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COMPANY AND 

PRODUCTS OF EAGLE

Based on Statements and 
Marketing Material of 
EAGLE
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R.E.D. COMPANY DEVELOPMENT

Raikhlin aircraft Engine 
Developments GmbH, 
Adenau, (RED) operates 
as a developer and 
manufacturer of aircraft 
engines. The company 
was founded in 1995 by 
Vladimir Raikhlin and 
initially developed 
engines for automotive 
manufacturers, which 
were used, among other 
things, in racing at Le 
Mans and in Formula 1. 
In 2008, the company 
specialized in aircraft 
engines and has since 
developed today's main 
product, the RED A03 
series of V12 diesel 
engines.
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RED A03 ENGINE SERIE

The RED A03 is a lightweight, all-aluminium, compression-ignition, internal combustion 12-cylinder engine in 80° V configuration with two six-cylinder banks 
capable of independent operation.

The RED A03 100 Series 
is a derivative of the 
RED A03 -000 producing 
500 HP and designed 
specifically for aerobatic 
applications. It has been 
approved to -7g to +9g 
and has inverted flight 
capability

The RED A03 is RED 
aircraft’s base 
configuration compression-
ignition engine, producing 
550 SHP and delivering the 
best fuel economy. 
Equipped with modern 
instrumentation that 
allows precise control of 
the engine health status.

The RED A03 200 Series 
is a derivative of the 
RED A03 -000 and is 
specifically designed 
for very high altitude 
applications with an 
operational altitude of 
up to 50.000ft. It 
benefits from twin 
stage turbocharger 
induction system 
providing full take-off 
power up to 25.000ft

The RED A03 300 Series 
is a derivative of the 
RED A03 -000 and has a 
dismounted reduction 
gearbox, benefitting 
with increased take-off 
performance. The 
engine variant is 
suitable for a range of 
applications including 
APU, rotary wing, 
airships and hybrid 
applications.

These kits include the 
engine and digital 
engine control (FADEC), 
cooling system, oil 
system, fuel system 
(engine side), exhaust 
system, air system 
(turbocharger) and all 
electrical connections. 
Also included is the 
engine display adapted 
to the engine (picture).
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RED A03 –SERIES (500 HP) BASE CONFIGURATION
• Operates with Jet Fuel
• High safety level with 

independent circuits for each 
engine bank:

• air induction system
• fuel system
• cooling system

• FADEC single lever engine control
• Turbocharged
• Self-carrying structure for 

cantilever installation
• Dry-sump oil system
• Integrated engine oil and gearbox 

oil tank.
• Integrated engine oil and gearbox 

oil heat exchanger
• Designed for lean maintenance
• Certified in compliance to EASA 

CS-E / TYPE-CERTIFICATE-DATA-
SHEET No.: E.150.

• FADEC & electric looms
• Engine starter
• Engine and gearbox oil 

subsystem, incl. oil tank and heat 
exchanger

• Exhaust system and 
turbochargers

• Optional: propeller governor, 
engine display, fuel supply system

• alternators & more
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 500HP Standard Engine -003

 500HP Aerobatic Engine -102

− 550HP Standard Engine -005 in certification (Pending EASA Approval)

− 550HP High Altitude Version: Prototype Engines delivered to customer, certification not started

− 550HP Hybrid Version: Prototype at Customer (operational)

o 400HP Engine: Feasibility and volume model Study finished, Design planned to start in 2022

o Hydrogen Version: Feasibility and volume study finished. Waiting for funded project

LISTING OF ALL EXISTING PRODUCTS OR SERVICES AND PRODUCTS 
OR SERVICES UNDER DEVELOPMENT
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PRODUCTS
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PRODUCTS
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PROJECT EVALUATION EAGLE

All technical knowhow is designed in CATIA, full 3D and 2D. The 
engine is not based on any existing engine model. 

RED has deep knowledge in Diesel Type Aircraft engines, gasoline 
engines especially for Motorsport applications. As well in FADEC 
development.
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RED GMBH ORGANIZATION CHART

• Raiklin Engine Developments 
GmbH has a registered office in 
Germany only.

