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Optimistic Scenario

The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

Scenario 3 - Optimistic scenario

Assumptions

Volume sales according our analysis (see "sales analysis" sheet in this file) 

Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

We estimate 45 days in the street of COGS and 1 month of SG&A

Year 1

Year 2

Year 3

Year 4

Cost of Capital

  Risk Premium =

3,30%

EBIT

336054

528522

774137

769500

  Risk Free Rate =

5%

 - Taxes (dato)

117619

184982

270947

269324

  Beta =

2,29

´= EBTI (1-t)

218435

343539

503190

500176

Country Risk=

1,50%

 + Amortización

860

860

860

860

  Real Cost of Capital (Ka) =

13,56%

´= Operating CF

219295

344399

504050

501036

 - Change in WC

-107910

-46115

-66583

-66197

 - Capital Expenditures

-2500

-860

-860

-860

´= Free Cash Flows

108885

297424

436607

433979

Terminal Value / g=

2%

3830219

Total Cash Flows

108885

297424

436607

4264198

Discount Factor

0,88

0,78

0,68

0,53

PV Total Cash Flows

95886

230647

298159

2258228

NPV Cash Flows

2882921
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Year 

Number of 

shipments

Nbr. Of 

parts per 

month

Average Repair 

cost per spare 

part

350

Average Number of 

parts per 

shipment/P.O.

43

Year 1

4

174

Amount of P.Os

23368,2

Total number of 

parts (10% market 

share) with 50% of 

México

496

Year 2

8

347

Public 

Accountant 

support 

(monthly):

100

Local Freight, 

Warehousing and 

Packaging: (per 

P.O.)

300

Year 3

42,9%

496

Insurance rate

0,85%

Customs 

Broker rate

0,6%

Average weight 

per spare part 

(kgs)

2,5

Internat.Freight Rate 

per kg.(CALA 

Countries)

2,5

Improvement in Salary per year:

10%

Increase in 

Utilities 

Tariffs (per 

year)

10,0%

Cost of utilities 

per month

350

Initial Capex 

Investment

2500

Office Space cost per month=

700

Salary PM 

senior per 

year (100%)

19500

Salary PM 

Junior(per 

year)=

9750

Salary Assistant (per 

year)

4875

Projected Income Statement

Nbr.

Description

% of sales

Year 1

Year 2

Year 3

Year 4

1

Sales

1215148

2243350

3204785

3204785

COGS

2

Cost of Repair lab (60% of Line 1)

60,00%

729089

1458177

2083110

2083110

3

International Transportation

1,07%

13019

26039

37198

37198

4

Insurance (0,7% of 4xLine 1)

3,40%

41315

76274

108963

108963

5

Customs Broker fees

2,77%

33640

67280

96115

96115

6

Customs fees

0,16%

1920

3840

5486

5486

7

Local Transportation, packaging and 

warehousing fees

1,19%

14400

28800

41143

41143

8

Total COGS

68,58%

833383

1660410

2372015

2372015

0,00

9

Gross Margin

31%

381764

582939

832770

832770

SG&A

10

Salary PM senior

19500

19500

21450

23595

25955

11

Salary PM junior

9750

4875

10725

11798

12977

12

Salary Assistant

4875

4875

5363

5899

6489

13

Public Accountant support fees

USD 100 monthly

1200

1200

1200

1200

14

Office Staples

USD 150 monthly

1800

1800

1800

1800

15

Utilities (electricity,telephone,etc)fees

USD 350 monthly

4200

4620

5082

5590

16

Rent of the office space 

USD 700 monthly

8400

8400

8400

8400

17

Total SG&A

44850

53558

57773

62411

0,08

18

EBITDA

336914

529382

774997

770360

19

Depreciation

860

860

860

860

20

EBIT

336054

528522

774137

769500

21

Interest

0

1

2

2

22

EBT

336054

528521

774135

769498

23

Taxes

117619

184982

270947

269324

24

Net Income

18%

218435

343538

503188

500174

Repair cost per part (Includes 

SG&A+COGS) 

422

411

408

409

Final Price to customer (per part)

583

538

538

538

Number of boards per year

2083

4166

5951,74368

5951,74368

Yearly growth in number of boards

100%

43%

0%
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Telecommunications Repair Center in Argentina  Preliminary Business Summary
1.1 Description of the business concept and of the business itself

The project consists in the development of a repair center for telecommunications equipment, based in Argentina, to provide a complete service to the operators in the countries of the CALA region, that may be extended to other regions to complement –not compete-  the Dallas repair center offer. 

Value proposition: Telecom equipment repairs performed by specialized telecommunications engineers organized in small specialized labs, with a door to door or an FOB service, with shorter turnaround times, managed and coordinated by professionals in Project management, logistics and foreign trade, with a very low cost structure. due to the devaluation of the local currency that occurred in Argentina in 2001.

The situation that leads us to this proposal shows the following important facts:

1. There is a clear need from the operators to maintain legacy networks, reducing the OPEX as much as possible.

2. Given the current rise in the telecom market, the OEM’s tend to prioritize the customer needs to buy new equipment and take focus from the repairs business. 

3. There are several small countries in the region with small networks that are not priority targets for OEMs and consequently they are not well served neither by them nor by small labs.

4. The biggest countries in the region provide the critical market mass for small repair labs to be created but: they are narrowly focus on one technology, in almost all cases have financial constraints to go abroad (not able to international mkt their service) and wait for long payment terms from operators and finally don´t have a strong international image.

5. The international logistic process of this repair service is complicated and risky for small companies without a specialized internal know-how.

6. The repair service offered by OEMs is expensive and with long turnaround times.

7. Argentina holds an important number of specialized electronic and electrical engineers and technicians. 

8. Argentina presents, after the devaluation of the local currency, labor costs that are much lower than other countries in the region and in the US, where the parts to repair are typically sent to.  

Based on the previous points we propose creating a Repair center in Argentina with the following services to be offered to operators:

1. FOB service: Depending on the country where the equipment comes from, in the event that neither Somera nor CC Services have a local structure, it will be the customer’s responsibility to send the equipment to the Argentina International Airport. Repaired parts will then be exported back by the Argentina RC to the customer´s country. Turnaround targeted times are less than 40 days from receipt in Argentina to arrival to customer´s country.

2. Door to door service, the customer will only be responsible for making the parts available to CC Services – Somera at the customer’s warehouse and shall wait for an estimated turn around time of 50 days to receive the parts repaired. (Will not be available for the first phase – Will be subject to finding a real partner that can act as a quality and competitive logistics Operator)

3. In the event that the repairs opportunity is of enough magnitude other options may apply, such as opening a local operation. In an initial stage the project will be focused on cellular, microwave and satellite technologies, most probably including brands such as Lucent-AT&T, Ericsson, Allen Telecom, etc. We are also analyzing adding some Motorola equipment to the offer.

4. This project is unique since Somera and CC Services hold certain key assets that combined gives birth to several competitive advantages. On the other hand the customer base will be that of Somera and CC Services. Both companies, CC Services in the local market and in international logistics as well as Somera in the international market,  hold extensive experience and good market image that will support the value proposition. 

1.2 The opportunity. 

Market growth: Strong technology migrations (TDMA and CDMA to GSM or 3G1x) are taking place between 2003 and 2004. This will require maintaining the existing networks and the associated customers for a period of at least 4 years. The demand for repairs is expected to increase, as well as the possibilities for professional repair centers outside the OEM’s. 

Value proposition: Telecom equipment repairs performed by specialized telecommunications engineers organized in small specialized labs, with a door to door or an FOB service, with shorter turnaround times, managed and coordinated by professionals in Project management, logistics and foreign trade, with a very low cost structure. due to the devaluation of the local currency that occurred in Argentina in 2001. 

Competitive advantage: 

· Complete service offering – repairs and logistics – of most used technologies across the CALA region with one point of contact for the entire process. 

· Very low and mostly variable cost structure, due to reduced cost of labor for qualified technicians in Argentina and the temporary imports requirements of this country. 

· Standardized processes & service to be provided (e.g. labelling)

· Turnaround time: approx. 40 days and maybe less

· Project Management & International Logistics complete knowledge

· Somera Brand 

Management team: Electrical and Electronic Engineers specialized in telecommunications with their own labs that operate this service since long ago for local operators in Argentina. An expert in business management with extensive experience in the local market, a Project Management, logistics and foreign trade professional with experience in the repairs procedures for a large OEM and a project management assistant. They will be in charge of the management, coordination and follow up of labs and logistics providers, interacting daily with Somera and the final customers. Market share to capture: (our base of customers were CALA operators with only 50% of México market potential due to its present relationship with the Dallas Repair center. The 50% considered takes into account the potential service of parts not repaired by Dallas): We have developed three scenarios in order to analyze the:

· break even  case (3.3% of market share in year 3. Capturing 35% of this 3.3% in the first year, 70% in the second year and 100% for year 3 and 4), 

· SEE THE PROJECTED INCOME STATEMENT AND DISCOUNTED CASH FLOW METHOD (NET PRESENT VALUE) FOR THIS SCENARIO IN THE NEXT PAGE
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Conservative Scenario

The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

Scenario 1 - Conservative scenario

Assumptions

Volume sales according our analysis (see "sales analysis" sheet in this file) 

Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

We estimate 45 days in the street of COGS and 1 month of SG&A

Year 1

Year 2

Year 3

Year 4

Cost of Capital

  Risk Premium =

3,30%

EBIT

93172

151110

234978

230340

  Risk Free Rate =

5%

 - Taxes (dato)

32610

52888

82241

80618

  Beta =

2,29

´= EBTI (1-t)

60562

98222

152736

149722

Country Risk=

1,50%

 + Amortización

860

860

860

860

  Real Cost of Capital (Ka) =

13,56%

´= Operating CF

61422

99082

153596

150582

 - Change in WC

-47135

-14664

-21653

-21267

 - Capital Expenditures

-2500

-860

-860

-860

´= Free Cash Flows

11787

83558

131083

128455

Terminal Value / g=

2%

1133723

Total Cash Flows

11787

83558

131083

1262178

Discount Factor

0,88

0,78

0,68

0,53

PV Total Cash Flows

10380

64798

89517

668423

NPV Cash Flows

833117
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Year 

Number of 

shipments

Nbr. Of 

parts per 

month

Average Repair 

cost per spare 

part

350

Average Number of 

parts per 

shipment/P.O.

17

Year 1

4

69

Amount of P.Os

9347,3

Total number of 

parts (10% market 

share) with 50% of 

México

198

Year 2

8

139

Public 

Accountant 

support 

(monthly):

100

Local Freight, 

Warehousing and 

Packaging: (per 

P.O.)

300

Year 3

42,9%

198

Insurance rate

0,85%

Customs 

Broker rate

0,6%

Average weight 

per spare part 

(kgs)

2,5

Internat.Freight Rate 

per kg.(CALA 

Countries)

2,5

Improvement in Salary per year:

10%

Increase in 

Utilities 

Tariffs (per 

year)

10,0%

Cost of utilities 

per month

350

Initial Capex 

Investment

2500

Office Space cost per month=

700

Salary PM 

senior per 

year (100%)

19500

Salary PM 

Junior(per 

year)=

9750

Salary Assistant (per 

year)

4875

Projected Income Statement

Description

% of sales

Year 1

Year 2

Year 3

Year 4

Sales

486059

897340

1281914

1281914

COGS

Cost of Repair lab (60% of Line 1)

60,00%

291635

583271

833244

833244

International Transportation

1,07%

5208

10416

14879

14879

Insurance (0,7% of 4xLine 1)

3,40%

16526

30510

43585

43585

Customs Broker fees

3,60%

17488

34976

49966

49966

Customs fees

0,40%

1920

3840

5486

5486

Local Transportation, packaging and 

warehousing fees

2,96%

14400

28800

41143

41143

Total COGS

71,43%

347177

691812

988303

988303

0,00

Gross Margin

29%

138882

205528

293611

293611

SG&A

Salary PM senior

19500

19500

21450

23595

25955

Salary PM junior

9750

4875

10725

11798

12977

Salary Assistant

4875

4875

5363

5899

6489

Public Accountant support fees

USD 100 monthly

1200

1200

1200

1200

Office Staples

USD 150 monthly

1800

1800

1800

1800

Utilities (electricity,telephone,etc)fees

USD 350 monthly

4200

4620

5082

5590

Rent of the office space 

USD 700 monthly

8400

8400

8400

8400

Total SG&A

44850

53558

57773

62411

0,08

EBITDA

94032

151970

235838

231200

Depreciation

860

860

860

860

EBIT

93172

151110

234978

230340

Interest

0

1

2

2

EBT

93172

151109

234976

230338

Taxes

32610

52888

82241

80618

Net Income

12%

60562

98221

152734

149720

Repair cost per part (Includes 

SG&A+COGS) 

470

447

439

441

Final Price to customer (per part)

583

538

538

538

Number of boards per year

833

1666

2380,697472

2380,69747

Yearly growth in number of boards

100%

43%

0%



· conservative case (8% of market share in year 3. Capturing 35% of this 3.3% in the first year, 70% in the second year and 100% for year 3 and 4),
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Year 

Number of 

shipments

Nbr. Of 

parts per 

month

Average Repair 

cost per spare 

part

350

Average Number of 

parts per 

shipment/P.O.

7

Year 1

4

29

Amount of P.Os

3855,8

Total number of 

parts (10% market 

share) with 50% of 

México

82

Year 2

8

57

Public 

Accountant 

support 

(monthly):

100

Local Freight, 

Warehousing and 

Packaging: (per 

P.O.)

300

Year 3

42,9%

82

Insurance rate

0,85%

Customs 

Broker rate

0,6%

Average weight 

per spare part 

(kgs)

2,5

Internat.Freight Rate 

per kg.(CALA 

Countries)

2,5

Improvement in Salary per year:

10%

Increase in 

Utilities 

Tariffs (per 

year)

10,0%

Cost of utilities 

per month

350

Initial Capex 

Investment

2500

Office Space cost per month=

700

Salary PM 

senior per 

year (100%)

19500

Salary PM 

Junior(per 

year)=

9750

Salary Assistant (per 

year)

4875

Projected Income Statement

Description

% of sales

Year 1

Year 2

Year 3

Year 4

Sales

200499

370153

528790

528790

COGS

Cost of Repair lab (60% of Line 1)

60,00%

120300

240599

343713

343713

International Transportation

1,07%

2148

4296

6138

6138

Insurance (0,7% of 4xLine 1)

3,40%

6817

12585

17979

17979

Customs Broker fees

5,57%

11162

22324

31891

31891

Customs fees

0,96%

1920

3840

5486

5486

Local Transportation, packaging and 

warehousing fees

7,18%

14400

28800

41143

41143

Total COGS

78,18%

156747

312445

446349

446349

0,00

Gross Margin

22%

43753

57708

82440

82440

SG&A

Salary PM senior

19500

19500

21450

23595

25955

Salary PM junior

9750

4875

10725

11798

12977

Salary Assistant

4875

4875

5363

5899

6489

Public Accountant support fees

USD 100 monthly

1200

1200

1200

1200

Office Staples

USD 150 monthly

1800

1800

1800

1800

Utilities (electricity,telephone,etc)fees

USD 350 monthly

4200

4620

5082

5590

Rent of the office space 

USD 700 monthly

8400

8400

8400

8400

Total SG&A

44850

53558

57773

62411

0,08

EBITDA

-1097

4151

24667

20030

Depreciation

860

860

860

860

EBIT

-1957

3291

23807

19170

Interest

0

1

2

2

EBT

-1957

3290

23805

19168

Taxes

-685

1151

8332

6709

Net Income

-1%

-1272

2138

15473

12459

Repair cost per part (Includes 

SG&A+COGS) 

587

532

513

518

Final Price to customer (per part)

583

538

538

538

Number of boards per year

344

687

982,0377073

982,037707

Yearly growth in number of boards

100%

43%

0%

SEE THE PROJECTED INCOME STATEMENT AND DISCOUNTED CASH FLOW METHOD (NET PRESENT VALUE) FOR THIS SCENARIO IN THE NEXT PAGE
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Break Even Scenario

The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

Scenario 2 - Break even analysis

Assumptions

Volume sales according our analysis (see "sales analysis" sheet in this file) 

Assumes 1.1% of market share for first year and 3.3% for year 3 and next years. For Ericsson & Lucent Equipment repairs.

Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

We estimate 45 days in the street of COGS and 1 month of SG&A

Year 1

Year 2

Year 3

Year 4

Cost of Capital

  Risk Premium =

3,30%

EBIT

-1957

3291

23807

19170

  Risk Free Rate =

5%

 - Taxes (dato)

-685

1151

8332

6709

  Beta =

2,29

´= EBTI (1-t)

-1272

2139

15475

12461

Country Risk=

1,50%

 + Amortización

860

860

860

860

  Real Cost of Capital (Ka) =

13,56%

´= Operating CF

-412

2999

16335

13321

IRR

28%

 - Change in WC

-23331

-2346

-4056

-3669

 - Capital Expenditures

-2500

-860

-860

-860

´= Free Cash Flows

-26243

-207

11420

8792

Terminal Value / g=

2%

77595

Total Cash Flows

-26243

-207

11420

86387

Discount Factor

0,88

0,78

0,68

0,53

NPV Total Cash Flows

-23110

-160

7799

45749

NPV Cash Flows

30277



· optimistic cases (20% of market share in year 3. Capturing 35% of this 3.3% in the first year, 70% in the second year and 100% for year 3 and 4) 
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SEE THE PROJECTED INCOME STATEMENT AND DISCOUNTED CASH FLOW METHOD (NET PRESENT VALUE) FOR THIS SCENARIO IN THE NEXT PAGE
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We strongly suggest to revise the complete Financial and Economic Analysis made for each scenario.

Notion of time availability: The initial phase of the project must be operational to offer to end customers for July 15th 2004. 

Entrance barriers: Knowledge of, the market, the technologies, the logistics and customs processes, the procedures and the local repairs labs. These barriers do not represent an important constraint for the team that will develop the service since each participant knows the different aspects mentioned above. The access to customers is a strong entry barrier that will be resolved thanks to the important global and regional contacts network provided by Somera and CC Services. 

1.3 Product / Service

The repairs center will consolidate its operations in a pool of laboratories in Argentina. It will perform the imports, export, logistics and warehousing operations of the parts to be repaired and the labs will focus on their specific tasks to test and repair the telecom equipment. 

The project  will consist of three possible phases:

1- Centralized management of repairs: During this phase the center will offer centralized logistics and commercial management and the repairs will be outsourced to strategic local partners in Argentina. 

2- Operational consolidation: In this stage a proprietary warehouse will be added to consolidate the orders locally. Besides that all, the tools will be put in place to inform the customer of the status of its repair order, including the place where the equipment is and the estimated time of delivery. This information will be made available through and order tracking system with internet access. 

3- Repairs centralization: During this phase the center will develop in house repair capabilities, incorporating a lab with the proper resources.  

The development of the phase two and three will take place only if the volume of operations and the costs savings justify it. The following is a detailed description of the first phase. 

By consolidating the operations of several repair labs, the center will:

· Allow Somera to present a more extensive offer of technologies to repair. 

· Increase the reach of the local repair labs in the regional market. 

· Standardize the logistics and management monitoring processes. 

· Provide repair services to customer worldwide, with the support and global presence of Somera. 

· Offer the end customer with a unified point of contact to manage multiple contractors. 

First phase

The center will offer repairs of Lucent, Ericsson, Vortex/Lorain, Motorola (partially), Sonata. In Microwave, data and satellite we will be attending Siemens, Harris, Hughes, Newbridge, Allen Telecom, Nortel, Scientific Atlanta, Comtech, US Robotics. Once the repairs for these technologies is consolidated, the center will add capabilities to repair the rest of the main manufacturers in the regional market. 

The center will have the support from Somera and CC Services who will be responsible for the commercial relationship with the end customers. The center will offer a one stop shopping service for repairs of multiple technologies, with consistent quality controls and repairs and testing standards approved by Somera.. The center will focus its offer in the Southern cone market and Brasil for a first short trial phase and then will broaden its range to the CALA market and to complement Somera’s repair offer to other regions including US, Asia and Europe. We want to avoid competition in the areas where the Dallas Repair center offers in-house repairs 

· The repair center will provide customs clearance and logistics management needed to offer a door to door service (Will not be available for the first phase), if the customer requires such service and the operational constraints allows us to provide it. The service will include:

· Reception of repair order and delivery of a repair order number for future follow up. (for 2nd phase)

· Pick up of equipments or parts at the customer’s warehouse. (for 2nd phase)

· Packaging of the equipment according to pre-established quality standards. 

· Management of equipment shipping to the repair center. 

· In the event that the service includes international shipping, the center will manage all customs clearance and international cargo issues. 

· Management of customs clearance (temporary import) and local logistics in Argentina

· Control of the repairs process, performing a continuous follow up of the status of the repair order and the times involved in the process. 

· Reception in local warehouse of the equipment repaired and tested. 

· Packaging according with international and customer standards.

· Final delivery via international freight to the customer´s country Airport facility.

1.4 Market, Estimation of Demand & Summary of Economic & Financial Analysis 

The market to attack will be all of the telecom operators that use Cellular, microwave or satellite technologies. The main brands in cellular will be Lucent, Ericsson, Vortex/Lorain, Motorola (partially), Sonata. In Microwave, data and satellite we will be attending Siemens, Harris, Hughes, Newbridge, Allent Telecom, Nortel, Scientific Atlanta, Comtech, US Robotics. Geographically the main market will be the CALA region except part of México and the US market. In the case of México and the US Market we will be assisting the Dallas repair center to expand their offer or in the improvement of costs from parts that Somera should subcontract to other companies. 

The feedback that we received from some of the operators was very good. They believe that it will be a way to consolidate the operation of Somera – CC Services in the region and they are very excited on the idea of receiving a professional repair service through a single point of contact. They explained this will help them in reducing the times and prices they are presently receiving from the OEMs.

We developed two methods to define the market in terms of volume of parts that the operators repair yearly.

1. First method: We took the two parts with highest failure rate (“transceivers/power amplifiers (radiofrequency)” and “rectifiers”) in the Telefónica de Argentina network and made a correlation with the number of subscribers in this network. Based on this we got the ratio failing “transceivers/power amplifiers (radiofrequency)” per subscriber and the ratio failing “rectifiers” per subscriber. We then projected those two ratios to the CALA operators with Lucent and Ericsson Networks that are the two main cellular technologies of the Repair center.

First Ratio: Failing “transceivers/power amplifiers (radiofrequency)”(yearly)

Number of subscribers

Second Ratio: Failing “Rectifiers” (yearly)

       Number of subscribers

2. The second method to recheck the one mentioned in point 1 is the following: We took the list of the most failing and important parts of the Lucent Network from Movicom Bellsouth Argentina and evaluate which is the % of parts where we can provide the repair service through the Local Repair center. In the case of Cellular equipment we are able to repair 89% of the most failing parts. In the  case of MW links we can provide the service in 100% of the parts.

Cellular equipment: The number of parts that we are able to repair yearly (based on % mentioned above) is 158 parts

MW links: The number of parts that we are able to repair yearly (based on % mentioned above) is 176 parts

This second method validates that our assumptions in the first method are very conservative.

1.5 Competition

The main competitor for the project will be:

· Local repair centers (if any) in the countries where the service will be offered. We are certain that our repair center will have low labor costs for qualified technicians after devaluation (3 pesos = 1 dollar) with the best cost/quality ratio, one single point of contact for many technologies, labs with experience in networks much larger than that of many of the other countries in the region, professional resources with high qualifications and very flexible temporary import procedures. 

· Other repair centers in Argentina: Even though they are now successfully working with operators in Argentina, they lack the international recognition and image, don´t have complete knowledge of international logistics and they have a narrow offer of equipment repairs. In Argentina they don´t serve all the customers but are mainly focus on one operator.

· Other repair centers in the US subcontracted by Somera. In this case we understand that the option of repairing in Argentina will be of a much lower cost. 

1.6 Marketing plan

The plan to market this service will be focused on understanding what are the specific needs of the Operators, which are the niches where we can improve the service that they are already receiving from the OEMs or the local labs.

1. Develop a questionnaire with open questions to understand what are the Operations & Maintenance people from the Operators looking for in an Integral Repair Service vendor.

2. Conduct the survey with at least 50% of the operators that are servicing the CALA Market. It should be managed by each sales representative either in Somera US and CC Services 

3. Extract the main problems that they are now facing. Extract the main areas where we should be focusing our strategy. Basically the idea is to do Reverse marketing based on the answers of the questionnaire. Understand the “Ideal Repair service” concept.

4. Develop a brochure of one page with a brief of: the company and the Argentina Repair center, the main services, pointing out strenghts (specially the ones the operators are looking for) , technologies served, price attractiveness & turnaround times.

5. Offer the new service through the Sales team, starting in the Southern cone and Brasil for a first phase and then continue with the whole CALA region and other regions to complement the present Dallas offer, thus broaden the parts list.

1.7 Founders, management and technology teams. 

The profile of the founders, the management team and the technical professional are varied and specialized in the practices and processes required to succeed. 

The equipment will be composed of:

Somera Communications – Responsible for the certification for the repair centers and overall project monitoring. Will provide its experience in the repairs business with extensive know how and global contacts to obtain repairs orders. 

CC Services S.A. – Responsible for the coordination of the repair labs in Argentina and the project management of the international logistics processes. 

Miguel Serrano –President of CC Services: Holds a degree in Public Relations and performed post degree studies in Negotiations at Columbia University, Consultant in Strategic Management, specialized in telecommunications companies, president of MS Consultores. 

Previous positions of Mr. Serrano

Eduardo F.Navarro – Holds a degree in International Trade, and is an MBA candidate for Dec. 2004. Holds a certificate in  “Project Management Professional” from the Stevens Institute of Technology and had experience of over 7 years in International Logistics, administration of repairs process and Project Management in Lucent Technologies. 

Team of repairs labs: Electronic Engineers specialized in telecom equipments that already operate this service for local operators in Argentina since many years with proprietary labs. They participated in the development of technologies, particularly the manufacture and launching of the first Argentinean satellite, for the University of Cordoba and the airplanes manufacture company in that same province. 

Process Flow
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Break Even Scenario

The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

Scenario 2 - Break even analysis

Assumptions

Volume sales according our analysis (see "sales analysis" sheet in this file) 

Assumes 1.1% of market share for first year and 3.3% for year 3 and next years. For Ericsson & Lucent Equipment repairs.

Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

We estimate 45 days in the street of COGS and 1 month of SG&A

Year 1

Year 2

Year 3

Year 4

Cost of Capital

  Risk Premium =

3,30%

EBIT

-1957

3291

23807

19170

  Risk Free Rate =

5%

 - Taxes (dato)

-685

1151

8332

6709

  Beta =

2,29

´= EBTI (1-t)

-1272

2139

15475

12461

Country Risk=

1,50%

 + Amortización

860

860

860

860

  Real Cost of Capital (Ka) =

13,56%

´= Operating CF

-412

2999

16335

13321

IRR

28%

 - Change in WC

-23331

-2346

-4056

-3669

 - Capital Expenditures

-2500

-860

-860

-860

´= Free Cash Flows

-26243

-207

11420

8792

Terminal Value / g=

2%

77595

Total Cash Flows

-26243

-207

11420

86387

Discount Factor

0,88

0,78

0,68

0,53

NPV Total Cash Flows

-23110

-160

7799

45749

NPV Cash Flows

30277
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Year 

Number of 

shipments

Nbr. Of 

parts per 

month

Average Repair 

cost per spare 

part

350

Average Number of 

parts per 

shipment/P.O.

7

Year 1

4

29

Amount of P.Os

3855,8

Total number of 

parts (10% market 

share) with 50% of 

México

82

Year 2

8

57

Public 

Accountant 

support 

(monthly):

100

Local Freight, 

Warehousing and 

Packaging: (per 

P.O.)

300

Year 3

42,9%

82

Insurance rate

0,85%

Customs 

Broker rate

0,6%

Average weight 

per spare part 

(kgs)

2,5

Internat.Freight Rate 

per kg.(CALA 

Countries)

2,5

Improvement in Salary per year:

10%

Increase in 

Utilities 

Tariffs (per 

year)

10,0%

Cost of utilities 

per month

350

Initial Capex 

Investment

2500

Office Space cost per month=

700

Salary PM 

senior per 

year (100%)

19500

Salary PM 

Junior(per 

year)=

9750

Salary Assistant (per 

year)

4875

Projected Income Statement

Description

% of sales

Year 1

Year 2

Year 3

Year 4

Sales

200499

370153

528790

528790

COGS

Cost of Repair lab (60% of Line 1)

60,00%

120300

240599

343713

343713

International Transportation

1,07%

2148

4296

6138

6138

Insurance (0,7% of 4xLine 1)

3,40%

6817

12585

17979

17979

Customs Broker fees

5,57%

11162

22324

31891

31891

Customs fees

0,96%

1920

3840

5486

5486

Local Transportation, packaging and 

warehousing fees

7,18%

14400

28800

41143

41143

Total COGS

78,18%

156747

312445

446349

446349

0,00

Gross Margin

22%

43753

57708

82440

82440

SG&A

Salary PM senior

19500

19500

21450

23595

25955

Salary PM junior

9750

4875

10725

11798

12977

Salary Assistant

4875

4875

5363

5899

6489

Public Accountant support fees

USD 100 monthly

1200

1200

1200

1200

Office Staples

USD 150 monthly

1800

1800

1800

1800

Utilities (electricity,telephone,etc)fees

USD 350 monthly

4200

4620

5082

5590

Rent of the office space 

USD 700 monthly

8400

8400

8400

8400

Total SG&A

44850

53558

57773

62411

0,08

EBITDA

-1097

4151

24667

20030

Depreciation

860

860

860

860

EBIT

-1957

3291

23807

19170

Interest

0

1

2

2

EBT

-1957

3290

23805

19168

Taxes

-685

1151

8332

6709

Net Income

-1%

-1272

2138

15473

12459

Repair cost per part (Includes 

SG&A+COGS) 

587

532

513

518

Final Price to customer (per part)

583

538

538

538

Number of boards per year

344

687

982,0377073

982,037707

Yearly growth in number of boards

100%

43%

0%

[image: image12.wmf]Assumptions

Year 

Number of 

shipments

Nbr. Of 

parts per 

month

Average Repair 

cost per spare 

part

350

Average Number of 

parts per 

shipment/P.O.

17

Year 1

4

69

Amount of P.Os

9347,3

Total number of 

parts (10% market 

share) with 50% of 

México

198

Year 2

8

139

Public 

Accountant 

support 

(monthly):

100

Local Freight, 

Warehousing and 

Packaging: (per 

P.O.)

