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This preliminary business plan (the "business plan") has been prepared solely for the internal use of Christian Heritage Ltd.  (hereinafter "CH") and contains sensitive material which belongs to CH. Any person to whom the business plan is given or into whose hands it falls is hereby warned not to rely on the data contained herein without checking same out himself, and not to copy, pass on or divulge any portion hereof to another without obtaining the prior written consent of CH.

The business plan is not  intended to serve any person or entity seeking to enter into a contractual relationship with CH as the basis for undertaking any commitment in connection therewith or in connection with or in regard to rights connected therewith, nor to serve any person seeking to alter his own situation pertaining to any of the foregoing , and every person or legal entity must, as aforesaid, make his or its own investigations, and it is recommended to them that they consult with experts acting on their behalf, including specialists in the economic and legal spheres.

Neither CH nor any person who was engaged in the preparation of the business plan is liable for the correctness of the data, the information, the representations or the conclusions contained herein.
OVERVIEW
One of the major events of the commemoration of the 2000th birthday of Christ will be the inauguration of the Christian Heritage Miniature Park.

The park concentrates in Nazareth, opposite the Mount of the Precipice, the most important events, cathedrals and edifices of the history of Christianity, with miniatures, scenery and audio visual attractions.

The project is part of a new tourist complex, Nazareth 2000, and is strongly recommended by the Mayor of Nazareth, the Church establishment, and the Israeli Ministry of Tourism.

The Israeli Ministry of Tourism expects that, by the year 2000, 1.9 million Christians will visit Israel, among them 950,000 pilgrims. Visitors to Nazareth will increase by then to 1,200,000.  

Based on conservative forecasts of pilgrims, tourists and resident visitors, the number of visitors in the first seven years of the project will be : 1999 - 150,000, 2000 - 900,000, 2001 - 800,000, 2002 - 900,000, 2003 - 1,000,000, 2004 - 1,100,000, 2005 - 1,200,000.

Miniature Parks in Europe, such as Madurodam, MiniItalia and MiniEurope, accommodate between 400,000 to 1,250,000 visitors annually. 

The scale of the 100 - 150 miniature models is 1:25. Music will be heard from most models and scale figures will be shown in their local costumes. 

The miniatures will start from the holy places and churches of the Holy Land and evolve to churches over the world, in Italy, Spain, France, England, Germany, Russia, Benelux, Scandinavia, USA, South America, and other locations.

The miniatures will also describe major events and miracles in the Christian history in the last 2000 years. All Christian  Faiths will be represented - the Catholics, Protestants and Orthodox.

Two phases were envisaged in the business plan: Phase I, with basically,  the Miniature Park, the gardens, a main building with exhibitions, restaurants, shops and offices.

Phase II, which is optional, comprises an amphitheater for audio visual laser shows, a Christian Origins village and attractions in an extension of the main building - virtual reality, computerized center, holograms, an auditorium and conference rooms.

The purchasing costs of the 29,000 sq. m. land of the park and the parking area amount to $1M. The infrastructure costs amount to $5M and the miniatures costs are $3.5M. 

The erection costs of the 4,800 sq. m. (Phase I) to 8,000 sq. m. (Phase I + II) main building amounts to $9 - 15M respectively, and its facilities, furniture, etc. cost - $0.8 - 1.5M. 

The development of the attractions’ software, running-in expenses and working capital needs require additional $0.7 - 2M. The amphitheater and Christian Village in Phase II require an additional investment of $2M.

The total investment for the erection of the Park amounts to $20M in Phase  one and $30M in Phase I + II, needed in the time frame of the erection - about two years from 1997 to 1999.

Conservatively, an average revenue of $10 (Phase I) - $15 (Phase I + II) was forecasted as entrance fees from every visitor that will purchase   tickets to the Miniature Park, the attractions building and the laser shows.

An average income of $10 - 15 respectively is forecasted from a visitor in the restaurants, coffee shop, snack bars and souvenir shops, vending and video games machines. In total, the income from every visitor will amount to $20 (Phase I) to $30 (Phase I + II).

The total income of the Park is forecasted as follows, in the two alternatives:  1999 - $3 - 4.5M, 2000 - $18 - 27M, 2001 - $16 - 24M, 2002 - $18 - 27M,  2003 - $20 - 30M, 2004 - $22 - 33M, 2005 - $24 - 36M.

