are a number of organizations, including the National Biodiesel Board, which propose initiatives, lobby legislatures, and inform the general public about the benefits about Biodiesel.  Management intends to join these organizations and industry groups in order to participate in these efforts and to develop networks within the industry.
Additionally, the Management intends to participate in industry conventions, energy product trade shows, and other public forums to promote the understanding of Biodiesel in the general and business public. 

Timely coverage of the Company’s products and activities will be further directed through ongoing press relations, news releases and feature stories targeted at key scientific and energy industry professionals. Publicity activities will be designed to generate ongoing coverage about the Company in targeted media by providing writers and editors with newsworthy releases, features, stories, briefs, and visual material for their columns and stories.  Management intends to utilize its website, www.bostonbiofuels.com to distribute these promotional materials.
Most importantly, the Company intends to invest substantial effort in educating the state legislature of Massachusetts concerning the benefits of Biodiesel and mobilizing public support for regulation supporting the industry.  The company’s will make general information about Biodiesel known through use of its website.

7.5 Product Marketing

The Company will notify regional, national, and worldwide distributors of Biodiesel of the availability of our products through targeted executive marketing efforts.  Management anticipates no difficulty selling the Company’s full output either through a negotiated output contract or in lots on the commodity market.
7.5.1 Price

As of March 2007, the retail price for high quality pure Biodiesel energy products is approximately $3.31/gallon, and the wholesale price is approximately 
$2.90/gallon.  These prices appear to be unusually low by historic standards, and Management anticipates that they will increase in the coming months.
7.5.2 Distribution

Once Biodiesel production commences, the Company will store the finished Biodiesel and Glycerin products in tanker cars located on our facility.  Trains will run on an approximately weekly basis, delivering our products to our customers at their own expense.  The distribution and handling methods of Biodiesel fuel are guided by BQ-9000 standards, as published by the National Biodiesel Board.
Organizational Plan

8.1 Company Organization

The members of Boston Biofuels, LLC will divide the responsibilities of Corporate management as follows:
Nicholas Cefalu: President

Tony Cefalu: Business Manager, Treasurer

Matthew Lococo, Chief Engineer

Brian Ross, Chief Operations Officer
William Serwetman, Chief Counsel, Secretary

Additional employees will be hired to staff the production process and provide support.  Suitable candidates have been identified and will be available immediately.
8.2 Organizational Budget

The Company budget assumes that the Management will share production and administrative responsibilities with 5 employees for the first five years of operations.  The number of reactors does not significantly impact the labor requirements for running the facility, and three eight hour shifts of two workers each should be sufficient to handle all aspects of operations while allowing management to address business issues.  The figures below assume a 
 annual pay increase for both employees and management.

[image: image6.wmf]Personnel Plan - Yearly

2009

2010

2011

2012

2013

Management (5)

$550,000.00

$572,000.00

$594,880.00

$618,675.20

$643,422.21

Employees (5)

$275,000.00

$286,000.00

$297,440.00

$309,337.60

$321,711.10

Total Personnel Cost:

$825,000.00

$858,000.00

$892,320.00

$928,012.80

$965,133.31


Financial Plan

9.1 Underlying Assumptions

The Company has based its pro forma financial statements on the following:

· Boston Biofuels, LLC anticipates that its growth rate will be 
102% in its second year, 
52%
 in its third year, 
35% in its fourth year, and 
26% in its fifth
 year over the course of the first five years, dependent on market conditions.
· Management shall settle most short-term payables at the end of each month.

· The Company will solicit 
$7,500,000.00 of funding to develop and execute this business plan.

· The Company will achieve gross margins of 
19.58%
 on revenue generated in its first year.

9.2 Financial Highlights

· Positive cash flow and profitability in each year of operation.

· The ability to create high gross margin cash flows through the Company’s products.
· A large inventory of plant, property, and operating assets that can be divested within two years time.
9.3 Sensitivity Analysis