• Raiklin Engine Developments 
GmbH has 36 employees in 
Germany and no employees 
outside of Germany.

• All personnel outside of Germany 
are under contract. 

• Adenau, am alten Wehr 23 is the 
only location of RED. Not owned 
by RED – leased.
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RED GMBH SHAREHOLDER CHART

• Raiklin Engine Developments GmbH is 100% owned by the RED Engineering Holdings Limited 
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LEGAL EVALUATION M&A VS. US SANCTIONS
We have taken a look at legal situation under U.S. sanctions based on our understanding and practical experience.
However, please note that we are not admitted as U.S. counsel and that, therefore, our assessment is subject to
confirmation by U.S. counsel. This being said, we have come to the conclusion that there has been no violation of
U.S. sanctions under Executive Order 14071 in this case. This conclusion is mainly based on OFAC’s practice to
clearly differentiate between services rendered directly in relation to Russian persons on the one hand and to non-
Russian persons on the other. Specifically with regard to persons located outside of Russia that are owned or
controlled by persons located in Russia, sanctions do not apply in the case at hand given the requirements set forth
in OFAC’s FAQ No 1059 (here). At any rate, non-U.S. persons are in our view not subject to sanctions risks as long as
there is no U.S. nexus since secondary sanctions, as far as we can see, do not apply.
***
Im Ergebnis sind wir zu der Auffassung gelangt, dass in der Sache kein Verstoß gegen US-Sanktionen vorliegt. In
persönlicher Hinsicht könnte dieser u.E. ohnehin nur von US-Personen begangen werden, weil die maßgebliche
Executive Order keine sog. Sekundär-, sondern nur Primärsanktionen enthält. Wir weisen darauf hin, dass dies
unserer Lesart entspricht, wir aber keine US-Anwälte sind und dies daher nur vorbehaltlich der Bestätigung durch
US-Anwälte gilt. Es scheint uns sinnvoll, dass der ohnehin beauftragte US-Anwalt, sollte er einen Verstoß doch
zumindest für möglich halten, zusätzlich prüft, ob dieser sich auf Primärsanktionen beschränkt oder ob er auch ein
sekundärsanktionsrechtliches Risiko mit sich bringt.
Im Einzelnen beruht dies auf folgenden Erwägungen:
1. Die Sanktionierung von „accounting services“, „trust and corporate formation services“ sowie „management
consulting services“ nach US-Sanktionsecht beruht maßgeblich auf der Executive Order 14071. Zusätzlich gilt
Executive Order 14024, die indes nicht materiell auf die Erbringung von Dienstleistungen als solche abzielt,
sondern Finanzsanktionen gegen Personen ermöglicht, die verbotene Dienstleistungen erbringen/erbracht
haben.
2. Die zuständige US-Behörde, das OFAC, ist seit vielen Jahren bemüht, den Wirtschaftsbeteiligten mehr
Rechtssicherheit zu bieten, indem sie die eigene Verwaltungspraxis teilweise durch FAQ öffentlich macht.
Insoweit lässt sich von einer Selbstbindung des OFAC sprechen. In diesen FAQ differenziert das OFAC in Bezug
auf Dienstleistungen gemäß der Executive Order 14071 zwischen unmittelbaren Dienstleistungsempfängern
in Russland und solchen in Drittstaaten wie etwa Deutschland.
3. Auf die Frage, ob es US-Personen verboten sei, Dienstleistungen gegenüber Unternehmen/Personen
außerhalb Russlands zu erbringen, wenn diese von Personen in Russland gehalten oder kontrolliert werden,
antwortet das OFAC wie folgt (FAQ No 1059, siehe hier):
“No, provided that the provision of services is not an indirect export to a person located in the
Russian Federation. For the purposes of this determination, OFAC interprets the ‘indirect’ provision
of the prohibited services to include when the benefit of the services is ultimately received by a
‘person located in the Russian Federation.’ In contrast, OFAC would not consider to be prohibited the
provision of services to a non-Russian company that has a physical presence and operations outside
of the Russian Federation, including such a company owned or controlled by persons located in the
Russian Federation, provided that the services will not be further exported or reexported to persons
located in the Russian Federation.
[…]