A personnel of about 55 employees, costing $1M annually, will be needed to operate the Park regularly. Additional 80 part time employees will be needed in the high season and weekends.  

The total labor costs amounts to $1.8M annually. The total non - labor operating costs for electricity and heating, local taxes, water, insurance, advertising, communications, maintenance, etc. is about $2M annually.

The operating costs of the restaurants and shops, operated directly by the Park, are about 50% of their  revenues, on top of the $3.8M annual operating  costs of the Park.  

The operating profit of the Park, before depreciation and financing, from the tickets, restaurants and shops, in the two alternatives is as follows: 1999 - $0.6 - 1.6M, 2000 - $9.8 - 16.1M, 2001 - $8.4 - 14M, 2002 - $9.8 - 16.1M, 2003 - $11.2 - 18.2M, 2004 - $12.6 - 20.3M, 2005 - $14 - 22.4M.

The Net Present Value of the plan varies between $11.6M in Phase I to $21.6M in Phase I + II, when applying a discount rate of 15% annually, after a full return of the initial investment of $20 - 30M, respectively, without taking into account the plan’s residual value.

The company has applied for an approved enterprise status. The business plan is based on the most conservative scenario of full corporate tax exemption and no grants. 

The minimum equity required for the project is 30% of the investment. The remaining investment could be raised from bank loans, suppliers’ credit,  etc. 

If the investor prefers to start the project with phase I, and receive grants instead of full tax exemption, the total investment of the project could amount to only $17M, net of $3M grants, requiring an equity of about $6M.

The shares of the company are divided equally between the founders, that have excellent contacts with the Christian establishment and the Israeli authorities, and extensive experience in erection of large scale projects.  

The founders offer equity of the company in return to financing of the project, whether by equity, loans or bank guarantees. 

The founders may continue to manage the project through all its phases. The Board of Directors of the company will comprise the founders, the investors, and possibly prominent persons from the Christian community and establishment.

The plan examines the sensitivity analysis in the different options, as well as an exit strategy for the investor that could be at an IPO in the year 2000, with a very high valuation of the company. 

I  BACKGROUND
The commemoration of the 2000th birthday of Christ will be celebrated throughout the world in a series of events. One of the major events will be the official inauguration of the Christian Heritage (CH) Miniature Park in Nazareth.

The Park will visualize to the visitors the Christian Heritage since its early phases, conveying religious and recreation experience by the most advanced and captivating techniques.

CH is a unique concept, located in one of the holiest places of the Christian Faith, opposite the Mount of the Precipice. A visit to the Park will be the culmination of the Christian tourists’ sojourn in Nazareth and the Holy Land.

The park concentrates in one location the most important events and edifices of the history of Christianity, in a combination of miniatures, scenery and audio visual attractions.

The blessing of the Christian establishment to the project and the supervision of the historical background of the miniatures by the competent experts ensure the authenticity of the “Christian Heritage”.

The mayor of Nazareth, Mr. Ramez Jeraisi, stated in a letter addressed to the entrepreneurs of CH on May 2, 1996, that the municipality of Nazareth encourages the initiative of the erection of the Miniature Park in Nazareth as a tourist attraction and acknowledges the utmost importance of the project.

Mr. Jeraisi adds that the municipality will give all the possible assistance and support towards the implementation of the project and will do its utmost to speed up the required procedures, subject to the normal laws and regulations.

Nazareth lies within less than one hour drive from Haifa and Tiberias in the lower Galilee. The Galilee region enjoys a mild climate for tours and trips throughout the year. The Christian sites and the beautiful scenery  have made the Galilee and Nazareth the most attractive location for visits of Christian tourists, together with Jerusalem.

The Park will be operational throughout the year. The best seasons for visiting the Park are in the spring (Easter) and in the autumn . However, as most of the vacations are in the summer and in winter, the Park is built to accommodate visitors in summer with temperatures going up to 30 degrees C. and in winter with temperatures going down to 10 degrees C.

Full air-conditioning in the buildings of the Park and partly covered promenades in the Miniature Park will enable convenient visits even in rainy and cold weather as in exceptionally hot days.