300

Year 3

42,9%

198

Insurance rate

0,85%

Customs 

Broker rate

0,6%

Average weight 

per spare part 

(kgs)

2,5

Internat.Freight Rate 

per kg.(CALA 

Countries)

2,5

Improvement in Salary per year:

10%

Increase in 

Utilities 

Tariffs (per 

year)

10,0%

Cost of utilities 

per month

350

Initial Capex 

Investment

2500

Office Space cost per month=

700

Salary PM 

senior per 

year (100%)

19500

Salary PM 

Junior(per 

year)=

9750

Salary Assistant (per 

year)

4875

Projected Income Statement

Description

% of sales

Year 1

Year 2

Year 3

Year 4

Sales

486059

897340

1281914

1281914

COGS

Cost of Repair lab (60% of Line 1)

60,00%

291635

583271

833244

833244

International Transportation

1,07%

5208

10416

14879

14879

Insurance (0,7% of 4xLine 1)

3,40%

16526

30510

43585

43585

Customs Broker fees

3,60%

17488

34976

49966

49966

Customs fees

0,40%

1920

3840

5486

5486

Local Transportation, packaging and 

warehousing fees

2,96%

14400

28800

41143

41143

Total COGS

71,43%

347177

691812

988303

988303

0,00

Gross Margin

29%

138882

205528

293611

293611

SG&A

Salary PM senior

19500

19500

21450

23595

25955

Salary PM junior

9750

4875

10725

11798

12977

Salary Assistant

4875

4875

5363

5899

6489

Public Accountant support fees

USD 100 monthly

1200

1200

1200

1200

Office Staples

USD 150 monthly

1800

1800

1800

1800

Utilities (electricity,telephone,etc)fees

USD 350 monthly

4200

4620

5082

5590

Rent of the office space 

USD 700 monthly

8400

8400

8400

8400

Total SG&A

44850

53558

57773

62411

0,08

EBITDA

94032

151970

235838

231200

Depreciation

860

860

860

860

EBIT

93172

151110

234978

230340

Interest

0

1

2

2

EBT

93172

151109

234976

230338

Taxes

32610

52888

82241

80618

Net Income

12%

60562

98221

152734

149720

Repair cost per part (Includes 

SG&A+COGS) 

470

447

439

441

Final Price to customer (per part)

583

538

538

538

Number of boards per year

833

1666

2380,697472

2380,69747

Yearly growth in number of boards

100%

43%

0%
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Conservative Scenario

The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

Scenario 1 - Conservative scenario

Assumptions

Volume sales according our analysis (see "sales analysis" sheet in this file) 

Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

We estimate 45 days in the street of COGS and 1 month of SG&A

Year 1

Year 2

Year 3

Year 4

Cost of Capital

  Risk Premium =

3,30%

EBIT

93172

151110

234978

230340

  Risk Free Rate =

5%

 - Taxes (dato)

32610

52888

82241

80618

  Beta =

2,29

´= EBTI (1-t)

60562

98222

152736

149722

Country Risk=

1,50%

 + Amortización

860

860

860

860

  Real Cost of Capital (Ka) =

13,56%

´= Operating CF

61422

99082

153596

150582

 - Change in WC

-47135

-14664

-21653

-21267

 - Capital Expenditures

-2500

-860

-860

-860

´= Free Cash Flows

11787

83558

131083

128455

Terminal Value / g=

2%

1133723

Total Cash Flows

11787

83558

131083

1262178

Discount Factor

0,88

0,78

0,68

0,53

PV Total Cash Flows

10380

64798

89517

668423

NPV Cash Flows

833117

[image: image14.wmf]Assumptions

Year 

Number of 

shipments

Nbr. Of 

parts per 

month

Average Repair 

cost per spare 

part

350

Average Number of 

parts per 

shipment/P.O.

43

Year 1

4

174

Amount of P.Os

23368,2

Total number of 

parts (10% market 

share) with 50% of 

México

496

Year 2

8

347

Public 

Accountant 

support 

(monthly):

100

Local Freight, 

Warehousing and 

Packaging: (per 

P.O.)

300

Year 3

42,9%

496

Insurance rate

0,85%

Customs 

Broker rate

0,6%

Average weight 

per spare part 

(kgs)

2,5

Internat.Freight Rate 

per kg.(CALA 

Countries)

2,5

Improvement in Salary per year:

10%

Increase in 

Utilities 

Tariffs (per 

year)

10,0%

Cost of utilities 

per month

350

Initial Capex 

Investment

2500

Office Space cost per month=

700

Salary PM 

senior per 

year (100%)

19500

Salary PM 

Junior(per 

year)=

9750

Salary Assistant (per 

year)

4875

Projected Income Statement

Nbr.

Description

% of sales

Year 1

Year 2

Year 3

Year 4

1

Sales

1215148

2243350

3204785

3204785

COGS

2

Cost of Repair lab (60% of Line 1)

60,00%

729089

1458177

2083110

2083110

3

International Transportation

1,07%

13019

26039

37198

37198

4

Insurance (0,7% of 4xLine 1)

3,40%

41315

76274

108963

108963

5

Customs Broker fees

2,77%

33640

67280

96115

96115

6

Customs fees

0,16%

1920

3840

5486

5486

7

Local Transportation, packaging and 

warehousing fees

1,19%

14400

28800

41143

41143

8

Total COGS

68,58%

833383

1660410

2372015

2372015

0,00

9

Gross Margin

31%

381764

582939

832770

832770

SG&A

10

Salary PM senior

19500

19500

21450

23595

25955

11

Salary PM junior

9750

4875

10725

11798

12977

12

Salary Assistant

4875

4875

5363

5899

6489

13

Public Accountant support fees

USD 100 monthly

1200

1200

1200

1200

14

Office Staples

USD 150 monthly

1800

1800

1800

1800

15

Utilities (electricity,telephone,etc)fees

USD 350 monthly

4200

4620

5082

5590

16

Rent of the office space 

USD 700 monthly

8400

8400

8400

8400

17

Total SG&A

44850

53558

57773

62411

0,08

18

EBITDA

336914

529382

774997

770360

19

Depreciation

860

860

860

860

20

EBIT

336054

528522

774137

769500

21

Interest

0

1

2

2

22

EBT

336054

528521

774135

769498

23

Taxes

117619

184982

270947

269324

24

Net Income

18%

218435

343538

503188

500174

Repair cost per part (Includes 

SG&A+COGS) 

422

411

408

409

Final Price to customer (per part)

583

538

538

538

Number of boards per year

2083

4166

5951,74368

5951,74368

Yearly growth in number of boards

100%

43%

0%
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Optimistic Scenario

The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

Scenario 3 - Optimistic scenario

Assumptions

Volume sales according our analysis (see "sales analysis" sheet in this file) 

Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

We estimate 45 days in the street of COGS and 1 month of SG&A

Year 1

Year 2

Year 3

Year 4

Cost of Capital

  Risk Premium =

3,30%

EBIT

336054

528522

774137

769500

  Risk Free Rate =

5%

 - Taxes (dato)

117619

184982

270947

269324

  Beta =

2,29

´= EBTI (1-t)

218435

343539

503190

500176

Country Risk=

1,50%

 + Amortización

860

860

860

860

  Real Cost of Capital (Ka) =

13,56%

´= Operating CF

219295

344399

504050

501036

 - Change in WC

-107910

-46115

-66583

-66197

 - Capital Expenditures

-2500

-860

-860

-860

´= Free Cash Flows

108885

297424

436607

433979

Terminal Value / g=

2%

3830219

Total Cash Flows

108885

297424

436607

4264198

Discount Factor

0,88

0,78

0,68

0,53

PV Total Cash Flows

95886

230647

298159

2258228

NPV Cash Flows

2882921

_1146407935.xls
Free CF

		Financial Analysis - Argentina Repair Center 
Optimistic Scenario

		The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

		Scenario 3 - Optimistic scenario

		Assumptions

		Volume sales according our analysis (see "sales analysis" sheet in this file)

		Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

		Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

		We estimate 45 days in the street of COGS and 1 month of SG&A

						Year 1		Year 2		Year 3		Year 4				Cost of Capital

																Risk Premium =				3.30%

		EBIT				336054		528522		774137		769500				Risk Free Rate =				5%

		- Taxes (dato)				117619		184982		270947		269324				Beta =				2.29

		´= EBTI (1-t)				218435		343539		503190		500176				Country Risk=				1.50%

		+ Amortización				860		860		860		860				Real Cost of Capital (Ka) =				13.56%

		´= Operating CF				219295		344399		504050		501036

		- Change in WC				-107910		-46115		-66583		-66197

		- Capital Expenditures				-2500		-860		-860		-860

		´= Free Cash Flows				108885		297424		436607		433979

		Terminal Value / g=		2%								3830219

		Total Cash Flows				108885		297424		436607		4264198

		Discount Factor				0.88		0.78		0.68		0.53

		PV Total Cash Flows				95886		230647		298159		2258228

		NPV Cash Flows		2882921

		NO TAX SHIELD BECAUSE WE DON´T USE DEBT

						Year 1		Year 2		Year 3		Year 4

		Interest Tax Shields

		Interest Paid				0		0		0		0				Cost of Debt =				10.50%

		Tax Shield sobre Intereses				0		0		0		0

		Terminal Value Tax Shield										0

		Total Tax Shield				0		0		0		0

		Discount Factor Tax Shields				0.90		0.82		0.74		0.61

		PV of Tax Shields				0		0		0		0

		NPV Tax Shields		0

		APV		2882921
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Work.cap y capex

		Financial Analysis - Argentina Repair Center 
Optimistic Scenario

		Working Capital Calculation

		Assumptions

		We estimate 45 days in the street of COGS and 1 month of SG&A

				Year 1		Year 2		Year 3		Year 4

		Current Assets		103262.305674065		188945.795090582		269065.421557974		269065.421557974

		Cash

		Short term investments		0		0		0		0

		Account receivables		101262		186946		267065		267065

		Inventory		2000		2000		2000		2000

		Current Liabilities		73186		142831		202482		202869

		Accounts Payable		73186		142831		202482		202869

		Working capital Analysis

				Year 1		Year 2		Year 3		Year 4

		Working Capital		107910		154026		220609		286805

		Change in WC				46115		66583		66197

		Capital Expenditure Analysis

				Year 1		Year 2		Year 3		Year 4

		Fixed Assets		2500		2500		2500		2500

		Capex		2500		860		860		860

		Depreciation		-860		-860		-860		-860
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Proj.Income stat

				Financial Analysis - Argentina Repair Center 
Optimistic Scenario

				Assumptions

				Analysis subject to a parity of peso/dollar: 2,85 pesos per dollar

				Volume sales according our analysis (see "sales analysis" sheet in this file) assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

				Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

				Volume of sales is for this exercise only. Is an APPROXIMATE NUMBER to be defined by Somera. We are also in the process of helping in this issue.

				Number of P.Os for the first year of operation=				4

				Number of Pos for the second year=				8

				Growth of operations from the 3rd year=				43%

				Average cost of repair per part:		$   350.00		(cost that the repair lab will charge to Somera CC Services)

				Average number of parts per shipment=		43

				Customer temporary ships the equipment to Argentina and imports back when equipment returns to the country of procedence.

				CC Services temporary imports the equipment in Argentina (no duties paid) and re-exports them when they are repaired

				International freight to Argentina will be paid by Customer, the return from Argentina to country of customer will be paid by Somera CC Services

				Freight price of kg.via Fedex is 2.50USD (Somera to check with their price rates and CC Servc with our Fedex price rate)

				Insurance will be provided by a Company located in Argentina (contracted by CC Services) or by Somera from U.S. Customer will be responsible for insurance coverage from its country until arrival in Argentina.

				Insurance price for Somera-CC Services will be=				0.85%		of value of goods transported.

				Value of goods transported are assumed to be 4 times the price of the repair (to be checked)

				Value of goods transported are used for the calculation of insurance and Customs broker fees in the temporary importation

				Customs broker fees are=		0.6%		of value of goods transported for the temporary import & USD140 per shipment for dispatching back to country of procedence

				Customs fees are 10 USD per shipment (import and export), e.g. USD 20 per operation

				Local transportation and packaging fees will be 300 USD per shipment

				Project Management and Logistics management of the operations controlled by CC Services Argentina office

				SG&A includes: 1° Salary of a semi-senior Project Manager that will do the overall management of the project, 2° Salary of a PM Assistant that will help with the coordination among all the stakeholders during the operations, 3° USD 700 of rent of the Arge

				Salaries include a 30% labour cost (medical care, retirement, other government taxes)

				Line Depreciation: Only some PCs and some other office equipment is considered. No initial CAPEX of TELCO equipment is considered.

				No debt is assumed in this model

				Improvement in Salary per year for PM and PM Assistant: 10%

				Increase in utilities Tariffs per year=		10%

				Assumptions

				Year		Number of shipments		Nbr. Of parts per month				Average Repair cost per spare part		350				Average Number of parts per shipment/P.O.		43

				Year 1		4		174				Amount of P.Os		23368.2				Total number of parts (10% market share) with 50% of México		496

				Year 2		8		347				Public Accountant support (monthly):		100				Local Freight, Warehousing and Packaging: (per P.O.)		300

				Year 3		42.9%		496

				Insurance rate		0.85%		Customs Broker rate		0.6%		Average weight per spare part (kgs)		2.5				Internat.Freight Rate per kg.(CALA Countries)		2.5

				Improvement in Salary per year:		10%		Increase in Utilities Tariffs (per year)		10.0%		Cost of utilities per month		350				Initial Capex Investment		2500

				Office Space cost per month=		700		Salary PM senior per year (100%)		19500		Salary PM Junior(per year)=		9750				Salary Assistant (per year)		4875

		Projected Income Statement

		Nbr.		Description		% of sales		Year 1		Year 2		Year 3		Year 4

		1		Sales				1215148		2243350		3204785		3204785

				COGS

		2		Cost of Repair lab (60% of Line 1)		60.00%		729089		1458177		2083110		2083110

		3		International Transportation		1.07%		13019		26039		37198		37198

		4		Insurance (0,7% of 4xLine 1)		3.40%		41315		76274		108963		108963

		5		Customs Broker fees		2.77%		33640		67280		96115		96115

		6		Customs fees		0.16%		1920		3840		5486		5486

		7		Local Transportation, packaging and warehousing fees		1.19%		14400		28800		41143		41143

		8		Total COGS		68.58%		833383		1660410		2372015		2372015

														0.00

		9		Gross Margin		31%		381764		582939		832770		832770

				SG&A

		10		Salary PM senior		19500		19500		21450		23595		25955

		11		Salary PM junior		9750		4875		10725		11798		12977

		12		Salary Assistant		4875		4875		5363		5899		6489

		13		Public Accountant support fees		USD 100 monthly		1200		1200		1200		1200

		14		Office Staples		USD 150 monthly		1800		1800		1800		1800

		15		Utilities (electricity,telephone,etc)fees		USD 350 monthly		4200		4620		5082		5590

		16		Rent of the office space		USD 700 monthly		8400		8400		8400		8400

		17		Total SG&A				44850		53558		57773		62411

														0.08

		18		EBITDA				336914		529382		774997		770360

		19		Depreciation				860		860		860		860

		20		EBIT				336054		528522		774137		769500

		21		Interest				0		1		2		2

		22		EBT				336054		528521		774135		769498

		23		Taxes				117619		184982		270947		269324

		24		Net Income		18%		218435		343538		503188		500174

				Repair cost per part (Includes SG&A+COGS)				422		411		408		409

				Final Price to customer (per part)				583		538		538		538

				Number of boards per year				2083		4166		5951.7436804349		5951.7436804349

				Yearly growth in number of boards						100%		43%		0%

				ROA

																				0.39
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Sales Analysis

		Financial Analysis - Argentina Repair Center 
Optimistic Scenario

		Sales Volume of Lucent and Ericsson Equipment Analysis - Year 2002

		Assumptions

		Total Subscribers take only 50% of México as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer

		Source of Information: List of all the equipment repaired by Ericsson for Telefónica Argentina

		Failure rate for this most typical parts are assumed to be the same for Lucent and Ericsson

		Identify the two most typical parts (Higher failure rate) that corresponds to aprox. 80% of the parts that fail yearly

		Target of market share for Somera for year 2 = 10%

		Type of equipment		Brand		Country		Volume of failed equipment		Number of Lines using this equipment		Failed equipm/Nbr. Of lines		Lines in CALA Region (aprox)		Total number of parts to be repaired in CALA		20% Projection of market share for Somera		Parts per month to be repaired

		Rectifier		Ericsson		Argentina		177		1,864,200		0.00009		38,713,331		3,676		735		61

		Transceiver		Ericsson		Argentina		1256		1,864,200		0.00067		38,713,331		26,083		5,217		435

																				496
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Subscr.CALA

		Financial Analysis - Argentina Repair Center

		Information of Cellular carriers in CALA

		Assumptions

		Number of subscribers are for carriers using Ericsson or Lucent networks(up to year 2002)

		Some carriers has a mix of technologies including the two mentioned above

		We assume TDMA and CDMA Networks were already deployed by 2002

		For many countries were we couldn´t find the info. We use the same figures of similar countries (marked in yellow)

		Region		Country		Operator Name		Subscribers		System Technology		Infrastructure/Vendor(s)

		CALA		Bermuda		Bermuda digital Communications		137,500		CDMA		Lucent

		CALA		Bolivia		Entel Movil/ Entel PCS		450,000		TDMA 800/GSM 1900		Ericsson

		CALA		Bolivia		Telecel		348,000		TDMA		Ericsson

		CALA		Bonaire		Personal Communications Services N.V.		137,500		CDMA		Lucent

		CALA		Brasil		ATL (Algar Telecom Leste)		2,000,000		TDMA		Ericsson

		CALA		Brasil		CTBC Celular		258,000		TDMA		Ericsson

		CALA		Brasil		Maxitel		1,200,000		TDMA		Ericsson

		CALA		Brasil		Tele Celular Sul		870,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Tele Nordeste Celular TIM		2,000,000		CDMA		Ericsson