The primary sensitivity faced by the Company is the cost of feedstock.  Because it is a commodity, soybean oil feedstock will fluctuate in price, so our business plan assumes an average price of 
$2.05
 per gallon for the year of 2008, which is on the high side of prices observed in 2006-2007.  Cheaper feedstock, such as rapeseed or palm oil, is likely to be available for many months every year.  Every $0.10 increase in the cost of feedstock over the assumed 
$2.05/gallon
 will lower the Company’s first year profits by approximately $1,500,000.  Conversely, every decrease will comparably increase profits.  The soybean oil supply continues to grow as harvests break new records every year, and cheaper alternatives are also becoming more readily available.  Palm oil, in particular, has declined in price as Indonesian production has developed.  Use of genetically modified crops currently under development may further boost oil production in the near future as well.
A secondary sensitivity will be the market price for Biodiesel.  Demand is projected to outstrip available supplies for the near future, but many large new producers are likely to come online every year.  Although demand is rapidly increasing as a result of regulation and is widely expected to continue to do so, increased production and increased competition could drive down the selling price of Biodiesel.
The Company’s revenues are only marginally sensitive to changes in the general economy and fossil fuel prices.  Regulations create a vast fixed demand that is unlikely to ever decrease.  A great increase in the cost of petroleum products could massively increase demand for Biodiesel as a fossil fuel substitute, but a great drop in petroleum prices should not affect the company’s bottom line.
9.4 Source of Funds
The Company anticipates that it will obtain the required funds through a combination of loans and equity investment.
Initial Contributions:


[image: image7.wmf]Financing

Angel Investment

$1,124,340.11

Bank Loans

$4,000,000.00

SBA Loans

$2,371,260.63

Total Financing

$7,495,600.74



9.5 Financial Proformas

A) Profit and Loss Statements


[image: image8.wmf]Proforma Profit and Loss (Yearly)

Year

2009

2010

2011

2012

2013

Sales

$44,992,000.00

$102,721,600.00

$155,418,024.00

$209,022,672.32

$263,549,123.80

Cost of Goods Sold

$36,181,643.00

$73,132,190.54

$110,865,892.49

$149,397,333.58

$188,741,444.86

Gross Margin

19.58%

28.81%

28.67%

28.53%

28.38%

Operating Income

$8,810,357.00

$29,589,409.46

$44,552,131.51

$59,625,338.74

$74,807,678.95

Expenses

Payroll (inc. taxes etc.)

$825,000.00

$858,000.00

$928,012.80

$1,043,888.19

$1,221,201.54

Utilities (plant only)

$25,000.00

$25,250.00

$25,502.50

$25,757.53

$26,015.10

Professional Services

$72,000.00

$72,000.00

$72,000.00

$72,000.00

$72,000.00

Marketing

$20,000.00

$20,000.00

$20,000.00

$20,000.00

$20,000.00

Insurance

$225,000.00

$247,500.00

$272,250.00

$299,475.00

$329,422.50

Certification

$0.00

$0.00

$2,250.00

$0.00

$2,250.00

Maintenance and Misc

$4,000.00

$460,000.00

$460,000.00

$460,000.00

$460,000.00

Depreciation Expenses

$110,066.67

$139,233.33

$168,400.00

$197,566.67

$226,733.33

Total Operating Costs

$1,281,066.67

$1,821,983.33

$1,948,415.30

$2,118,687.38

$2,357,622.47

EBITA

$7,529,290.33

$27,767,426.13

$42,603,716.21

$57,506,651.35

$72,450,056.48

Federal Income Tax

$0.00

$0.00

$0.00

$0.00

$0.00

State Income Tax

$0.00

$0.00

$0.00

$0.00

$0.00

Interest Expense

$0.00

$0.00

$0.00

$0.00

$0.00

Net Profit

$7,529,290.33

$27,767,426.13

$42,603,716.21

$57,506,651.35

$72,450,056.48

Profit Margin

16.73%

27.03%

27.41%

27.51%

27.49%
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B) Common Size Income Statement


[image: image10.wmf]Year

2009

2010

2011

2012

2013

Sales

100.00%

100.00%

100.00%

100.00%

100.00%

Cost of Goods Sold

80.42%

71.19%

71.33%

71.47%

71.62%

Operating Income

19.58%

28.81%

28.67%

28.53%

28.38%

Expenses

Payroll (inc. taxes etc.)