The Park will be built in the Nazareth new tourist complex, Nazareth 2000, that will comprise new hotels with a capacity of 1,000 to 2,000 bedrooms, a Convention Center, an amphitheater, parking space, plazas, roads and a promenade that will link the complex to the Mount of the Precipice.

The Israeli Ministry of Tourism expects that, by the year 2000, 1.9 million Christians will visit Israel, among them 950,000 pilgrims. Visitors to Nazareth will increase by then to 1,200,000. The total number of tourists visiting Israel is expected to increase by 2003 to 4.3M, Christians - 2.1M, pilgrims - 1.2M, and visitors to Nazareth - 1.5M.

CH maintains a tight cooperation with the Israeli Ministry of Tourism, the Nazareth 2000 Board, the Investment Center, the Christian establishment in the Vatican and in Israel, and all other relevant authorities.

Based on conservative forecasts of pilgrims, tourists and resident visitors, the forecasted number of visitors in the first seven years of the project is : 1999 - 150,000, 2000 - 900,000, 2001 - 800,000, 2002 - 900,000, 2003 - 1,000,000, 2004 - 1,100,000, 2005 - 1,200,000.

Miniature Parks in Europe, such as Madurodam in the Netherlands, MiniItalia in Italy, MiniEurope in Belgium, Minimundus in Austria, the Model Village in England and Swissminiatur in Switzerland accommodate between 400,000 to 1,250,000 visitors annually.

CH has conducted an extensive survey of miniature Parks throughout Europe and especially in Madurodam. The results of the survey are the basis for the calculations of the costs of the Miniature Park. Surveys of tourist sites in Israel were also instrumental in preparing this business plan.

II  THE   PROJECT  DESCRIPTION 

The main attraction of the Park is the miniatures. All the miniatures face the Mount of Precipice. Paths are designed wide enough to accommodate thousands of visitors in the peak season, with an easy slope, and a partial protection from sun and rain. Visitors are expected to be from all ages and physical condition and an escalator will be used to return to the entrance.

The scale of the 100 - 150 models is 1:25. Music will be heard from most of the models and scale figures will be shown in their local costumes. The models represent buildings and sites of importance of the Christian world.

The gardens are spread over six levels, each level having its own garden and model world. Plants and trees are planted in all sizes and shapes to make the greatest variation possible. Flowers are newly planted regularly to assure an always colorful garden. Each model is located in its own detailed surrounding.

There are three rivers running from the top lake towards the two lower lakes. An audio guide is prepared with explanations concerning the models and the scenery, their history and their religious meaning.

The miniatures will start from the holy places and churches of the Holy Land and evolve to churches throughout the world, in Greece, Russia, Italy, Spain, France, England, the Netherlands, Scandinavia, Germany, USA, South America and other parts of the world.

“The Land of Jesus” segment of the Miniatures will comprise, inter alia, the Basilica of the Annunciation, Church of St. Catherine, Church of St. Gabriel, Church of St. John the Baptist, Church of the Visitation, Basilica of the Nativity, Church of all Nations, Via Dolorosa, Holy Sepulcher, etc.

The miniatures will also describe major events and miracles in the Christian history in the last 2000 years. All Christian faiths will be represented - the Catholics, the Protestants and the Orthodox. 

The main building comprises of self-service restaurants, shops, model shop, storage, workshop, offices, VIP rooms, as well as a visitor center with temporary exhibitions on Christianity.

This project, as described above, encompasses the first phase of the project. The second phase of the project may be implemented in parallel to the first phase or later on, depending on the availability of the funds. The feasibility study presents both alternatives.

In the second phase of the project, additional attractions of virtual reality, computerized center and documentation, plays, liturgical music, films, conferences, books and magazines, hologram presentations, video games for children, will be displayed in the enlarged main building, all of them related to Christianity.

The park will comprise in this phase, a village representing the Christian origins - with full scale buildings and scenery - the place where Jesus was born, events of his childhood, the main events of his life, as well as the life of his disciples.

In the second phase, an audio - visual show will take place in the evenings at the amphitheater, with the background of the Mount of the Precipice, representing the history of Christianity, the main events, monuments and edifices, with the latest techniques, including lasers.