		CALA		Brasil		Telefonica Celular Vivo		440,000		CDMA		Ericsson y otro

		CALA		Brasil		Telefonica Celular Vivo		1,000,000		CDMA		Lucent y otros

		CALA		Brasil		Telesp Celular Participacoes		1,800,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Telet		662,000		TDMA		Ericsson

		CALA		Brasil		Tess		1,200,000		TDMA		Ericsson

		CALA		Brasil		TIM		662,000		GSM 1800		Ericsson y otros

		CALA		Cayman Islands		Cable & Wireless		137,500		TDMA converting to GSM/ GRPS		Ericsson

		CALA		Chile		Entel PCS		2,000,000		GSM 1900		Ericsson

		CALA		Chile		Smartcom PCS		400,000		CDMA 1800		Ericsson y otro

		CALA		Chile		Telefonica Moviles (CTC)		1,700,000		AMPS/TDMA, migrating GSM/GPRS		Ericsson

		CALA		Colombia		Bellsouth Colombia		650,000		AMPS/TDMA		Nortel/ Ericsson

		CALA		Colombia		Celcaribe		213,000		AMPS/TDMA		Ericsson

		CALA		Costa Rica		Ice Celular		400,000		AMPS/ TDMA/GSM 1800		Ericsson/Lucent

		CALA		Cuba		Cubacel		137,500		AMPS/D-AMPS		Ericsson

		CALA		Curacao		Setel N.V.		137,500		D-AMPS, TDMA		Ericsson

		CALA		Dominica		Marpin/Paradise Wireless		137,500		CDMA		Lucent

		CALA		Dominican Republic		Codetel		468,664		AMPS, CDMA 1900		Lucent

		CALA		Dominican Republic		Orange Domicana		226,000		GSM 1900		Ericsson

		CALA		Dominican Republic		Servicios Globales de Telecomunicaciones		226,000		CDMA		Lucent

		CALA		Ecuador		Otecel( Bellsouth Ecuador)		239,000		TDMA		Ericsson y otro

		CALA		El Salvador		CTE Telecom Personal		137,500		GSM 1900		Ericsson y otro

		CALA		El Salvador		ODC		226,000		CDMA 1X RTT		Lucent y otro

		CALA		El Salvador		Telefonica El Salvador SA de CV		226,000		CDMA 1900		Lucent

		CALA		El Salvador		Telemovil El Salvador		375,000		AMPS, TDMA		Ericsson

		CALA		French West Indies		Oceanic Digital FWI		137,500		CDMA		Lucent

		CALA		Guadeloupe & Martinique		Caribe Mobiles		137,500		AMPS, IRMA, GSM 1900		Lucent y otro

		CALA		Guatemala		Comcel		180,000		AMPS, N-AMPS, TDMA		Ericsson y otro

		CALA		Guatemala		Telefonica Centroamerica Guatemala SA		130,000		CDMA 1900		Lucent

		CALA		Jamaica		Digicel		400,000		GSM 900		Ericsson

		CALA		Jamaica		Oceanic Digital Jamaica		226,000		CDMA		Lucent

		CALA		Mexico		Lusacell/ Lusacell		1,100,000		AMPS/CDMA 1900		Lucent y otro

		CALA		Mexico		Telcel		18,000,000		AMPS, TDMA, GSM/GRPS, EDGE Planned		Ericsson

		CALA		Nicaragua		Bellsouth (Nicael)		66,667		AMPS, TDMA 800		Ericsson y otro

		CALA		Panama		Bellsouth (BSC de Panama)		327,000		TDMA 800		Ericsson

		CALA		Panama		Cable & Wireless Movil		226,000		TDMA 850, GSM/GRPS 850		Ericsson

		CALA		Paraguay		Nucleo		550,000		TDMA 800/1900		Ericsson

		CALA		Paraguay		Telecel		407,500		AMPS 800/ TDMA 1900		Ericsson y otro

		CALA		Puerto Rico		Centennial de Puerto Rico		226,000		CDMA		Lucent y otro

		CALA		Puerto Rico		NewCom Wireless Services		188,000		CDMA 1900		Lucent

		CALA		Puerto Rico		T-Mobile		226,000		GSM 1900		Ericsson y otro

		CALA		Puerto Rico		Verzion Wireless		188,000		CDMA		Lucent

		CALA		St. Maarten		Paradise Wireless		30,000		CDMA 800		Lucent

		CALA		Uruguay		Ancel		165,000		TDMA		Ericsson y otro

		CALA		Venezuela		Movilnet		2,650,000		AMPS, TDMA, CDMA planned		Ericsson y Lucent

		CALA		Venezuela		Telcel Bellsouth		1,500,000		AMPS, N-AMPS, CDMA		Lucent y otro

		CALA		Virgin Islands		Sprint PCS		137,500		CDMA 1900		Lucent

		Total Subscribers without taking México as full as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer						38,713,331
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		Financial Analysis - Argentina Repair Center 
Optimistic Scenario

		The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

		Scenario 3 - Optimistic scenario

		Assumptions

		Volume sales according our analysis (see "sales analysis" sheet in this file)

		Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

		Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

		We estimate 45 days in the street of COGS and 1 month of SG&A

						Year 1		Year 2		Year 3		Year 4				Cost of Capital

																Risk Premium =				3.30%

		EBIT				336054		528522		774137		769500				Risk Free Rate =				5%

		- Taxes (dato)				117619		184982		270947		269324				Beta =				2.29

		´= EBTI (1-t)				218435		343539		503190		500176				Country Risk=				1.50%

		+ Amortización				860		860		860		860				Real Cost of Capital (Ka) =				13.56%

		´= Operating CF				219295		344399		504050		501036

		- Change in WC				-107910		-46115		-66583		-66197

		- Capital Expenditures				-2500		-860		-860		-860

		´= Free Cash Flows				108885		297424		436607		433979

		Terminal Value / g=		2%								3830219

		Total Cash Flows				108885		297424		436607		4264198

		Discount Factor				0.88		0.78		0.68		0.53

		PV Total Cash Flows				95886		230647		298159		2258228

		NPV Cash Flows		2882921

		NO TAX SHIELD BECAUSE WE DON´T USE DEBT

						Year 1		Year 2		Year 3		Year 4

		Interest Tax Shields

		Interest Paid				0		0		0		0				Cost of Debt =				10.50%

		Tax Shield sobre Intereses				0		0		0		0

		Terminal Value Tax Shield										0

		Total Tax Shield				0		0		0		0

		Discount Factor Tax Shields				0.90		0.82		0.74		0.61

		PV of Tax Shields				0		0		0		0

		NPV Tax Shields		0

		APV		2882921
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Work.cap y capex

		Financial Analysis - Argentina Repair Center 
Optimistic Scenario

		Working Capital Calculation

		Assumptions

		We estimate 45 days in the street of COGS and 1 month of SG&A

				Year 1		Year 2		Year 3		Year 4

		Current Assets		103262.305674065		188945.795090582		269065.421557974		269065.421557974

		Cash

		Short term investments		0		0		0		0

		Account receivables		101262		186946		267065		267065

		Inventory		2000		2000		2000		2000

		Current Liabilities		73186		142831		202482		202869

		Accounts Payable		73186		142831		202482		202869

		Working capital Analysis

				Year 1		Year 2		Year 3		Year 4

		Working Capital		107910		154026		220609		286805

		Change in WC				46115		66583		66197

		Capital Expenditure Analysis

				Year 1		Year 2		Year 3		Year 4

		Fixed Assets		2500		2500		2500		2500

		Capex		2500		860		860		860

		Depreciation		-860		-860		-860		-860
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Proj.Income stat

				Financial Analysis - Argentina Repair Center 
Optimistic Scenario

				Assumptions

				Analysis subject to a parity of peso/dollar: 2,85 pesos per dollar

				Volume sales according our analysis (see "sales analysis" sheet in this file) assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

				Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

				Volume of sales is for this exercise only. Is an APPROXIMATE NUMBER to be defined by Somera. We are also in the process of helping in this issue.

				Number of P.Os for the first year of operation=				4

				Number of Pos for the second year=				8

				Growth of operations from the 3rd year=				43%

				Average cost of repair per part:		$   350.00		(cost that the repair lab will charge to Somera CC Services)

				Average number of parts per shipment=		43

				Customer temporary ships the equipment to Argentina and imports back when equipment returns to the country of procedence.

				CC Services temporary imports the equipment in Argentina (no duties paid) and re-exports them when they are repaired

				International freight to Argentina will be paid by Customer, the return from Argentina to country of customer will be paid by Somera CC Services

				Freight price of kg.via Fedex is 2.50USD (Somera to check with their price rates and CC Servc with our Fedex price rate)

				Insurance will be provided by a Company located in Argentina (contracted by CC Services) or by Somera from U.S. Customer will be responsible for insurance coverage from its country until arrival in Argentina.

				Insurance price for Somera-CC Services will be=				0.85%		of value of goods transported.

				Value of goods transported are assumed to be 4 times the price of the repair (to be checked)

				Value of goods transported are used for the calculation of insurance and Customs broker fees in the temporary importation

				Customs broker fees are=		0.6%		of value of goods transported for the temporary import & USD140 per shipment for dispatching back to country of procedence

				Customs fees are 10 USD per shipment (import and export), e.g. USD 20 per operation

				Local transportation and packaging fees will be 300 USD per shipment

				Project Management and Logistics management of the operations controlled by CC Services Argentina office

				SG&A includes: 1° Salary of a semi-senior Project Manager that will do the overall management of the project, 2° Salary of a PM Assistant that will help with the coordination among all the stakeholders during the operations, 3° USD 700 of rent of the Arge

				Salaries include a 30% labour cost (medical care, retirement, other government taxes)

				Line Depreciation: Only some PCs and some other office equipment is considered. No initial CAPEX of TELCO equipment is considered.

				No debt is assumed in this model

				Improvement in Salary per year for PM and PM Assistant: 10%

				Increase in utilities Tariffs per year=		10%

				Assumptions

				Year		Number of shipments		Nbr. Of parts per month				Average Repair cost per spare part		350				Average Number of parts per shipment/P.O.		43

				Year 1		4		174				Amount of P.Os		23368.2				Total number of parts (10% market share) with 50% of México		496

				Year 2		8		347				Public Accountant support (monthly):		100				Local Freight, Warehousing and Packaging: (per P.O.)		300

				Year 3		42.9%		496

				Insurance rate		0.85%		Customs Broker rate		0.6%		Average weight per spare part (kgs)		2.5				Internat.Freight Rate per kg.(CALA Countries)		2.5

				Improvement in Salary per year:		10%		Increase in Utilities Tariffs (per year)		10.0%		Cost of utilities per month		350				Initial Capex Investment		2500

				Office Space cost per month=		700		Salary PM senior per year (100%)		19500		Salary PM Junior(per year)=		9750				Salary Assistant (per year)		4875

		Projected Income Statement

		Nbr.		Description		% of sales		Year 1		Year 2		Year 3		Year 4

		1		Sales				1215148		2243350		3204785		3204785

				COGS

		2		Cost of Repair lab (60% of Line 1)		60.00%		729089		1458177		2083110		2083110

		3		International Transportation		1.07%		13019		26039		37198		37198

		4		Insurance (0,7% of 4xLine 1)		3.40%		41315		76274		108963		108963

		5		Customs Broker fees		2.77%		33640		67280		96115		96115

		6		Customs fees		0.16%		1920		3840		5486		5486

		7		Local Transportation, packaging and warehousing fees		1.19%		14400		28800		41143		41143

		8		Total COGS		68.58%		833383		1660410		2372015		2372015

														0.00

		9		Gross Margin		31%		381764		582939		832770		832770

				SG&A

		10		Salary PM senior		19500		19500		21450		23595		25955

		11		Salary PM junior		9750		4875		10725		11798		12977

		12		Salary Assistant		4875		4875		5363		5899		6489

		13		Public Accountant support fees		USD 100 monthly		1200		1200		1200		1200

		14		Office Staples		USD 150 monthly		1800		1800		1800		1800

		15		Utilities (electricity,telephone,etc)fees		USD 350 monthly		4200		4620		5082		5590

		16		Rent of the office space		USD 700 monthly		8400		8400		8400		8400

		17		Total SG&A				44850		53558		57773		62411

														0.08

		18		EBITDA				336914		529382		774997		770360

		19		Depreciation				860		860		860		860

		20		EBIT				336054		528522		774137		769500

		21		Interest				0		1		2		2

		22		EBT				336054		528521		774135		769498

		23		Taxes				117619		184982		270947		269324

		24		Net Income		18%		218435		343538		503188		500174

				Repair cost per part (Includes SG&A+COGS)				422		411		408		409

				Final Price to customer (per part)				583		538		538		538

				Number of boards per year				2083		4166		5951.7436804349		5951.7436804349

				Yearly growth in number of boards						100%		43%		0%

				ROA

																				0.39
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Sales Analysis

		Financial Analysis - Argentina Repair Center 
Optimistic Scenario

		Sales Volume of Lucent and Ericsson Equipment Analysis - Year 2002

		Assumptions

		Total Subscribers take only 50% of México as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer

		Source of Information: List of all the equipment repaired by Ericsson for Telefónica Argentina

		Failure rate for this most typical parts are assumed to be the same for Lucent and Ericsson

		Identify the two most typical parts (Higher failure rate) that corresponds to aprox. 80% of the parts that fail yearly

		Target of market share for Somera for year 2 = 10%

		Type of equipment		Brand		Country		Volume of failed equipment		Number of Lines using this equipment		Failed equipm/Nbr. Of lines		Lines in CALA Region (aprox)		Total number of parts to be repaired in CALA		20% Projection of market share for Somera		Parts per month to be repaired

		Rectifier		Ericsson		Argentina		177		1,864,200		0.00009		38,713,331		3,676		735		61

		Transceiver		Ericsson		Argentina		1256		1,864,200		0.00067		38,713,331		26,083		5,217		435

																				496
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Subscr.CALA

		Financial Analysis - Argentina Repair Center

		Information of Cellular carriers in CALA

		Assumptions

		Number of subscribers are for carriers using Ericsson or Lucent networks(up to year 2002)

		Some carriers has a mix of technologies including the two mentioned above

		We assume TDMA and CDMA Networks were already deployed by 2002

		For many countries were we couldn´t find the info. We use the same figures of similar countries (marked in yellow)

		Region		Country		Operator Name		Subscribers		System Technology		Infrastructure/Vendor(s)

		CALA		Bermuda		Bermuda digital Communications		137,500		CDMA		Lucent

		CALA		Bolivia		Entel Movil/ Entel PCS		450,000		TDMA 800/GSM 1900		Ericsson

		CALA		Bolivia		Telecel		348,000		TDMA		Ericsson

		CALA		Bonaire		Personal Communications Services N.V.		137,500		CDMA		Lucent

		CALA		Brasil		ATL (Algar Telecom Leste)		2,000,000		TDMA		Ericsson

		CALA		Brasil		CTBC Celular		258,000		TDMA		Ericsson

		CALA		Brasil		Maxitel		1,200,000		TDMA		Ericsson

		CALA		Brasil		Tele Celular Sul		870,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Tele Nordeste Celular TIM		2,000,000		CDMA		Ericsson

		CALA		Brasil		Telefonica Celular Vivo		440,000		CDMA		Ericsson y otro

		CALA		Brasil		Telefonica Celular Vivo		1,000,000		CDMA		Lucent y otros

		CALA		Brasil		Telesp Celular Participacoes		1,800,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Telet		662,000		TDMA		Ericsson

		CALA		Brasil		Tess		1,200,000		TDMA		Ericsson

		CALA		Brasil		TIM		662,000		GSM 1800		Ericsson y otros

		CALA		Cayman Islands		Cable & Wireless		137,500		TDMA converting to GSM/ GRPS		Ericsson

		CALA		Chile		Entel PCS		2,000,000		GSM 1900		Ericsson

		CALA		Chile		Smartcom PCS		400,000		CDMA 1800		Ericsson y otro

		CALA		Chile		Telefonica Moviles (CTC)		1,700,000		AMPS/TDMA, migrating GSM/GPRS		Ericsson