1.83%

0.84%

0.60%

0.50%

0.46%

Utilities (plant only)

0.06%

0.02%

0.02%

0.01%

0.01%

Professional Services

0.16%

0.07%

0.05%

0.03%

0.03%

Marketing

0.04%

0.02%

0.01%

0.01%

0.01%

Insurance

0.50%

0.24%

0.18%

0.14%

0.12%

Certification

0.00%

0.00%

0.00%

0.00%

0.00%

Maintenance and Misc

0.01%

0.45%

0.30%

0.22%

0.17%

Depreciation Expenses

0.24%

0.14%

0.11%

0.09%

0.09%

Total Operating Costs

2.85%

1.77%

1.25%

1.01%

0.89%

Net Profit

16.73%

27.03%

27.41%

27.51%

27.49%


C) Cash Flow Analysis
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Year

2009

2010

2011

2012

2013

Cash from Operations

$7,529,290.33

$27,767,426.13

$42,603,716.21

$57,506,651.35

$72,450,056.48

Cash from Receivables

$0.00

$0.00

$0.00

$0.00

$0.00

Operating Cash Inflows

$7,529,290.33

$27,767,426.13

$42,603,716.21

$57,506,651.35

$72,450,056.48

Other Cash Inflows

Managers' Equity

$0.00

$0.00

$0.00

$0.00

$0.00

Investment Equity

$0.00

$0.00

$0.00

$0.00

$0.00

Increased Borrowings

$0.00

$0.00

$0.00

$0.00

$0.00

Total Other Cash Inflows

$0.00

$0.00

$0.00

$0.00

$0.00

Total Cash Inflows

$7,529,290.33

$27,767,426.13

$42,603,716.21

$57,506,651.35

$72,450,056.48

Cash Outflows

A/P decreases

$0.00

$0.00

$0.00

$0.00

$0.00

A/R increases

$0.00

$0.00

$0.00

$0.00

$0.00

Loan Repayment

$964,711.70

$964,711.70

$964,711.70

$964,711.70

$964,711.70

Asset Purchases

$1,697,000.00

$1,602,000.00

$1,602,000.00

$1,602,000.00

$1,602,000.00

Allocations

$0.00

$0.00

$0.00

$0.00

$0.00

Total Cash Outflows

$2,661,711.70

$2,566,711.70

$2,566,711.70

$2,566,711.70

$2,566,711.70

Net Cash Flow

$4,867,578.64

$25,200,714.43

$40,037,004.52

$54,939,939.66

$69,883,344.78

Cash Balance

$4,867,578.64

$30,068,293.07

$70,105,297.58

$125,045,237.24

$194,928,582.03
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D) Balance Sheet


[image: image13.wmf]Proforma Balance Sheet (Yearly)

Year

2009

2010

2011

2012

2013

Assets

Cash

$4,867,578.64

$30,068,293.07

$70,105,297.58

$125,045,237.24

$194,928,582.03

Amortized Costs

$0.00

$0.00

$0.00

$0.00

$0.00

Land

$600,000.00

$618,000.00

$636,540.00

$655,636.20

$675,305.29

Plant Building + FF&E

$1,500,000.00

$1,500,000.00

$1,500,000.00

$1,500,000.00

$1,500,000.00

Plant Equipment

$1,802,000.00

$3,404,000.00

$5,006,000.00

$6,608,000.00

$8,210,000.00

Biodiesel Inventory

$0.00

$0.00

$0.00

$0.00

$0.00

Feedstock and Chemicals

$0.00

$0.00

$0.00

$0.00

$0.00

Misc. Assets

$0.00

$0.00

$0.00

$0.00

$0.00

Accumulated Depreciation

-$110,066.67

-$249,300.00

-$417,700.00

-$615,266.67

-$842,000.00

Total Assets

$8,659,511.97

$35,340,993.07

$76,830,137.58

$133,193,606.78

$204,471,887.31

Liabilities and Equity

Accounts Payable

$0.00

$0.00

$0.00

$0.00

$0.00

Long Term Liabilities

$5,972,537.18

$5,538,873.38

$5,067,120.44

$4,553,838.84

$3,995,271.00

Other Liabilities

$0.00

$0.00

$0.00

$0.00

$0.00

Total Liabilities

$5,972,537.18

$5,538,873.38

$5,067,120.44

$4,553,838.84

$3,995,271.00

Net Worth

$2,686,974.80

$29,802,119.69

$71,763,017.15

$128,639,767.93

$200,476,616.31

Total Liabilities + Equity

$8,659,511.97

$35,340,993.07

$76,830,137.58

$133,193,606.78

$204,471,887.31

condensed for graph

Year

2009

2010

2011

2012

2013

Total Assets

$8,659,511.97

$35,340,993.07

$76,830,137.58

$133,193,606.78

$204,471,887.31

Total Liabilities

$5,972,537.18

$5,538,873.38

$5,067,120.44

$4,553,838.84

$3,995,271.00

Net Worth

$2,686,974.80

$29,802,119.69

$71,763,017.15

$128,639,767.93

$200,476,616.31
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9.6 Break Even Analysis

[image: image15.wmf]Break Even Analysis

Year

2009

2010

2011

2012

2013

Monthly Revenue

$3,121,892.47

$6,246,181.16

$9,401,192.32

$12,626,335.08

$15,924,922.28

Yearly Revenue

$37,462,709.67

$74,954,173.87

$112,814,307.79

$151,516,020.97

$191,099,067.33
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SWOT Analysis

Strengths

· Predictable streams of revenue from the direct sale of Biodiesel products to Boston Biofuel’s customers.