Most of the visitors of the Park will spend 2-3 hours visiting the miniatures, the gardens and the Christian origins village. The entrance ticket will entitle them to visit those attractions. However, they may spend a few more hours in the main building in the second phase, by purchasing an additional ticket, thus enabling them to enjoy from the virtual reality and other attractions.

The visitors wishing to attend in the second phase the audio-visual show in the evenings will purchase an additional ticket. 

One of the main sources of income of the Park will be from the restaurants, shops of books, video and audio cassettes and disks, souvenirs, model shop and so on. 

A coffee shop, snack bars, children playground, toilets, etc. will be located in the Park gardens in order to accommodate the visitors throughout all seasons.

The profitability on the models, CD Roms, video cassettes and other proprietary items will be exceptionally high. Those items can be sold not only in the Park but in shops throughout the world.

The manufacturing of the models and the CD Roms can be subcontracted or take place in factories in Israel that may receive an approved enterprise status as well.

An additional source of income could be from the exhibition of a replica of the models that will be displayed in centers throughout the world, in Rome, New York, Frankfurt, Paris, Madrid, Sao Paulo and so on.

The company could also franchise its brand name for various purposes - educational or recreational, such as toys.

The high season in the Park is in April, June to September and December. The Park will open daily from 8 AM to 24 PM, every day, except during the last two weeks in the month of January needed for repairs and maintenance and vacations of the workers.

The Park is oriented towards the third millennium of Christianity, with the most modern attractions, virtual reality visualizing the main events and edifices of Christianity, a computerized center where one could find answers to most of the questions about Christianity, etc.

This modern approach will enable the young Christians to feel much closer to the Faith and the pilgrims and tourists to experience in the most vivid way their visit to the Holy Land. A special emphasis will be made, with the assistance of the Christian establishments, to maintain a high level of accuracy and authenticity of all the different attractions of the Park.

III  STRUCTURE  AND  ASSETS  INVESTMENT
The project will be built on a plot of 6,000 sq. m.; comprising a 4,800 sq. m. main  building and gardens; and an adjacent green area of 10,000 sq. m. for the Miniature Park and its gardens. 

The parking area, on the down slope of the mountain, will amount to 9,000 sq. m.

In the second phase of the project, the Christian village will be constructed, the main building will be enlarged to 8,000 sq. m., and the  1,000 seats amphitheater will be built on an area of 4,000 sq. m.

100 - 150 models of miniatures are planned at a cost of $20K - $30K each, in total - $3M. The models represent authentically churches, edifices and events of the Christian history, such as the Vatican, Notre Dame, the Duomo, cathedrals in Spain, Italy, France, England, Russia, the US and so on, in a scale of 1:25.

Additional investment in model infrastructure, landscaping, figures and animal miniatures, movement, sound, water and electrical effects, will cost an additional sum of $0.5M.

Investment in general landscape and gardens, internal roads and paths, entrance areas, terraces, stairways, escalators, signs, toilets, walls and landfill, fences, security, and other infrastructure costs amounts to $2.5M.

The purchasing costs of the 29,000 sq. m. land amount to $1M. The land for the two phases will be bought from the beginning to enable expansion of the Park.  

The erection costs of the 4,800 sq. m. main building amount to $9M, due to the high standard of the building, with air conditioning, kitchen, and expensive materials, and the high costs of leveling  the very steep land.

The two restaurants in the main building will share the same kitchen, with a total surface of 2,000 sq. m. They can accommodate up to one million visitors annually, even in the high season weekends, and have additional room for expansion in the adjacent open terraces.

The total floor space of the shops amounts to 300 sq. m. for one large or several shops, selling small scale models of the miniatures, books and magazines, video and audio cassettes and disks, CD Roms and computer video games, souvenirs, maps and guides, jewelry, garment, religious material, etc.

The 100 sq. m. workshop will take care of the maintenance of the outdoor models, the 150 sq. m. offices will locate the management of the Park, and a 250 sq. m. storage space will be allocated in the basement of the building.

In the first phase, the visitors center in the main building will display special exhibitions, such as first printed editions of bibles, books and magazines, Churches’ religious material and so on. Video games, will be available for children, and will add to the attractions of the building.