		CALA		Colombia		Bellsouth Colombia		650,000		AMPS/TDMA		Nortel/ Ericsson

		CALA		Colombia		Celcaribe		213,000		AMPS/TDMA		Ericsson

		CALA		Costa Rica		Ice Celular		400,000		AMPS/ TDMA/GSM 1800		Ericsson/Lucent

		CALA		Cuba		Cubacel		137,500		AMPS/D-AMPS		Ericsson

		CALA		Curacao		Setel N.V.		137,500		D-AMPS, TDMA		Ericsson

		CALA		Dominica		Marpin/Paradise Wireless		137,500		CDMA		Lucent

		CALA		Dominican Republic		Codetel		468,664		AMPS, CDMA 1900		Lucent

		CALA		Dominican Republic		Orange Domicana		226,000		GSM 1900		Ericsson

		CALA		Dominican Republic		Servicios Globales de Telecomunicaciones		226,000		CDMA		Lucent

		CALA		Ecuador		Otecel( Bellsouth Ecuador)		239,000		TDMA		Ericsson y otro

		CALA		El Salvador		CTE Telecom Personal		137,500		GSM 1900		Ericsson y otro

		CALA		El Salvador		ODC		226,000		CDMA 1X RTT		Lucent y otro

		CALA		El Salvador		Telefonica El Salvador SA de CV		226,000		CDMA 1900		Lucent

		CALA		El Salvador		Telemovil El Salvador		375,000		AMPS, TDMA		Ericsson

		CALA		French West Indies		Oceanic Digital FWI		137,500		CDMA		Lucent

		CALA		Guadeloupe & Martinique		Caribe Mobiles		137,500		AMPS, IRMA, GSM 1900		Lucent y otro

		CALA		Guatemala		Comcel		180,000		AMPS, N-AMPS, TDMA		Ericsson y otro

		CALA		Guatemala		Telefonica Centroamerica Guatemala SA		130,000		CDMA 1900		Lucent

		CALA		Jamaica		Digicel		400,000		GSM 900		Ericsson

		CALA		Jamaica		Oceanic Digital Jamaica		226,000		CDMA		Lucent

		CALA		Mexico		Lusacell/ Lusacell		1,100,000		AMPS/CDMA 1900		Lucent y otro

		CALA		Mexico		Telcel		18,000,000		AMPS, TDMA, GSM/GRPS, EDGE Planned		Ericsson

		CALA		Nicaragua		Bellsouth (Nicael)		66,667		AMPS, TDMA 800		Ericsson y otro

		CALA		Panama		Bellsouth (BSC de Panama)		327,000		TDMA 800		Ericsson

		CALA		Panama		Cable & Wireless Movil		226,000		TDMA 850, GSM/GRPS 850		Ericsson

		CALA		Paraguay		Nucleo		550,000		TDMA 800/1900		Ericsson

		CALA		Paraguay		Telecel		407,500		AMPS 800/ TDMA 1900		Ericsson y otro

		CALA		Puerto Rico		Centennial de Puerto Rico		226,000		CDMA		Lucent y otro

		CALA		Puerto Rico		NewCom Wireless Services		188,000		CDMA 1900		Lucent

		CALA		Puerto Rico		T-Mobile		226,000		GSM 1900		Ericsson y otro

		CALA		Puerto Rico		Verzion Wireless		188,000		CDMA		Lucent

		CALA		St. Maarten		Paradise Wireless		30,000		CDMA 800		Lucent

		CALA		Uruguay		Ancel		165,000		TDMA		Ericsson y otro

		CALA		Venezuela		Movilnet		2,650,000		AMPS, TDMA, CDMA planned		Ericsson y Lucent

		CALA		Venezuela		Telcel Bellsouth		1,500,000		AMPS, N-AMPS, CDMA		Lucent y otro

		CALA		Virgin Islands		Sprint PCS		137,500		CDMA 1900		Lucent

		Total Subscribers without taking México as full as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer						38,713,331
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		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

		Scenario 1 - Conservative scenario

		Assumptions

		Volume sales according our analysis (see "sales analysis" sheet in this file)

		Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

		Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

		We estimate 45 days in the street of COGS and 1 month of SG&A

						Year 1		Year 2		Year 3		Year 4				Cost of Capital

																Risk Premium =				3.30%

		EBIT				93172		151110		234978		230340				Risk Free Rate =				5%

		- Taxes (dato)				32610		52888		82241		80618				Beta =				2.29

		´= EBTI (1-t)				60562		98222		152736		149722				Country Risk=				1.50%

		+ Amortización				860		860		860		860				Real Cost of Capital (Ka) =				13.56%

		´= Operating CF				61422		99082		153596		150582

		- Change in WC				-47135		-14664		-21653		-21267

		- Capital Expenditures				-2500		-860		-860		-860

		´= Free Cash Flows				11787		83558		131083		128455

		Terminal Value / g=		2%								1133723

		Total Cash Flows				11787		83558		131083		1262178

		Discount Factor				0.88		0.78		0.68		0.53

		PV Total Cash Flows				10380		64798		89517		668423

		NPV Cash Flows		833117

		NO TAX SHIELD BECAUSE WE DON´T USE DEBT

						Year 1		Year 2		Year 3		Year 4

		Interest Tax Shields

		Interest Paid				0		0		0		0				Cost of Debt =				10.50%

		Tax Shield sobre Intereses				0		0		0		0

		Terminal Value Tax Shield										0

		Total Tax Shield				0		0		0		0

		Discount Factor Tax Shields				0.90		0.82		0.74		0.61

		PV of Tax Shields				0		0		0		0

		NPV Tax Shields		0

		APV		833117
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Work.cap y capex

		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		Working Capital Calculation

		Assumptions

		We estimate 45 days in the street of COGS and 1 month of SG&A

				Year 1		Year 2		Year 3		Year 4

		Current Assets		42504.9222696261		76778.3180362329		108826.16862319		108826.16862319

		Cash

		Short term investments		0		0		0		0

		Account receivables		40505		74778		106826		106826

		Inventory		2000		2000		2000		2000

		Current Liabilities		32669		62114		87173		87559

		Accounts Payable		32669		62114		87173		87559

		Working capital Analysis

				Year 1		Year 2		Year 3		Year 4

		Working Capital		47135		61799		83452		104719

		Change in WC				14664		21653		21267

		Capital Expenditure Analysis

				Year 1		Year 2		Year 3		Year 4

		Fixed Assets		2500		2500		2500		2500

		Capex		2500		860		860		860

		Depreciation		-860		-860		-860		-860
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Proj.Income stat

				Financial Analysis - Argentina Repair Center 
Conservative Scenario

				Assumptions

				Analysis subject to a parity of peso/dollar: 2,85 pesos per dollar

				Volume sales according our analysis (see "sales analysis" sheet in this file) assumes 8% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

				Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

				Volume of sales is for this exercise only. Is an APPROXIMATE NUMBER to be defined by Somera. We are also in the process of helping in this issue.

				Number of P.Os for the first year of operation=				4

				Number of Pos for the second year=				8

				Growth of operations from the 3rd year=				43%

				Average cost of repair per part:		$   350.00		(cost that the repair lab will charge to Somera CC Services)

				Average number of parts per shipment=		17

				Customer temporary ships the equipment to Argentina and imports back when equipment returns to the country of procedence.

				CC Services temporary imports the equipment in Argentina (no duties paid) and re-exports them when they are repaired

				International freight to Argentina will be paid by Customer, the return from Argentina to country of customer will be paid by Somera CC Services

				Freight price of kg.via Fedex is 2.50USD (Somera to check with their price rates and CC Servc with our Fedex price rate)

				Insurance will be provided by a Company located in Argentina (contracted by CC Services) or by Somera from U.S. Customer will be responsible for insurance coverage from its country until arrival in Argentina.

				Insurance price for Somera-CC Services will be=				0.85%		of value of goods transported.

				Value of goods transported are assumed to be 4 times the price of the repair (to be checked)

				Value of goods transported are used for the calculation of insurance and Customs broker fees in the temporary importation

				Customs broker fees are=		0.6%		of value of goods transported for the temporary import & USD140 per shipment for dispatching back to country of procedence

				Customs fees are 10 USD per shipment (import and export), e.g. USD 20 per operation

				Local transportation and packaging fees will be 300 USD per shipment

				Project Management and Logistics management of the operations controlled by CC Services Argentina office

				SG&A includes: 1° Salary of a semi-senior Project Manager that will do the overall management of the project, 2° Salary of a PM Assistant that will help with the coordination among all the stakeholders during the operations, 3° USD 700 of rent of the Arge

				Salaries include a 30% labour cost (medical care, retirement, other government taxes)

				Line Depreciation: Only some PCs and some other office equipment is considered. No initial CAPEX of TELCO equipment is considered.

				No debt is assumed in this model

				Improvement in Salary per year for PM and PM Assistant: 10%

				Increase in utilities Tariffs per year=		10%

				Assumptions

				Year		Number of shipments		Nbr. Of parts per month				Average Repair cost per spare part		350				Average Number of parts per shipment/P.O.		17

				Year 1		4		69				Amount of P.Os		9347.3				Total number of parts (10% market share) with 50% of México		198

				Year 2		8		139				Public Accountant support (monthly):		100				Local Freight, Warehousing and Packaging: (per P.O.)		300

				Year 3		42.9%		198

				Insurance rate		0.85%		Customs Broker rate		0.6%		Average weight per spare part (kgs)		2.5				Internat.Freight Rate per kg.(CALA Countries)		2.5

				Improvement in Salary per year:		10%		Increase in Utilities Tariffs (per year)		10.0%		Cost of utilities per month		350				Initial Capex Investment		2500

				Office Space cost per month=		700		Salary PM senior per year (100%)		19500		Salary PM Junior(per year)=		9750				Salary Assistant (per year)		4875

		Projected Income Statement

		Nbr.		Description		% of sales		Year 1		Year 2		Year 3		Year 4

		1		Sales				486059		897340		1281914		1281914

				COGS

		2		Cost of Repair lab (60% of Line 1)		60.00%		291635		583271		833244		833244

		3		International Transportation		1.07%		5208		10416		14879		14879

		4		Insurance (0,7% of 4xLine 1)		3.40%		16526		30510		43585		43585

		5		Customs Broker fees		3.60%		17488		34976		49966		49966

		6		Customs fees		0.40%		1920		3840		5486		5486

		7		Local Transportation, packaging and warehousing fees		2.96%		14400		28800		41143		41143

		8		Total COGS		71.43%		347177		691812		988303		988303

														0.00

		9		Gross Margin		29%		138882		205528		293611		293611

				SG&A

		10		Salary PM senior		19500		19500		21450		23595		25955

		11		Salary PM junior		9750		4875		10725		11798		12977

		12		Salary Assistant		4875		4875		5363		5899		6489

		13		Public Accountant support fees		USD 100 monthly		1200		1200		1200		1200

		14		Office Staples		USD 150 monthly		1800		1800		1800		1800

		15		Utilities (electricity,telephone,etc)fees		USD 350 monthly		4200		4620		5082		5590

		16		Rent of the office space		USD 700 monthly		8400		8400		8400		8400

		17		Total SG&A				44850		53558		57773		62411

														0.08

		18		EBITDA				94032		151970		235838		231200

		19		Depreciation				860		860		860		860

		20		EBIT				93172		151110		234978		230340

		21		Interest				0		1		2		2

		22		EBT				93172		151109		234976		230338

		23		Taxes				32610		52888		82241		80618

		24		Net Income		12%		60562		98221		152734		149720

				Repair cost per part (Includes SG&A+COGS)				470		447		439		441

				Final Price to customer (per part)				583		538		538		538

				Number of boards per year				833		1666		2380.6974721739		2380.6974721739

				Yearly growth in number of boards						100%		43%		0%

				ROA

																				0.39
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Sales Analysis

		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		Sales Volume of Lucent and Ericsson Equipment Analysis - Year 2002

		Assumptions

		Total Subscribers take only 50% of México as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer

		Source of Information: List of all the equipment repaired by Ericsson for Telefónica Argentina

		Failure rate for this most typical parts are assumed to be the same for Lucent and Ericsson

		Identify the two most typical parts (Higher failure rate) that corresponds to aprox. 80% of the parts that fail yearly

		Target of market share for Somera for year 2 = 8%

		Type of equipment		Brand		Country		Volume of failed equipment		Number of Lines using this equipment		Failed equipm/Nbr. Of lines		Lines in CALA Region (aprox)		Total number of parts to be repaired in CALA		8 % Projection of market share for Somera		Parts per month to be repaired

		Rectifier		Ericsson		Argentina		177		1,864,200		0.00009		38,713,331		3,676		294		25

		Transceiver		Ericsson		Argentina		1256		1,864,200		0.00067		38,713,331		26,083		2,087		174

																				198
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Subscr.CALA

		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		Information of Cellular carriers in CALA

		Assumptions

		Number of subscribers are for carriers using Ericsson or Lucent networks(up to year 2002)

		Some carriers has a mix of technologies including the two mentioned above

		We assume TDMA and CDMA Networks were already deployed by 2002

		For many countries were we couldn´t find the info. We use the same figures of similar countries (marked in yellow)

		Region		Country		Operator Name		Subscribers		System Technology		Infrastructure/Vendor(s)

		CALA		Bermuda		Bermuda digital Communications		137,500		CDMA		Lucent

		CALA		Bolivia		Entel Movil/ Entel PCS		450,000		TDMA 800/GSM 1900		Ericsson

		CALA		Bolivia		Telecel		348,000		TDMA		Ericsson

		CALA		Bonaire		Personal Communications Services N.V.		137,500		CDMA		Lucent

		CALA		Brasil		ATL (Algar Telecom Leste)		2,000,000		TDMA		Ericsson

		CALA		Brasil		CTBC Celular		258,000		TDMA		Ericsson

		CALA		Brasil		Maxitel		1,200,000		TDMA		Ericsson

		CALA		Brasil		Tele Celular Sul		870,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Tele Nordeste Celular TIM		2,000,000		CDMA		Ericsson

		CALA		Brasil		Telefonica Celular Vivo		440,000		CDMA		Ericsson y otro

		CALA		Brasil		Telefonica Celular Vivo		1,000,000		CDMA		Lucent y otros

		CALA		Brasil		Telesp Celular Participacoes		1,800,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Telet		662,000		TDMA		Ericsson

		CALA		Brasil		Tess		1,200,000		TDMA		Ericsson

		CALA		Brasil		TIM		662,000		GSM 1800		Ericsson y otros

		CALA		Cayman Islands		Cable & Wireless		137,500		TDMA converting to GSM/ GRPS		Ericsson

		CALA		Chile		Entel PCS		2,000,000		GSM 1900		Ericsson

		CALA		Chile		Smartcom PCS		400,000		CDMA 1800		Ericsson y otro

		CALA		Chile		Telefonica Moviles (CTC)		1,700,000		AMPS/TDMA, migrating GSM/GPRS		Ericsson

		CALA		Colombia		Bellsouth Colombia		650,000		AMPS/TDMA		Nortel/ Ericsson

		CALA		Colombia		Celcaribe		213,000		AMPS/TDMA		Ericsson

		CALA		Costa Rica		Ice Celular		400,000		AMPS/ TDMA/GSM 1800		Ericsson/Lucent

		CALA		Cuba		Cubacel		137,500		AMPS/D-AMPS		Ericsson

		CALA		Curacao		Setel N.V.		137,500		D-AMPS, TDMA		Ericsson

		CALA		Dominica		Marpin/Paradise Wireless		137,500		CDMA		Lucent

		CALA		Dominican Republic		Codetel		468,664		AMPS, CDMA 1900		Lucent

		CALA		Dominican Republic		Orange Domicana		226,000		GSM 1900		Ericsson

		CALA		Dominican Republic		Servicios Globales de Telecomunicaciones		226,000		CDMA		Lucent

		CALA		Ecuador		Otecel( Bellsouth Ecuador)		239,000		TDMA		Ericsson y otro

		CALA		El Salvador		CTE Telecom Personal		137,500		GSM 1900		Ericsson y otro

		CALA		El Salvador		ODC		226,000		CDMA 1X RTT		Lucent y otro

		CALA		El Salvador		Telefonica El Salvador SA de CV		226,000		CDMA 1900		Lucent

		CALA		El Salvador		Telemovil El Salvador		375,000		AMPS, TDMA		Ericsson

		CALA		French West Indies		Oceanic Digital FWI		137,500		CDMA		Lucent

		CALA		Guadeloupe & Martinique		Caribe Mobiles		137,500		AMPS, IRMA, GSM 1900		Lucent y otro