The following scenarios illustrate services to a non-Russian subsidiary of a Russian person that would
not be prohibited under the determination:
· A U.S. accounting firm provides tax advisory and preparation services to the U.S. subsidiary of a
Russian company. This U.S. subsidiary has an office and employees in the United States and
conducts business in the United States, and the services will not be exported or reexported to the
Russian parent company.
· A U.S. management consulting firm provides strategic business advice to the subsidiary of a
Russian company located in a third country. This subsidiary has an office and employees in the
third country and conducts business in this third country, and the services will not be reexported
to the Russian parent company.”
Nach unserem Verständnis decken diese Ausführungen das derzeitige Szenario in Bezug auf RED ab, sodass
nicht von einem Verstoß auszugehen ist.
4. Ein Verstoß könnte nach unserem Verständnis ohnehin nur von US-Personen begangen werden. Diese sind
wie folgt definiert:
“any United States citizen, lawful permanent resident, entity organized under the laws of the United
States or any jurisdiction within the United States (including foreign branches), or any person in the
United States”.
Insofern handelt es sich um Primärsanktionen. Sog. Sekundärsanktionen, die im eigenen Anspruch
weltweite Anwendung auf jedermann finden, ermöglicht bzw. enthält Executive Order 14071 nach unserem
Verständnis nicht (Text hier, determination der genannten Diensleistungen hier). Für deutsche Staatsbürger
ohne US-Nexus (der z.B. für Inhaber ein Green Card zu bejahen wäre) bestünde insofern – unabhängig vom
Inhalt – a priori kein US-sanktionsrechtliches Risiko. Mitunter ergibt sich ein sekundärsanktionsrechtliches
Risiko jedoch erst aus dem Zusammenhang mit übergeordneten gesetzlichen Regelwerken. Daher wäre es
hilfreich, wenn der ohnehin beauftragte US-Anwalt zusätzlich die Frage beantworten könnte, ob ein Verstoß
– sollte dieser seines Erachtens doch vorliegen oder in Betracht kommen – nur im Rahmen von Primär- oder
auch im Rahmen von Sekundärsanktion begangen werden kann und wie hoch ggf. das faktische
sekundärsanktionsrechtliche Risiko wäre.
5. Wir weisen in diesem Zusammenhang auf die Sanktionsvorschriften der EU in Art. 5m und v.a. in Art. 5n der
Verordnung (EU) Nr. 833/2014 hin. Im Ergebnis sind diese u.E. nicht einschlägig. Lassen Sie uns gerne wissen,
wenn wir dies vertiefen sollen, sofern Sie dies nicht ohnehin bereits intern geprüft haben.
6. Alles in allem halten wir einen Kauf daher für möglich, jedenfalls über eine deutsche Gesellschaft der
Continental-Gruppe – dies gilt vorbehaltlich der Einhaltung personenbezogener Sanktionen. Soweit
ersichtlich, wären indes keine gelisteten Personen auf Verkäuferseite involviert bzw. würden mittelbar
profitieren.

Mit besten Grüßen,
Johannes Schäffer
Dr. Johannes Schäffer
Rechtsanwalt
Noerr Partnerschaftsgesellschaft mbB
Rechtsanwälte Steuerberater Wirtschaftsprüfer

Conclusion: There has been no violation of U.S. sanctions under Executive Order 14071 in
this case. This conclusion is mainly based on OFAC’s practice to clearly differentiate
between services rendered directly in relation to Russian persons on the one hand and to
non-Russian persons on the other. Specifically with regard to persons located outside of
Russia that are owned or controlled by persons located in Russia, sanctions do not apply in
the case at hand given the requirements set forth in OFAC’s FAQ No 1059 (here). At any
rate, non-U.S. persons are in our view not subject to sanctions risks as long as there is no
U.S. nexus since secondary sanctions, as far as we can see, do not apply.

https://protect-us.mimecast.com/s/CY4DC73qwEfApP5s8UmJr?domain=home.treasury.gov
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GERMAN SANCTION LIST SCREENING W/O POSITIV RESULT