In the second phase, the main building will be enlarged to comprise a 300 places auditorium, five 50 places conference rooms for plays, liturgical music, films, and conferences, all of them related to Christianity. A large open space will accommodate the additional attractions of virtual reality, holograms, computerized center and documentation.

The erection costs of the additional 3,200 sq. m. of the second phase will amount to $ 6M.

The  investment  for  all the furniture and facilities in the building will  amount to $ 1.5M,
$ 0.8M in the first phase and $ 0.7M in the second phase, including furniture, tools, communications, computers, stocks, and so on. An additional investment of $1M will be needed for the erection of the children’s playground, the coffee shop that will be at the end of the Park, the snack bars, the toilets and so on.

The investment in the erection of the amphitheater will amount to $1M, and the investment in the parking area, the vehicles for commuting from parking to the entrance, the cars and so on will amount to an additional $1.5M. The investment in the erection of the Christian origins village amounts to $1M.

An additional cost of $2M - $0.7M in the first phase and $1.3M in the second phase, has to be taken into account for initial expenses until 1999, development of the attractions software, holograms, lasers and audio visual presentations, preparation of guides, experts consulting, running-in expenses and working capital. 

The total investment needed for the erection of the Park in phase one amounts to $20M and in phase two - $10M more. The forecasted time frame for the erection of the Park is two years. Assuming that all the permits and financing will be obtained in 1997, the Park could be operational by mid 1999, and the official inauguration could take place on the 1.1.2000, with the attendance of the highest officials of the Church, Israel and Christian nations.

IV  SEVEN  YEAR  REVENUES  FORECAST
The market segmentation of the visitors is essential in order to obtain credible forecasts, that are the cornerstone of the feasibility study of the project. Fortunately, the Israeli Ministry of Tourism has made extensive market surveys on the evolution of tourism in Israel, especially towards the year 2000.

In 2000, 1.9 million Christian tourists are expected to come to Israel, half of them will be pilgrims, and 1.2 million of them are expected to visit Nazareth. Our estimate of 900,000 visitors, is 75% of the visitors to Nazareth, less than half of the Christian tourists, or most of the pilgrims.

However, we expect that most of the Christian population of Israel, and a few percents of the Jewish and Moslem population of Israel will visit the Park by the year 2000 and a substantial amount of the population of the north of Israel will even visit the Park several times. The visitors of the Park could also be pupils and students visiting the Park, in the context of their history courses.

The Park will be attractive to visitors coming several times, day and night, irrespective to their religion, age and education. Every visitor will find interest in his visit, due to the modern approach of the Park, and the high professional level of its operation.

But, especially Christians and pilgrims will see in the visit of the Park the culmination of their trip to the Holy Land. For them the location of the Park in a holy place, by the Mount of the Precipice, and the concentration in one Park of the whole evolution of Christianity presented in the most vivid manner, will cause them a spiritual revelation and the strengthening of their faith and ties to the Church.

We expect that the Park will receive the recommendation of the Church establishment, which will encourage every pilgrim to visit it, as will most of the organized groups visiting Israel. The municipality of Nazareth and the Government of Israel will add their impetus to convince the tourists  and citizens to visit the Park.

Based on all those parameters, the estimates of the number of visitors seem very moderate and conservative. In the first year of operations - 1999 - 150,000 visitors are forecasted, as it will be the running-in year and the park could be operational, conservatively, in the last months of the year.

In the year 2000 at least 900,000 visitors are expected, as all the Christian world will celebrate the 2000th anniversary of Christ. In the year 2001 - 800,000 visitors are expected, less than in 2000, although tourism is expected to grow in this year.

In the year 2002, the visitors are expected to increase to 900,000 and in 2003 to one million visitors. This number is less than a quarter of the total number of tourists forecasted in this year by the Ministry of Tourism, less than half of the Christian tourists, 80% of the pilgrims, and only two thirds of the expected visitors to Nazareth.

The number of visitors is expected to grow to 1.1 million in 2004 and to 1.2 million in 2005. On the average, in the years of the project, about 1 million visitors will visit the Park annually, and the feasibility analysis was prepared accordingly.