		CALA		Guatemala		Comcel		180,000		AMPS, N-AMPS, TDMA		Ericsson y otro

		CALA		Guatemala		Telefonica Centroamerica Guatemala SA		130,000		CDMA 1900		Lucent

		CALA		Jamaica		Digicel		400,000		GSM 900		Ericsson

		CALA		Jamaica		Oceanic Digital Jamaica		226,000		CDMA		Lucent

		CALA		Mexico		Lusacell/ Lusacell		1,100,000		AMPS/CDMA 1900		Lucent y otro

		CALA		Mexico		Telcel		18,000,000		AMPS, TDMA, GSM/GRPS, EDGE Planned		Ericsson

		CALA		Nicaragua		Bellsouth (Nicael)		66,667		AMPS, TDMA 800		Ericsson y otro

		CALA		Panama		Bellsouth (BSC de Panama)		327,000		TDMA 800		Ericsson

		CALA		Panama		Cable & Wireless Movil		226,000		TDMA 850, GSM/GRPS 850		Ericsson

		CALA		Paraguay		Nucleo		550,000		TDMA 800/1900		Ericsson

		CALA		Paraguay		Telecel		407,500		AMPS 800/ TDMA 1900		Ericsson y otro

		CALA		Puerto Rico		Centennial de Puerto Rico		226,000		CDMA		Lucent y otro

		CALA		Puerto Rico		NewCom Wireless Services		188,000		CDMA 1900		Lucent

		CALA		Puerto Rico		T-Mobile		226,000		GSM 1900		Ericsson y otro

		CALA		Puerto Rico		Verzion Wireless		188,000		CDMA		Lucent

		CALA		St. Maarten		Paradise Wireless		30,000		CDMA 800		Lucent

		CALA		Uruguay		Ancel		165,000		TDMA		Ericsson y otro

		CALA		Venezuela		Movilnet		2,650,000		AMPS, TDMA, CDMA planned		Ericsson y Lucent

		CALA		Venezuela		Telcel Bellsouth		1,500,000		AMPS, N-AMPS, CDMA		Lucent y otro

		CALA		Virgin Islands		Sprint PCS		137,500		CDMA 1900		Lucent

		Total Subscribers without taking México as full as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer						38,713,331






_1146407773.xls
Free CF

		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

		Scenario 1 - Conservative scenario

		Assumptions

		Volume sales according our analysis (see "sales analysis" sheet in this file)

		Assumes 20% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

		Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

		We estimate 45 days in the street of COGS and 1 month of SG&A

						Year 1		Year 2		Year 3		Year 4				Cost of Capital

																Risk Premium =				3.30%

		EBIT				93172		151110		234978		230340				Risk Free Rate =				5%

		- Taxes (dato)				32610		52888		82241		80618				Beta =				2.29

		´= EBTI (1-t)				60562		98222		152736		149722				Country Risk=				1.50%

		+ Amortización				860		860		860		860				Real Cost of Capital (Ka) =				13.56%

		´= Operating CF				61422		99082		153596		150582

		- Change in WC				-47135		-14664		-21653		-21267

		- Capital Expenditures				-2500		-860		-860		-860

		´= Free Cash Flows				11787		83558		131083		128455

		Terminal Value / g=		2%								1133723

		Total Cash Flows				11787		83558		131083		1262178

		Discount Factor				0.88		0.78		0.68		0.53

		PV Total Cash Flows				10380		64798		89517		668423

		NPV Cash Flows		833117

		NO TAX SHIELD BECAUSE WE DON´T USE DEBT

						Year 1		Year 2		Year 3		Year 4

		Interest Tax Shields

		Interest Paid				0		0		0		0				Cost of Debt =				10.50%

		Tax Shield sobre Intereses				0		0		0		0

		Terminal Value Tax Shield										0

		Total Tax Shield				0		0		0		0

		Discount Factor Tax Shields				0.90		0.82		0.74		0.61

		PV of Tax Shields				0		0		0		0

		NPV Tax Shields		0

		APV		833117
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Work.cap y capex

		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		Working Capital Calculation

		Assumptions

		We estimate 45 days in the street of COGS and 1 month of SG&A

				Year 1		Year 2		Year 3		Year 4

		Current Assets		42504.9222696261		76778.3180362329		108826.16862319		108826.16862319

		Cash

		Short term investments		0		0		0		0

		Account receivables		40505		74778		106826		106826

		Inventory		2000		2000		2000		2000

		Current Liabilities		32669		62114		87173		87559

		Accounts Payable		32669		62114		87173		87559

		Working capital Analysis

				Year 1		Year 2		Year 3		Year 4

		Working Capital		47135		61799		83452		104719

		Change in WC				14664		21653		21267

		Capital Expenditure Analysis

				Year 1		Year 2		Year 3		Year 4

		Fixed Assets		2500		2500		2500		2500

		Capex		2500		860		860		860

		Depreciation		-860		-860		-860		-860
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Proj.Income stat

				Financial Analysis - Argentina Repair Center 
Conservative Scenario

				Assumptions

				Analysis subject to a parity of peso/dollar: 2,85 pesos per dollar

				Volume sales according our analysis (see "sales analysis" sheet in this file) assumes 8% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

				Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

				Volume of sales is for this exercise only. Is an APPROXIMATE NUMBER to be defined by Somera. We are also in the process of helping in this issue.

				Number of P.Os for the first year of operation=				4

				Number of Pos for the second year=				8

				Growth of operations from the 3rd year=				43%

				Average cost of repair per part:		$   350.00		(cost that the repair lab will charge to Somera CC Services)

				Average number of parts per shipment=		17

				Customer temporary ships the equipment to Argentina and imports back when equipment returns to the country of procedence.

				CC Services temporary imports the equipment in Argentina (no duties paid) and re-exports them when they are repaired

				International freight to Argentina will be paid by Customer, the return from Argentina to country of customer will be paid by Somera CC Services

				Freight price of kg.via Fedex is 2.50USD (Somera to check with their price rates and CC Servc with our Fedex price rate)

				Insurance will be provided by a Company located in Argentina (contracted by CC Services) or by Somera from U.S. Customer will be responsible for insurance coverage from its country until arrival in Argentina.

				Insurance price for Somera-CC Services will be=				0.85%		of value of goods transported.

				Value of goods transported are assumed to be 4 times the price of the repair (to be checked)

				Value of goods transported are used for the calculation of insurance and Customs broker fees in the temporary importation

				Customs broker fees are=		0.6%		of value of goods transported for the temporary import & USD140 per shipment for dispatching back to country of procedence

				Customs fees are 10 USD per shipment (import and export), e.g. USD 20 per operation

				Local transportation and packaging fees will be 300 USD per shipment

				Project Management and Logistics management of the operations controlled by CC Services Argentina office

				SG&A includes: 1° Salary of a semi-senior Project Manager that will do the overall management of the project, 2° Salary of a PM Assistant that will help with the coordination among all the stakeholders during the operations, 3° USD 700 of rent of the Arge

				Salaries include a 30% labour cost (medical care, retirement, other government taxes)

				Line Depreciation: Only some PCs and some other office equipment is considered. No initial CAPEX of TELCO equipment is considered.

				No debt is assumed in this model

				Improvement in Salary per year for PM and PM Assistant: 10%

				Increase in utilities Tariffs per year=		10%

				Assumptions

				Year		Number of shipments		Nbr. Of parts per month				Average Repair cost per spare part		350				Average Number of parts per shipment/P.O.		17

				Year 1		4		69				Amount of P.Os		9347.3				Total number of parts (10% market share) with 50% of México		198

				Year 2		8		139				Public Accountant support (monthly):		100				Local Freight, Warehousing and Packaging: (per P.O.)		300

				Year 3		42.9%		198

				Insurance rate		0.85%		Customs Broker rate		0.6%		Average weight per spare part (kgs)		2.5				Internat.Freight Rate per kg.(CALA Countries)		2.5

				Improvement in Salary per year:		10%		Increase in Utilities Tariffs (per year)		10.0%		Cost of utilities per month		350				Initial Capex Investment		2500

				Office Space cost per month=		700		Salary PM senior per year (100%)		19500		Salary PM Junior(per year)=		9750				Salary Assistant (per year)		4875

		Projected Income Statement

		Nbr.		Description		% of sales		Year 1		Year 2		Year 3		Year 4

		1		Sales				486059		897340		1281914		1281914

				COGS

		2		Cost of Repair lab (60% of Line 1)		60.00%		291635		583271		833244		833244

		3		International Transportation		1.07%		5208		10416		14879		14879

		4		Insurance (0,7% of 4xLine 1)		3.40%		16526		30510		43585		43585

		5		Customs Broker fees		3.60%		17488		34976		49966		49966

		6		Customs fees		0.40%		1920		3840		5486		5486

		7		Local Transportation, packaging and warehousing fees		2.96%		14400		28800		41143		41143

		8		Total COGS		71.43%		347177		691812		988303		988303

														0.00

		9		Gross Margin		29%		138882		205528		293611		293611

				SG&A

		10		Salary PM senior		19500		19500		21450		23595		25955

		11		Salary PM junior		9750		4875		10725		11798		12977

		12		Salary Assistant		4875		4875		5363		5899		6489

		13		Public Accountant support fees		USD 100 monthly		1200		1200		1200		1200

		14		Office Staples		USD 150 monthly		1800		1800		1800		1800

		15		Utilities (electricity,telephone,etc)fees		USD 350 monthly		4200		4620		5082		5590

		16		Rent of the office space		USD 700 monthly		8400		8400		8400		8400

		17		Total SG&A				44850		53558		57773		62411

														0.08

		18		EBITDA				94032		151970		235838		231200

		19		Depreciation				860		860		860		860

		20		EBIT				93172		151110		234978		230340

		21		Interest				0		1		2		2

		22		EBT				93172		151109		234976		230338

		23		Taxes				32610		52888		82241		80618

		24		Net Income		12%		60562		98221		152734		149720

				Repair cost per part (Includes SG&A+COGS)				470		447		439		441

				Final Price to customer (per part)				583		538		538		538

				Number of boards per year				833		1666		2380.6974721739		2380.6974721739

				Yearly growth in number of boards						100%		43%		0%

				ROA

																				0.39



&C&F - &D



Sales Analysis

		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		Sales Volume of Lucent and Ericsson Equipment Analysis - Year 2002

		Assumptions

		Total Subscribers take only 50% of México as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer

		Source of Information: List of all the equipment repaired by Ericsson for Telefónica Argentina

		Failure rate for this most typical parts are assumed to be the same for Lucent and Ericsson

		Identify the two most typical parts (Higher failure rate) that corresponds to aprox. 80% of the parts that fail yearly

		Target of market share for Somera for year 2 = 8%

		Type of equipment		Brand		Country		Volume of failed equipment		Number of Lines using this equipment		Failed equipm/Nbr. Of lines		Lines in CALA Region (aprox)		Total number of parts to be repaired in CALA		8 % Projection of market share for Somera		Parts per month to be repaired

		Rectifier		Ericsson		Argentina		177		1,864,200		0.00009		38,713,331		3,676		294		25

		Transceiver		Ericsson		Argentina		1256		1,864,200		0.00067		38,713,331		26,083		2,087		174

																				198
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Subscr.CALA

		Financial Analysis - Argentina Repair Center 
Conservative Scenario

		Information of Cellular carriers in CALA

		Assumptions

		Number of subscribers are for carriers using Ericsson or Lucent networks(up to year 2002)

		Some carriers has a mix of technologies including the two mentioned above

		We assume TDMA and CDMA Networks were already deployed by 2002

		For many countries were we couldn´t find the info. We use the same figures of similar countries (marked in yellow)

		Region		Country		Operator Name		Subscribers		System Technology		Infrastructure/Vendor(s)

		CALA		Bermuda		Bermuda digital Communications		137,500		CDMA		Lucent

		CALA		Bolivia		Entel Movil/ Entel PCS		450,000		TDMA 800/GSM 1900		Ericsson

		CALA		Bolivia		Telecel		348,000		TDMA		Ericsson

		CALA		Bonaire		Personal Communications Services N.V.		137,500		CDMA		Lucent

		CALA		Brasil		ATL (Algar Telecom Leste)		2,000,000		TDMA		Ericsson

		CALA		Brasil		CTBC Celular		258,000		TDMA		Ericsson

		CALA		Brasil		Maxitel		1,200,000		TDMA		Ericsson

		CALA		Brasil		Tele Celular Sul		870,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Tele Nordeste Celular TIM		2,000,000		CDMA		Ericsson

		CALA		Brasil		Telefonica Celular Vivo		440,000		CDMA		Ericsson y otro

		CALA		Brasil		Telefonica Celular Vivo		1,000,000		CDMA		Lucent y otros

		CALA		Brasil		Telesp Celular Participacoes		1,800,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Telet		662,000		TDMA		Ericsson

		CALA		Brasil		Tess		1,200,000		TDMA		Ericsson

		CALA		Brasil		TIM		662,000		GSM 1800		Ericsson y otros

		CALA		Cayman Islands		Cable & Wireless		137,500		TDMA converting to GSM/ GRPS		Ericsson

		CALA		Chile		Entel PCS		2,000,000		GSM 1900		Ericsson

		CALA		Chile		Smartcom PCS		400,000		CDMA 1800		Ericsson y otro

		CALA		Chile		Telefonica Moviles (CTC)		1,700,000		AMPS/TDMA, migrating GSM/GPRS		Ericsson

		CALA		Colombia		Bellsouth Colombia		650,000		AMPS/TDMA		Nortel/ Ericsson

		CALA		Colombia		Celcaribe		213,000		AMPS/TDMA		Ericsson

		CALA		Costa Rica		Ice Celular		400,000		AMPS/ TDMA/GSM 1800		Ericsson/Lucent

		CALA		Cuba		Cubacel		137,500		AMPS/D-AMPS		Ericsson

		CALA		Curacao		Setel N.V.		137,500		D-AMPS, TDMA		Ericsson

		CALA		Dominica		Marpin/Paradise Wireless		137,500		CDMA		Lucent

		CALA		Dominican Republic		Codetel		468,664		AMPS, CDMA 1900		Lucent

		CALA		Dominican Republic		Orange Domicana		226,000		GSM 1900		Ericsson

		CALA		Dominican Republic		Servicios Globales de Telecomunicaciones		226,000		CDMA		Lucent

		CALA		Ecuador		Otecel( Bellsouth Ecuador)		239,000		TDMA		Ericsson y otro

		CALA		El Salvador		CTE Telecom Personal		137,500		GSM 1900		Ericsson y otro

		CALA		El Salvador		ODC		226,000		CDMA 1X RTT		Lucent y otro

		CALA		El Salvador		Telefonica El Salvador SA de CV		226,000		CDMA 1900		Lucent

		CALA		El Salvador		Telemovil El Salvador		375,000		AMPS, TDMA		Ericsson

		CALA		French West Indies		Oceanic Digital FWI		137,500		CDMA		Lucent

		CALA		Guadeloupe & Martinique		Caribe Mobiles		137,500		AMPS, IRMA, GSM 1900		Lucent y otro

		CALA		Guatemala		Comcel		180,000		AMPS, N-AMPS, TDMA		Ericsson y otro

		CALA		Guatemala		Telefonica Centroamerica Guatemala SA		130,000		CDMA 1900		Lucent

		CALA		Jamaica		Digicel		400,000		GSM 900		Ericsson

		CALA		Jamaica		Oceanic Digital Jamaica		226,000		CDMA		Lucent

		CALA		Mexico		Lusacell/ Lusacell		1,100,000		AMPS/CDMA 1900		Lucent y otro

		CALA		Mexico		Telcel		18,000,000		AMPS, TDMA, GSM/GRPS, EDGE Planned		Ericsson

		CALA		Nicaragua		Bellsouth (Nicael)		66,667		AMPS, TDMA 800		Ericsson y otro

		CALA		Panama		Bellsouth (BSC de Panama)		327,000		TDMA 800		Ericsson

		CALA		Panama		Cable & Wireless Movil		226,000		TDMA 850, GSM/GRPS 850		Ericsson

		CALA		Paraguay		Nucleo		550,000		TDMA 800/1900		Ericsson

		CALA		Paraguay		Telecel		407,500		AMPS 800/ TDMA 1900		Ericsson y otro

		CALA		Puerto Rico		Centennial de Puerto Rico		226,000		CDMA		Lucent y otro

		CALA		Puerto Rico		NewCom Wireless Services		188,000		CDMA 1900		Lucent

		CALA		Puerto Rico		T-Mobile		226,000		GSM 1900		Ericsson y otro

		CALA		Puerto Rico		Verzion Wireless		188,000		CDMA		Lucent

		CALA		St. Maarten		Paradise Wireless		30,000		CDMA 800		Lucent

		CALA		Uruguay		Ancel		165,000		TDMA		Ericsson y otro

		CALA		Venezuela		Movilnet		2,650,000		AMPS, TDMA, CDMA planned		Ericsson y Lucent

		CALA		Venezuela		Telcel Bellsouth		1,500,000		AMPS, N-AMPS, CDMA		Lucent y otro

		CALA		Virgin Islands		Sprint PCS		137,500		CDMA 1900		Lucent

		Total Subscribers without taking México as full as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer						38,713,331






_1146406960.xls
Conclusions

		Break even analysis

										1.10%

		Number of parts (Break even point) per month								29

		Number of parts (Break even point) per year								344

		Working capital and Capex at risk with no business -per month- First year								3737.5

		Working capital and Capex at risk with no business -per year- First year								44850

		IRR of this scenario								28%





Free CF

		Financial Analysis - Argentina Repair Center 
Break Even Scenario

		The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

		Scenario 2 - Break even analysis

		Assumptions

		Volume sales according our analysis (see "sales analysis" sheet in this file)

		Assumes 1.1% of market share for first year and 3.3% for year 3 and next years. For Ericsson & Lucent Equipment repairs.

		Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

		We estimate 45 days in the street of COGS and 1 month of SG&A

						Year 1		Year 2		Year 3		Year 4				Cost of Capital

																Risk Premium =				3.30%

		EBIT				-1957		3291		23807		19170				Risk Free Rate =				5%

		- Taxes (dato)				-685		1151		8332		6709				Beta =				2.29

		´= EBTI (1-t)				-1272		2139		15475		12461				Country Risk=				1.50%

		+ Amortización				860		860		860		860				Real Cost of Capital (Ka) =				13.56%

		´= Operating CF				-412		2999		16335		13321				IRR				28%

		- Change in WC				-23331		-2346		-4056		-3669

		- Capital Expenditures				-2500		-860		-860		-860

		´= Free Cash Flows				-26243		-207		11420		8792

		Terminal Value / g=		2%								77595

		Total Cash Flows				-26243		-207		11420		86387

		Discount Factor				0.88		0.78		0.68		0.53

		NPV Total Cash Flows				-23110		-160		7799		45749

		NPV Cash Flows		30277

		IRR

		NO TAX SHIELD BECAUSE WE DON´T USE DEBT

						Year 1		Year 2		Year 3		Year 4

		Interest Tax Shields

		Interest Paid				0		0		0		0				Cost of Debt =				10.50%

		Tax Shield sobre Intereses				0		0		0		0

		Terminal Value Tax Shield										0

		Total Tax Shield				0		0		0		0

		Discount Factor Tax Shields				0.90		0.82		0.74		0.61

		PV of Tax Shields				0		0		0		0

		NPV Tax Shields		0

		APV		30277
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Work.cap y capex

		Financial Analysis - Argentina Repair Center 
Break Even Scenario

		Working Capital Calculation

		Assumptions

		We estimate 45 days in the street of COGS and 1 month of SG&A

				Year 1		Year 2		Year 3		Year 4

		Current Assets		18708.2804362208		32846.0561899461		46065.7945570658		46065.7945570658

		Cash

		Short term investments		0		0		0		0

		Account receivables		16708		30846		44066		44066

		Inventory		2000		2000		2000		2000

		Current Liabilities		16800		30500		42010		42397

		Accounts Payable		16800		30500		42010		42397

		Working capital Analysis

				Year 1		Year 2		Year 3		Year 4

		Working Capital		23331		25677		29732		33401

		Change in WC				2346		4056		3669

		Capital Expenditure Analysis

				Year 1		Year 2		Year 3		Year 4

		Fixed Assets		2500		2500		2500		2500

		Capex		2500		860		860		860

		Depreciation		-860		-860		-860		-860
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Proj.Income stat

				Financial Analysis - Argentina Repair Center 
Break Even Scenario (only first year)

				Break even understood as the minimum sales to cover SG&A costs

				Assumptions

				Analysis subject to a parity of peso/dollar: 2,85 pesos per dollar

				Volume sales according our analysis (see "sales analysis" sheet in this file) assumes 3,3% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

				Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

				Volume of sales is for this exercise only. Is an APPROXIMATE NUMBER to be defined by Somera. We are also in the process of helping in this issue.

				Number of P.Os for the first year of operation=				4

				Number of Pos for the second year=				8

				Growth of operations from the 3rd year=				43%

				Average cost of repair per part:		$   350.00		(cost that the repair lab will charge to Somera CC Services)

				Average number of parts per shipment=		7

				Customer temporary ships the equipment to Argentina and imports back when equipment returns to the country of procedence.

				CC Services temporary imports the equipment in Argentina (no duties paid) and re-exports them when they are repaired

				International freight to Argentina will be paid by Customer, the return from Argentina to country of customer will be paid by Somera CC Services

				Freight price of kg.via Fedex is 2.50USD (Somera to check with their price rates and CC Servc with our Fedex price rate)

				Insurance will be provided by a Company located in Argentina (contracted by CC Services) or by Somera from U.S. Customer will be responsible for insurance coverage from its country until arrival in Argentina.

				Insurance price for Somera-CC Services will be=				0.85%		of value of goods transported.

				Value of goods transported are assumed to be 4 times the price of the repair (to be checked)

				Value of goods transported are used for the calculation of insurance and Customs broker fees in the temporary importation

				Customs broker fees are=		0.6%		of value of goods transported for the temporary import & USD140 per shipment for dispatching back to country of procedence

				Customs fees are 10 USD per shipment (import and export), e.g. USD 20 per operation

				Local transportation and packaging fees will be 300 USD per shipment

				Project Management and Logistics management of the operations controlled by CC Services Argentina office

				SG&A includes: 1° Salary of a semi-senior Project Manager that will do the overall management of the project, 2° Salary of a PM Assistant that will help with the coordination among all the stakeholders during the operations, 3° USD 700 of rent of the Arge

				Salaries include a 30% labour cost (medical care, retirement, other government taxes)

				Line Depreciation: Only some PCs and some other office equipment is considered. No initial CAPEX of TELCO equipment is considered.

				No debt is assumed in this model

				Improvement in Salary per year for PM and PM Assistant: 10%

				Increase in utilities Tariffs per year=		10%

				Assumptions

				Year		Number of shipments		Nbr. Of parts per month				Average Repair cost per spare part		350				Average Number of parts per shipment/P.O.		7

				Year 1		4		29				Amount of P.Os		3855.8				Total number of parts (10% market share) with 50% of México		82

				Year 2		8		57				Public Accountant support (monthly):		100				Local Freight, Warehousing and Packaging: (per P.O.)		300

				Year 3		42.9%		82

				Insurance rate		0.85%		Customs Broker rate		0.6%		Average weight per spare part (kgs)		2.5				Internat.Freight Rate per kg.(CALA Countries)		2.5

				Improvement in Salary per year:		10%		Increase in Utilities Tariffs (per year)		10.0%		Cost of utilities per month		350				Initial Capex Investment		2500

				Office Space cost per month=		700		Salary PM senior per year (100%)		19500		Salary PM Junior(per year)=		9750				Salary Assistant (per year)		4875

		Projected Income Statement

		Nbr.		Description		% of sales		Year 1		Year 2		Year 3		Year 4

		1		Sales				200499		370153		528790		528790

				COGS

		2		Cost of Repair lab (60% of Line 1)		60.00%		120300		240599		343713		343713

		3		International Transportation		1.07%		2148		4296		6138		6138

		4		Insurance (0,7% of 4xLine 1)		3.40%		6817		12585		17979		17979

		5		Customs Broker fees		5.57%		11162		22324		31891		31891

		6		Customs fees		0.96%		1920		3840		5486		5486

		7		Local Transportation, packaging and warehousing fees		7.18%		14400		28800		41143		41143

		8		Total COGS		78.18%		156747		312445		446349		446349

														0.00

		9		Gross Margin		22%		43753		57708		82440		82440

				SG&A

		10		Salary PM senior		19500		19500		21450		23595		25955

		11		Salary PM junior		9750		4875		10725		11798		12977

		12		Salary Assistant		4875		4875		5363		5899		6489

		13		Public Accountant support fees		USD 100 monthly		1200		1200		1200		1200

		14		Office Staples		USD 150 monthly		1800		1800		1800		1800

		15		Utilities (electricity,telephone,etc)fees		USD 350 monthly		4200		4620		5082		5590

		16		Rent of the office space		USD 700 monthly		8400		8400		8400		8400

		17		Total SG&A				44850		53558		57773		62411

														0.08

		18		EBITDA				-1097		4151		24667		20030

		19		Depreciation				860		860		860		860

		20		EBIT				-1957		3291		23807		19170

		21		Interest				0		1		2		2

		22		EBT				-1957		3290		23805		19168

		23		Taxes				-685		1151		8332		6709

		24		Net Income		-1%		-1272		2138		15473		12459

				Repair cost per part (Includes SG&A+COGS)				587		532		513		518

				Final Price to customer (per part)				583		538		538		538

				Number of boards per year				344		687		982.0377072718		982.0377072718

				Yearly growth in number of boards						100%		43%		0%

				ROA

																				0.39
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Sales Analysis

		Financial Analysis - Argentina Repair Center 
Break Even Scenario

		Sales Volume of Lucent and Ericsson Equipment Analysis - Year 2002

		Assumptions

		Total Subscribers take only 50% of México as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer

		Source of Information: List of all the equipment repaired by Ericsson for Telefónica Argentina

		Failure rate for this most typical parts are assumed to be the same for Lucent and Ericsson

		Identify the two most typical parts (Higher failure rate) that corresponds to aprox. 80% of the parts that fail yearly

		Target of market share for Somera for year 3 = 3,3%

		Type of equipment		Brand		Country		Volume of failed equipment		Number of Lines using this equipment		Failed equipm/Nbr. Of lines		Lines in CALA Region (aprox)		Total number of parts to be repaired in CALA		3,3% Projection of market share for Somera		Parts per month to be repaired

		Rectifier		Ericsson		Argentina		177		1,864,200		0.00009		38,713,331		3,676		121		10

		Transceiver		Ericsson		Argentina		1256		1,864,200		0.00067		38,713,331		26,083		861		72

																				82
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Subscr.CALA

		Information of Cellular carriers in CALA

		Assumptions

		Number of subscribers are for carriers using Ericsson or Lucent networks(up to year 2002)

		Some carriers has a mix of technologies including the two mentioned above

		We assume TDMA and CDMA Networks were already deployed by 2002

		For many countries were we couldn´t find the info. We use the same figures of similar countries (marked in yellow)

		Region		Country		Operator Name		Subscribers		System Technology		Infrastructure/Vendor(s)

		CALA		Bermuda		Bermuda digital Communications		137,500		CDMA		Lucent

		CALA		Bolivia		Entel Movil/ Entel PCS		450,000		TDMA 800/GSM 1900		Ericsson

		CALA		Bolivia		Telecel		348,000		TDMA		Ericsson

		CALA		Bonaire		Personal Communications Services N.V.		137,500		CDMA		Lucent

		CALA		Brasil		ATL (Algar Telecom Leste)		2,000,000		TDMA		Ericsson

		CALA		Brasil		CTBC Celular		258,000		TDMA		Ericsson

		CALA		Brasil		Maxitel		1,200,000		TDMA		Ericsson

		CALA		Brasil		Tele Celular Sul		870,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Tele Nordeste Celular TIM		2,000,000		CDMA		Ericsson

		CALA		Brasil		Telefonica Celular Vivo		440,000		CDMA		Ericsson y otro

		CALA		Brasil		Telefonica Celular Vivo		1,000,000		CDMA		Lucent y otros

		CALA		Brasil		Telesp Celular Participacoes		1,800,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Telet		662,000		TDMA		Ericsson

		CALA		Brasil		Tess		1,200,000		TDMA		Ericsson

		CALA		Brasil		TIM		662,000		GSM 1800		Ericsson y otros

		CALA		Cayman Islands		Cable & Wireless		137,500		TDMA converting to GSM/ GRPS		Ericsson

		CALA		Chile		Entel PCS		2,000,000		GSM 1900		Ericsson

		CALA		Chile		Smartcom PCS		400,000		CDMA 1800		Ericsson y otro

		CALA		Chile		Telefonica Moviles (CTC)		1,700,000		AMPS/TDMA, migrating GSM/GPRS		Ericsson

		CALA		Colombia		Bellsouth Colombia		650,000		AMPS/TDMA		Nortel/ Ericsson

		CALA		Colombia		Celcaribe		213,000		AMPS/TDMA		Ericsson

		CALA		Costa Rica		Ice Celular		400,000		AMPS/ TDMA/GSM 1800		Ericsson/Lucent

		CALA		Cuba		Cubacel		137,500		AMPS/D-AMPS		Ericsson

		CALA		Curacao		Setel N.V.		137,500		D-AMPS, TDMA		Ericsson

		CALA		Dominica		Marpin/Paradise Wireless		137,500		CDMA		Lucent

		CALA		Dominican Republic		Codetel		468,664		AMPS, CDMA 1900		Lucent

		CALA		Dominican Republic		Orange Domicana		226,000		GSM 1900		Ericsson

		CALA		Dominican Republic		Servicios Globales de Telecomunicaciones		226,000		CDMA		Lucent

		CALA		Ecuador		Otecel( Bellsouth Ecuador)		239,000		TDMA		Ericsson y otro

		CALA		El Salvador		CTE Telecom Personal		137,500		GSM 1900		Ericsson y otro

		CALA		El Salvador		ODC		226,000		CDMA 1X RTT		Lucent y otro

		CALA		El Salvador		Telefonica El Salvador SA de CV		226,000		CDMA 1900		Lucent

		CALA		El Salvador		Telemovil El Salvador		375,000		AMPS, TDMA		Ericsson

		CALA		French West Indies		Oceanic Digital FWI		137,500		CDMA		Lucent

		CALA		Guadeloupe & Martinique		Caribe Mobiles		137,500		AMPS, IRMA, GSM 1900		Lucent y otro

		CALA		Guatemala		Comcel		180,000		AMPS, N-AMPS, TDMA		Ericsson y otro

		CALA		Guatemala		Telefonica Centroamerica Guatemala SA		130,000		CDMA 1900		Lucent

		CALA		Jamaica		Digicel		400,000		GSM 900		Ericsson

		CALA		Jamaica		Oceanic Digital Jamaica		226,000		CDMA		Lucent

		CALA		Mexico		Lusacell/ Lusacell		1,100,000		AMPS/CDMA 1900		Lucent y otro

		CALA		Mexico		Telcel		18,000,000		AMPS, TDMA, GSM/GRPS, EDGE Planned		Ericsson

		CALA		Nicaragua		Bellsouth (Nicael)		66,667		AMPS, TDMA 800		Ericsson y otro

		CALA		Panama		Bellsouth (BSC de Panama)		327,000		TDMA 800		Ericsson

		CALA		Panama		Cable & Wireless Movil		226,000		TDMA 850, GSM/GRPS 850		Ericsson

		CALA		Paraguay		Nucleo		550,000		TDMA 800/1900		Ericsson

		CALA		Paraguay		Telecel		407,500		AMPS 800/ TDMA 1900		Ericsson y otro

		CALA		Puerto Rico		Centennial de Puerto Rico		226,000		CDMA		Lucent y otro

		CALA		Puerto Rico		NewCom Wireless Services		188,000		CDMA 1900		Lucent

		CALA		Puerto Rico		T-Mobile		226,000		GSM 1900		Ericsson y otro

		CALA		Puerto Rico		Verzion Wireless		188,000		CDMA		Lucent

		CALA		St. Maarten		Paradise Wireless		30,000		CDMA 800		Lucent

		CALA		Uruguay		Ancel		165,000		TDMA		Ericsson y otro

		CALA		Venezuela		Movilnet		2,650,000		AMPS, TDMA, CDMA planned		Ericsson y Lucent

		CALA		Venezuela		Telcel Bellsouth		1,500,000		AMPS, N-AMPS, CDMA		Lucent y otro

		CALA		Virgin Islands		Sprint PCS		137,500		CDMA 1900		Lucent

		Total Subscribers without taking México as full as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer						38,713,331
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Conclusions

		Break even analysis

										1.10%

		Number of parts (Break even point) per month								29

		Number of parts (Break even point) per year								344

		Working capital and Capex at risk with no business -per month- First year								3737.5

		Working capital and Capex at risk with no business -per year- First year								44850

		IRR of this scenario								28%





Free CF

		Financial Analysis - Argentina Repair Center 
Break Even Scenario

		The "Discounted Cash Flow" method helps to analyze present value of future cash flows for a whole project

		Scenario 2 - Break even analysis

		Assumptions

		Volume sales according our analysis (see "sales analysis" sheet in this file)

		Assumes 1.1% of market share for first year and 3.3% for year 3 and next years. For Ericsson & Lucent Equipment repairs.

		Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

		We estimate 45 days in the street of COGS and 1 month of SG&A

						Year 1		Year 2		Year 3		Year 4				Cost of Capital

																Risk Premium =				3.30%

		EBIT				-1957		3291		23807		19170				Risk Free Rate =				5%

		- Taxes (dato)				-685		1151		8332		6709				Beta =				2.29

		´= EBTI (1-t)				-1272		2139		15475		12461				Country Risk=				1.50%

		+ Amortización				860		860		860		860				Real Cost of Capital (Ka) =				13.56%

		´= Operating CF				-412		2999		16335		13321				IRR				28%

		- Change in WC				-23331		-2346		-4056		-3669

		- Capital Expenditures				-2500		-860		-860		-860

		´= Free Cash Flows				-26243		-207		11420		8792

		Terminal Value / g=		2%								77595

		Total Cash Flows				-26243		-207		11420		86387

		Discount Factor				0.88		0.78		0.68		0.53

		NPV Total Cash Flows				-23110		-160		7799		45749

		NPV Cash Flows		30277

		IRR

		NO TAX SHIELD BECAUSE WE DON´T USE DEBT

						Year 1		Year 2		Year 3		Year 4

		Interest Tax Shields

		Interest Paid				0		0		0		0				Cost of Debt =				10.50%

		Tax Shield sobre Intereses				0		0		0		0

		Terminal Value Tax Shield										0

		Total Tax Shield				0		0		0		0

		Discount Factor Tax Shields				0.90		0.82		0.74		0.61

		PV of Tax Shields				0		0		0		0

		NPV Tax Shields		0

		APV		30277
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Work.cap y capex

		Financial Analysis - Argentina Repair Center 
Break Even Scenario

		Working Capital Calculation

		Assumptions

		We estimate 45 days in the street of COGS and 1 month of SG&A

				Year 1		Year 2		Year 3		Year 4

		Current Assets		18708.2804362208		32846.0561899461		46065.7945570658		46065.7945570658

		Cash

		Short term investments		0		0		0		0

		Account receivables		16708		30846		44066		44066

		Inventory		2000		2000		2000		2000

		Current Liabilities		16800		30500		42010		42397

		Accounts Payable		16800		30500		42010		42397

		Working capital Analysis

				Year 1		Year 2		Year 3		Year 4

		Working Capital		23331		25677		29732		33401

		Change in WC				2346		4056		3669

		Capital Expenditure Analysis

				Year 1		Year 2		Year 3		Year 4

		Fixed Assets		2500		2500		2500		2500

		Capex		2500		860		860		860

		Depreciation		-860		-860		-860		-860
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Proj.Income stat

				Financial Analysis - Argentina Repair Center 
Break Even Scenario (only first year)

				Break even understood as the minimum sales to cover SG&A costs

				Assumptions

				Analysis subject to a parity of peso/dollar: 2,85 pesos per dollar

				Volume sales according our analysis (see "sales analysis" sheet in this file) assumes 3,3% of market share for Ericsson & Lucent Equipment repairs for the whole CALA region.

				Assuming to capture 35% of that share by year one, 70% by year 2 and 100% by year 3. Year 4 maintains volumes of year 3

				Volume of sales is for this exercise only. Is an APPROXIMATE NUMBER to be defined by Somera. We are also in the process of helping in this issue.

				Number of P.Os for the first year of operation=				4

				Number of Pos for the second year=				8

				Growth of operations from the 3rd year=				43%

				Average cost of repair per part:		$   350.00		(cost that the repair lab will charge to Somera CC Services)

				Average number of parts per shipment=		7

				Customer temporary ships the equipment to Argentina and imports back when equipment returns to the country of procedence.

				CC Services temporary imports the equipment in Argentina (no duties paid) and re-exports them when they are repaired

				International freight to Argentina will be paid by Customer, the return from Argentina to country of customer will be paid by Somera CC Services

				Freight price of kg.via Fedex is 2.50USD (Somera to check with their price rates and CC Servc with our Fedex price rate)

				Insurance will be provided by a Company located in Argentina (contracted by CC Services) or by Somera from U.S. Customer will be responsible for insurance coverage from its country until arrival in Argentina.

				Insurance price for Somera-CC Services will be=				0.85%		of value of goods transported.

				Value of goods transported are assumed to be 4 times the price of the repair (to be checked)

				Value of goods transported are used for the calculation of insurance and Customs broker fees in the temporary importation

				Customs broker fees are=		0.6%		of value of goods transported for the temporary import & USD140 per shipment for dispatching back to country of procedence

				Customs fees are 10 USD per shipment (import and export), e.g. USD 20 per operation

				Local transportation and packaging fees will be 300 USD per shipment

				Project Management and Logistics management of the operations controlled by CC Services Argentina office

				SG&A includes: 1° Salary of a semi-senior Project Manager that will do the overall management of the project, 2° Salary of a PM Assistant that will help with the coordination among all the stakeholders during the operations, 3° USD 700 of rent of the Arge

				Salaries include a 30% labour cost (medical care, retirement, other government taxes)

				Line Depreciation: Only some PCs and some other office equipment is considered. No initial CAPEX of TELCO equipment is considered.

				No debt is assumed in this model

				Improvement in Salary per year for PM and PM Assistant: 10%

				Increase in utilities Tariffs per year=		10%

				Assumptions

				Year		Number of shipments		Nbr. Of parts per month				Average Repair cost per spare part		350				Average Number of parts per shipment/P.O.		7

				Year 1		4		29				Amount of P.Os		3855.8				Total number of parts (10% market share) with 50% of México		82

				Year 2		8		57				Public Accountant support (monthly):		100				Local Freight, Warehousing and Packaging: (per P.O.)		300

				Year 3		42.9%		82

				Insurance rate		0.85%		Customs Broker rate		0.6%		Average weight per spare part (kgs)		2.5				Internat.Freight Rate per kg.(CALA Countries)		2.5

				Improvement in Salary per year:		10%		Increase in Utilities Tariffs (per year)		10.0%		Cost of utilities per month		350				Initial Capex Investment		2500

				Office Space cost per month=		700		Salary PM senior per year (100%)		19500		Salary PM Junior(per year)=		9750				Salary Assistant (per year)		4875

		Projected Income Statement

		Nbr.		Description		% of sales		Year 1		Year 2		Year 3		Year 4

		1		Sales				200499		370153		528790		528790

				COGS

		2		Cost of Repair lab (60% of Line 1)		60.00%		120300		240599		343713		343713

		3		International Transportation		1.07%		2148		4296		6138		6138

		4		Insurance (0,7% of 4xLine 1)		3.40%		6817		12585		17979		17979

		5		Customs Broker fees		5.57%		11162		22324		31891		31891

		6		Customs fees		0.96%		1920		3840		5486		5486

		7		Local Transportation, packaging and warehousing fees		7.18%		14400		28800		41143		41143

		8		Total COGS		78.18%		156747		312445		446349		446349

														0.00

		9		Gross Margin		22%		43753		57708		82440		82440

				SG&A

		10		Salary PM senior		19500		19500		21450		23595		25955

		11		Salary PM junior		9750		4875		10725		11798		12977

		12		Salary Assistant		4875		4875		5363		5899		6489

		13		Public Accountant support fees		USD 100 monthly		1200		1200		1200		1200

		14		Office Staples		USD 150 monthly		1800		1800		1800		1800

		15		Utilities (electricity,telephone,etc)fees		USD 350 monthly		4200		4620		5082		5590

		16		Rent of the office space		USD 700 monthly		8400		8400		8400		8400

		17		Total SG&A				44850		53558		57773		62411

														0.08

		18		EBITDA				-1097		4151		24667		20030

		19		Depreciation				860		860		860		860

		20		EBIT				-1957		3291		23807		19170

		21		Interest				0		1		2		2

		22		EBT				-1957		3290		23805		19168

		23		Taxes				-685		1151		8332		6709

		24		Net Income		-1%		-1272		2138		15473		12459

				Repair cost per part (Includes SG&A+COGS)				587		532		513		518

				Final Price to customer (per part)				583		538		538		538

				Number of boards per year				344		687		982.0377072718		982.0377072718

				Yearly growth in number of boards						100%		43%		0%

				ROA

																				0.39
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Sales Analysis

		Financial Analysis - Argentina Repair Center 
Break Even Scenario

		Sales Volume of Lucent and Ericsson Equipment Analysis - Year 2002

		Assumptions

		Total Subscribers take only 50% of México as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer

		Source of Information: List of all the equipment repaired by Ericsson for Telefónica Argentina

		Failure rate for this most typical parts are assumed to be the same for Lucent and Ericsson

		Identify the two most typical parts (Higher failure rate) that corresponds to aprox. 80% of the parts that fail yearly

		Target of market share for Somera for year 3 = 3,3%

		Type of equipment		Brand		Country		Volume of failed equipment		Number of Lines using this equipment		Failed equipm/Nbr. Of lines		Lines in CALA Region (aprox)		Total number of parts to be repaired in CALA		3,3% Projection of market share for Somera		Parts per month to be repaired

		Rectifier		Ericsson		Argentina		177		1,864,200		0.00009		38,713,331		3,676		121		10

		Transceiver		Ericsson		Argentina		1256		1,864,200		0.00067		38,713,331		26,083		861		72

																				82
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Subscr.CALA

		Information of Cellular carriers in CALA

		Assumptions

		Number of subscribers are for carriers using Ericsson or Lucent networks(up to year 2002)

		Some carriers has a mix of technologies including the two mentioned above

		We assume TDMA and CDMA Networks were already deployed by 2002

		For many countries were we couldn´t find the info. We use the same figures of similar countries (marked in yellow)

		Region		Country		Operator Name		Subscribers		System Technology		Infrastructure/Vendor(s)

		CALA		Bermuda		Bermuda digital Communications		137,500		CDMA		Lucent

		CALA		Bolivia		Entel Movil/ Entel PCS		450,000		TDMA 800/GSM 1900		Ericsson

		CALA		Bolivia		Telecel		348,000		TDMA		Ericsson

		CALA		Bonaire		Personal Communications Services N.V.		137,500		CDMA		Lucent

		CALA		Brasil		ATL (Algar Telecom Leste)		2,000,000		TDMA		Ericsson

		CALA		Brasil		CTBC Celular		258,000		TDMA		Ericsson

		CALA		Brasil		Maxitel		1,200,000		TDMA		Ericsson

		CALA		Brasil		Tele Celular Sul		870,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Tele Nordeste Celular TIM		2,000,000		CDMA		Ericsson

		CALA		Brasil		Telefonica Celular Vivo		440,000		CDMA		Ericsson y otro

		CALA		Brasil		Telefonica Celular Vivo		1,000,000		CDMA		Lucent y otros

		CALA		Brasil		Telesp Celular Participacoes		1,800,000		CDMA		Ericsson, Lucent y otros

		CALA		Brasil		Telet		662,000		TDMA		Ericsson

		CALA		Brasil		Tess		1,200,000		TDMA		Ericsson

		CALA		Brasil		TIM		662,000		GSM 1800		Ericsson y otros

		CALA		Cayman Islands		Cable & Wireless		137,500		TDMA converting to GSM/ GRPS		Ericsson

		CALA		Chile		Entel PCS		2,000,000		GSM 1900		Ericsson

		CALA		Chile		Smartcom PCS		400,000		CDMA 1800		Ericsson y otro

		CALA		Chile		Telefonica Moviles (CTC)		1,700,000		AMPS/TDMA, migrating GSM/GPRS		Ericsson

		CALA		Colombia		Bellsouth Colombia		650,000		AMPS/TDMA		Nortel/ Ericsson

		CALA		Colombia		Celcaribe		213,000		AMPS/TDMA		Ericsson

		CALA		Costa Rica		Ice Celular		400,000		AMPS/ TDMA/GSM 1800		Ericsson/Lucent

		CALA		Cuba		Cubacel		137,500		AMPS/D-AMPS		Ericsson

		CALA		Curacao		Setel N.V.		137,500		D-AMPS, TDMA		Ericsson

		CALA		Dominica		Marpin/Paradise Wireless		137,500		CDMA		Lucent

		CALA		Dominican Republic		Codetel		468,664		AMPS, CDMA 1900		Lucent

		CALA		Dominican Republic		Orange Domicana		226,000		GSM 1900		Ericsson

		CALA		Dominican Republic		Servicios Globales de Telecomunicaciones		226,000		CDMA		Lucent

		CALA		Ecuador		Otecel( Bellsouth Ecuador)		239,000		TDMA		Ericsson y otro

		CALA		El Salvador		CTE Telecom Personal		137,500		GSM 1900		Ericsson y otro

		CALA		El Salvador		ODC		226,000		CDMA 1X RTT		Lucent y otro

		CALA		El Salvador		Telefonica El Salvador SA de CV		226,000		CDMA 1900		Lucent

		CALA		El Salvador		Telemovil El Salvador		375,000		AMPS, TDMA		Ericsson

		CALA		French West Indies		Oceanic Digital FWI		137,500		CDMA		Lucent

		CALA		Guadeloupe & Martinique		Caribe Mobiles		137,500		AMPS, IRMA, GSM 1900		Lucent y otro

		CALA		Guatemala		Comcel		180,000		AMPS, N-AMPS, TDMA		Ericsson y otro

		CALA		Guatemala		Telefonica Centroamerica Guatemala SA		130,000		CDMA 1900		Lucent

		CALA		Jamaica		Digicel		400,000		GSM 900		Ericsson

		CALA		Jamaica		Oceanic Digital Jamaica		226,000		CDMA		Lucent

		CALA		Mexico		Lusacell/ Lusacell		1,100,000		AMPS/CDMA 1900		Lucent y otro

		CALA		Mexico		Telcel		18,000,000		AMPS, TDMA, GSM/GRPS, EDGE Planned		Ericsson

		CALA		Nicaragua		Bellsouth (Nicael)		66,667		AMPS, TDMA 800		Ericsson y otro

		CALA		Panama		Bellsouth (BSC de Panama)		327,000		TDMA 800		Ericsson

		CALA		Panama		Cable & Wireless Movil		226,000		TDMA 850, GSM/GRPS 850		Ericsson

		CALA		Paraguay		Nucleo		550,000		TDMA 800/1900		Ericsson

		CALA		Paraguay		Telecel		407,500		AMPS 800/ TDMA 1900		Ericsson y otro

		CALA		Puerto Rico		Centennial de Puerto Rico		226,000		CDMA		Lucent y otro

		CALA		Puerto Rico		NewCom Wireless Services		188,000		CDMA 1900		Lucent

		CALA		Puerto Rico		T-Mobile		226,000		GSM 1900		Ericsson y otro

		CALA		Puerto Rico		Verzion Wireless		188,000		CDMA		Lucent

		CALA		St. Maarten		Paradise Wireless		30,000		CDMA 800		Lucent

		CALA		Uruguay		Ancel		165,000		TDMA		Ericsson y otro

		CALA		Venezuela		Movilnet		2,650,000		AMPS, TDMA, CDMA planned		Ericsson y Lucent

		CALA		Venezuela		Telcel Bellsouth		1,500,000		AMPS, N-AMPS, CDMA		Lucent y otro

		CALA		Virgin Islands		Sprint PCS		137,500		CDMA 1900		Lucent

		Total Subscribers without taking México as full as it is also served by Dallas Repair facility. We assume we should be able to provide some repairs were the Dallas repair center does not have a present offer						38,713,331