· An extremely favorable regulatory climate stimulating demand independently of market prices for fossil fuels.

· The ability to expand into several markets through the development of additional plant facilities throughout the United States.

· An experienced and knowledgeable management team that will be able to guide the development and implementation of this business plan so that the business reaches profitability in its first production year.

· Development of a business that produces a product that is currently in demand, and will remain in demand for years to come.

· A commitment to research and development that will strive to continually reduce production costs through increased efficiency.

Weaknesses

· A business model that is not patentable and therefore could be copied by a potential competitor.
· Major, well-financed competitors can develop products that are substantially similar to those of the Company. 
· Biodiesel products and vegetable oil feedstock is subject to fluctuations of market price.
Opportunities 

· Expansion into several national and international markets
· Development of additional reactors at the Company’s Taunton facility.
· Development of additional plants throughout North America.
· Research and develop new and more efficient ways to improve output.
· Access to cheaper feedstock oils generated by genetically modified algae.
· Develop contractual agreements for biofuel product delivery among government agencies and major corporations.
Threats

· Price of biofuel products and vegetable oil feedstock subject to daily fluctuation of price.

· Liabilities resulting from plant injuries.

· Cost driver prices can suddenly increase, causing a significant change in the Company’s profit and loss statement. 

· Operating systems duplication by major competitors. 

Critical Risks and Problems

Development Risk – Low
Boston Biofuels, LLC is seeking to become a major market supplier of alternative energy Biodiesel products. The process of converting organic oils into energy products is a complicated process, and Management faces significant development hurdles before operations commence. However, they will have the technical assistance of the manufacturers of their equipment, including a one-year manufacturer’s warranty.
Financing Risk – Moderate
Management is seeking 
 in financing, which will be secured by the land, building, and operational assets of the business. Approximately 
 of the Company’s total financing will go towards the direct purchase of saleable assets or commodities. The remaining portion of the financing will be used for early operating costs.
Marketing Risk – Low/Moderate

Prior to the launch of operations, Management will launch an extensive public relations campaign to inform the market of the availability of the Company’s Biodiesel products and of the Company’s advantage of BQ9000 certification.
Management Risk – Moderate
Although the Management of the Company includes managers that are very well versed on the energy market and the production of Biodiesel products, none have any direct experience in the energy industry.  The management will therefore make extensive use of consultants where needed in order to properly implement the strategies outlined in this business plan.

Valuation Risk – Low

The risk that the Management pays too much for the venture is offset by:

· Investor funds will be in a Company that generates recurring streams high margin revenue from the sale of economically energy products.

· The Company’s growth rate will create value and equity in the business very quickly.

· The business will have a large inventory of energy producing operating assets that can be divested within 24 months. 

Exit Risk - Low 

Once the business is developed and reaches the size expected in this business plan, it would take approximately one to two years to find a suitable buyer or merger target for the business. The sale of the business to a third party entity will be extremely complicated, and Management will enlist a qualified nationally recognized investment bank to effect the sale of Boston Biofuels, LLC to a third party.

Reference Sources

All statistics and market information was obtained through:

1. U.S. Government Bureau of Labor Statistics

2. U.S. Economic Census



Chemical Manufacturing – NAICS Code – 325



Chemical Consulting – NAICS Code – 541690

3.  National Biodiesel Board

4.
U.S. Department of Energy (including the Energy Efficiency and Renewable Energy agency)
5.
www.Dailyfutures.com

3. Chicago Board of Trade

4. Methanex

5. Bunge North America

6. Alternative Fuel Index

7. Biodiesel, Growing a New Energy Economy, Greg Paul, 2005.
8. Biodiesel Magazine
9. United Soybean Board

10. General Star Management Company, Insurance Proposal dated Dec. 12th, 2006

11. Hayes Pump Inc.
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