The Park, as well as the restaurants, coffee shops, snack bars, souvenir shops and so on, are planned to accommodate visits of more than 1 million persons annually, for the miniatures, village, audio visual, virtual reality, lasers and other attractions.

A moderate average entrance ticket fee of $10 is calculated for the miniatures and the gardens. In the second phase, an additional $10 will be charged for entrance to the main building and participating in the various attractions. A fee of $10 will be charged from those that will attend the audio visual presentation in the amphitheater.

Those figures are average figures, as a normal ticket will cost $14, a child and senior citizen ticket - $11, a group ticket - $10, and so on. A distribution fee of one dollar per ticket was calculated, and the average net income per ticket will amount to $10.

Conservatively, in phase two, an average revenue of $5 was forecasted as additional entrance fees from every visitor to the Park, based on the weighted average of the visitors that would prefer to attend the additional attractions in the main building and in the amphitheater.

An additional average income of $10 in phase one and $15 in phase I + II from every visitor is forecasted from the restaurants, coffee shop, snack bars, model, video cassettes, CD Roms and souvenir shops, vending machines and video games machines.

In total, the income from every visitor will amount to $20 in phase one and $30 in phase two.

The total income of the Park is forecasted as follows:  

Year    Visitors       Phase I Revenues        Phase I + II Revenues

1999 - 150,000

$  3M



$4.5M

2000 - 900,000

$18M



$27M

2001 - 800,000

$16M



$24M

2002 - 900,000

$18M



$27M

2003 - 1,000,000

$20M



$30M

2004 - 1,100,000

$22M



$33M

2005 - 1,200,000

$24M



$36M

V  SEVEN  YEAR  OPERATING  COSTS  FORECAST

A personnel of about 55 employees will be needed to operate the Park on a constant basis and additional 80 part time employees in the high season and week ends. The Park operates 16 hours a day and the personnel works 9 hours a day, most of them in two shifts, 5 days a week.

The personnel of the Park comprises of a general manager, a sales manager and two salesmen, 10 at the entrance, 10 in security, 2 in maintenance, 10 guides in the gardens and 6 guides in the building, 4 in  cleaning, 2 gardeners, 4 drivers and 3 in administration.

The average salary and benefits of 40 low paid employees is about $1K and of the 13 professional employees is $2.5K. The salary and benefits of the General Manager is $8K and of the Sales Manager - $5K. The total annual salaries and benefits for permanent employees in the years 2000 to 2005 is about $1M.

Most of the part time employees in the high season and week ends will be occupied at the entrance, in security, in cleaning and as guides and drivers. The part time employees work in two shifts at an average salary and benefits of $50 a day. 

80 part time employees work 200 days a year - in the week ends and in the high season. Their salaries amounts to $800K. The total labor cost of permanent and part time employees is $1.8M annually. The estimates of  the number of employees were made for 1.2 million visitors annually in Phase I + II, but were conservatively calculated for 800,000 to 1.2 million visitors in the plan, for Phase I and for Phase I + II.

The non labor operating costs include electricity, water, municipality taxes, materials for maintenance, office costs, insurance, marketing, promotion and advertising, legal and auditing counsel, communications, local taxes, electricity and heating, water, software maintenance, development of new attractions and so on.

The total non labor operating costs in the years 2000 to 2005 is on the average about $2M annually in Phase I. It was assumed, conservatively, that those costs will be even higher in Phase I + II.

The costs for the initial year of 1999, with operations starting only towards the end of the year, is $1.7M for permanent employees, part time employees and other operating costs, mainly advertising.

The total operating costs of the Park throughout the project, not including the costs for operating the restaurants and shops, are as follows:

1999 - $1.7M.

2000 to 2005 - $3.8M annually, on the average, as stated above.

All the shops and restaurants will be treated as profit centers and will be operated directly by the Park enterprise. The costs of running the facilities will amount to about 50% of the revenues, including employees, food, stocks, maintenance, and so on, on top of the $3.8M annual costs for operating the Park.

VI  FEASIBILITY  STUDY
The initial investment will be spread as follows:


Phase I

Phase I + II

1997 - $4M


$6M

1998 - $10M


$15M

1999 - $6M


$9M

Total - $20M


$30M

The operating profit of the Park, from the tickets, restaurants and shops, before financing expenses and depreciation, is as follows:


Phase I

Phase I + II

1999 - $0.6M


$1.6M

2000 - $9.8M


$16.1M

2001 - $8.4M


$14M

2002 - $9.8M


$16.1M

2003 - $11.2M

$18.2M

2004 - $12.6M

$20.3M

2005 - $14M


$22.4M

The basic scenario for the feasibility study assumes full funding in equity or investors’ loans without interest, approved enterprise with no grants,  and full exemption of corporate taxes. Additional scenarios will be analyzed in the following chapters.

The project will maintain always a positive cash flow, due to the funding of the investors for the initial investment and the initial working capital.

The cash flow of the plan in Phase I will be as follows:


in $M


1997
1998
1999
2000
2001
2002
2003
2004
2005

Initial Investment

(4)
(10)
(6)


Operating Profit



0.6
9.8
8.4
9.8
11.2
12.6
14.0


Net Cash Flow

(4)
(10)
(5.4)
9.8
8.4
9.8
11.2
12.6
14.0

15% Discount Rate

.870
.756
.658
.572
.497
.432
.376
.327
.284

NPV Cash Flow

(3.5)     (7.6)   (3.6)     5.6       4.2
4.2
4.2
4.1
4.0

Accum. NPV Cash Flow
(3.5)    (11.1)(14.7)
(9.1)   (4.9)
(0.7)     3.5
7.6
11.6

The plan takes a discount rate of 15% annually and the Net Present Value of the plan is $11.6M, about 60% return on investment in NPV,  after a full return of the initial investment.

The residual value of the plan, after the seventh year of its operation, would increase substantially the net present value of the plan. However, conservatively, we do not take the residual value of the plan.

The return on the initial investment of $20M is $46.4M or 230% in current terms, or an IRR of 32.2%, and can be compared to the interest expenses of raising the funds, weighted by the risk factor, or any other investment alternative.

The cash flow of the plan in Phase II will be as follows:


in $M


1997
1998
1999
2000
2001
2002
2003
2004
2005

Initial Investment

(6)
(15)
(9)


Operating Profit



 1.6
16.1
14.0
16.1
18.2
20.3
22.4

Net Cash Flow

(6)
(15)
(7.4)
16.1
14.0
16.1
18.2
20.3
22.4

15% Discount Rate

.870
.756
.658
.572
.497
.432
.376
.327
.284

NPV Cash Flow

(5.2) 
(11.3) 
(4.9)  
 9.2    
7.0
 7.0
 6.8
 6.6
 6.4

Accum. NPV Cash Flow
(5.2)
(16.5)
(21.4)(12.2)
(5.2)
 1.8     8.6
15.2
21.6

The plan takes a discount rate of 15% annually and the Net Present Value of the plan is $21.6M, about 70% return on investment in NPV,  after a full return of the initial investment.

The residual value of the plan, after the seventh year of its operation, would increase substantially the net present value of the plan. However, conservatively, we do not take the residual value of the plan.

The return on the initial investment of $30M is $78.7M or 260% in current terms, or an IRR of 35.8%, and can be compared to the interest expenses of raising the funds, weighted by the risk factor, or any other investment alternative.

VII  GOVERNMENT  BENEFITS  AND  APPROVALS
The company is applying for an approved enterprise, apparently with the backing of the Ministry of Tourism. The ministry is much interested in creating a nucleus for the Nazareth 2000 project and the CH plan is indeed a remarkable endeavor that will foster the attractiveness of the development of Nazareth and increase the tourism.

A tourist enterprise erected in Nazareth - a National Priority A Region - is entitled to a 15% grant on its fixed assets investment. Alternatively, the enterprise could receive a 10 years full tax exemption from the first profitable year. It is also entitled to accelerated rates of depreciation.

The normal corporate tax rate is 36%, for an approved enterprise - 25%, and for an approved enterprise with a 90% foreign ownership - 10%. The tax exemption does not apply on distributed dividends that carry an additional withholding tax of 15%.

Conservatively, the business plan is based on a scenario of full tax exemption, and no grants. The Israeli Government may change the benefits for approved enterprises in the future, but we do not foresee a substantial change in tax exemptions. However, at the preference of the investor, an application for grants could be submitted immediately, with reasonable chances of success. 

The company has to receive from the State Authorities a permit for the erection of the project, although, as it is a crucial part of the Nazareth 2000 complex, it may alleviate the procedures of receiving the permits. 

VIII  CAPITAL  INVESTMENT & USE OF  PROCEEDS
The investment could be raised by private placements, by an IPO, by a combination of both in several rounds of investment, by one, several or a large number of shareholders. The exit strategy for the investor could be at an IPO in the year 2000, with a very high valuation and return on investment.

The use of proceeds is uniquely for the original investment of $20 - 30M. However, the investment could be as low as $6 - 9M, the minimum amount needed to receive the approved enterprise status, amounting to 30% of the total investment. 50% or more of the project’s investment could be raised by loans.

The project NPV cash flow breakevens in 2002. If financed solely by loans, the total financial costs of the project, based on 10% average interest rate, are $6.7M, reduced to about $4.7M if 30% of the project is financed by shareholders’ equity in Phase I + II. If only Phase I is implemented, the total financial costs amounts to $4.8M, reduced to about $3.4M if 30% of the project is financed by shareholders’ equity.

These financial costs would bring the break even point of the project in the year 2002 and all the profitability of the project in the subsequent years would give the investor a very high return on investment after the full reimbursement of the loans by then.

A detailed feasibilty study of the project was prepared by a prominent organization, with sensitivity analysis examining the different alternatives of the project. Forecasts of the Ministry of Tourism, an up to date tourism survey with all the relevant breakdowns, and brochures of the Nazareth 2000 project are available, as well as the architect’s outline of the Christian Heritage project.

The Churches and individuals could contribute in the earlier phases of the project by assisting in the research needed to present the Christian history and Faith in the most accurate manner. 

Another source of contribution could be the financing of the miniatures by the prayers of each cathedral represented in the Miniature Park. The park could in return finance, when it reaches profitability, benevolent Christian organizations throughout the world and in Israel.

IX  OFFER  TO  INVESTORS  BY  THE  FOUNDERS
The shares of the company are divided equally between five founders:

Mrs. A, a prominent lawyer, from well known Nazareth families, with excellent connections with the municipality of Nazareth, the Israeli Arab leaders, the Christian Churches and the Ministry of Tourism. Has her own law firm, specializing in real estate.

B, a corporation that was established by a well known Accounting firm in Israel, with extensive experience in foreign investments in Israel and Public Offerings in Israel and in the USA.

C has nearly 30 years of experience in International Business, most of them in top management of large Israeli conglomerates and in initiating and managing joint ventures between US, European and Israeli companies. Has an MBA degree of INSEAD, France.

D, Col. (ret.), has about 20 years of experience as assistant of the Haifa Mayor, director of the property department of the municipality, founder and manager of the largest malls in Haifa. Has a high education in assessment and management of property.

E has extensive international experience in management and organization of entertainment events and ticketing. Has developed an exclusive software for optimization of tickets reservation, successfully implemented in Europe by his own venture.

The founders offer equity of the company in return to financing of the project. The allotment of the equity between the investors and the founders will be negotiated in function of the amount of investment, the nature of the investment - equity, loans, guarantees, the schedule of the investment, the strategic contribution to the company, the exit strategy as  at an IPO, the control of the company, the equity for employees or the Church, the distribution of profits and so on.

The founders may continue to manage the project through all its phases. The Board of Directors of the company will comprise the founders, the investors, and possibly prominent persons from the Christian community and establishment.

X  RISKS  AND  PROSPECTS
RISKS
The project is Capital intensive

Operational phase is too close to the year 2000

Construction permits’ via dolorosa

Security and political considerations

Need for coordination of most of the Churches’ recommendations

PROSPECTS
Very high profitability from start and prompt return on investment
Unique and original concept, based on accurate research

Location in one of the most holy places

Well balanced, experienced and connected management team

“Captive” customers - pilgrims and Christian tourists

Much higher potential than forecasted in the plan

Ultra modern design and performance

Blessing of high ranking officials in the Churches’ organizations

Diversity of attractions for every taste and segment

Relatively low operating costs

Generous incentives from the Israeli Government
Strong support of Nazareth’s Mayor and Ministry of Tourism
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