Green tick - everything ok
Yellow tick - there were hits, checked all of them and they were false positive hits.
None of the listed gentlemen and companies are on the sanction's lists
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LEGAL EVALUATION M&A VS. US SANCTIONS

Legal Evaluation by Stephen Ginger: w/o concerns for further negotiations
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IP TECHNOLOGY EVALUATION BY DHPG IN ORDER OF RED
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DUE DILIGENCE Informations received from 
R.E.D CEO Jürgen Schwarz
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DUE DILIGENCE – CUSTOMER / MARKET INFORMATION'S

Listing of the company's twenty largest customers in 
terms of sales over the previous three-year period:

• Customer 1 US
• Customer 2 Israel
• Customer 3 US
• AirTractor (STC)
• Sealand Aviation (STC)
• Otto Aviation
• Customer 4 EU
• Stemme
• ADS (YAK 18T STC)

“…Customers we cannot disclose at this time, RED is 
nominated or has an LOI in hand. “ 

Listing and explanation for any major customers lost over 
the last two years:

• Irkut Corporation stopped due to aviation embargo 
against Russia. All BAFA Application have been stopped.

• Russo Balt stopped due to aviation embargo against 
Russia. All BAFA Application have been stopped.
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DUE DILIGENCE – COMPETITOR TO A03 ENGINE
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DUE DILIGENCE – CUSTOMER / MARKET INFORMATION'S

Source: 
https://red-aircraft.com/our-fleet/

https://red-aircraft.com/our-fleet/
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DUE DILIGENCE – FINANCIALS & INVENTORY

• 2019 Income Statement available  Revenue: 2.432.374,84€  Net loss for the year: 1.8320.33,17€
• 2020 Income Statement Draft only  Revenue:    869.490,47€   Net loss for the year: 4.690.627,30€
• 2021 not available

Cash Flow will provide after Continental decided to go on and signed a MOU

Asset List Net Book Value < 1Mill€ with ~300k€ useful for CC.
(not all Machines are listed: “… The machines were brought into the company by Vladimir Raikhlin and signed over for a low 
value. They were therefore booked by our tax advisor as low-value goods and are also not listed as "memorable value". 
However, they are the property of RED, the purchase contract is available…” See Statement RED on the next pages.

Need total 
R&D CAPEX 

amount 
since 1995
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DUE DILIGENCE – FINANCIALS & INVENTORY – NOT LISTED ASSETS
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DUE DILIGENCE – RM / WIP /  FG

More Details to the Inventory will provide after Continental decided to go on and signed a MoU

Did the customer in R already pay 
$1.6M for these 15 engines? 

If so, these will be consignment 
inventory and not for sales   
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DUE DILIGENCE – FINANZIAL MONITORING BY CRIF
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DUE DILIGENCE – FINANZIAL MONITORING BY CRIF

1) What are 
deficit not 
covered by 

shareholders? 
We need to 
know the 

ownership of 
those access 



025 CONTINENTAL AEROSPACE  TECHNOLOGIES™ W W W . C O N T I N E N T A L . A E R O
Continental® Proprietary Data

M&A SWOT 
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M&A SWAT

S

O

 Full Jet-A Portfolio from 135 HP till 500HP
 with 400HP V8 new possibilities for OEM´s and 

STC´s
 RED A05 is a 2017 preliminary design of a V6 engine 

with 3,550 cc and 300 HP
 new V6 / V4 design future proof w/o licensing 

bindings of Mercedes
 a derived V4 design could attack ROTAX in the 

UAV segment
 Merge of Mechanical Design and FADEC 

Technologies
 RED no EASA PO-Approval

 Finalized Blank Paper Design – no licenses
 Self carrying Design with dry-sump oil system
 Most Supplier used also at CG’s
 Service Network of CG with 400 global Service 

Partner usable
 Existing RED Machines and Test Equipment usable 

for CD100/300 production = CAPEX Savings at CG 
and time for renewing of the existing old machines

 Future Modular Design with down gradable to V8 / 
V6 / V4 possible

W

T

 M&A by one of Continental Competitors to enter 
the JET-A Market esp. Lycoming. Add to the 
Development and Certification Costs Lycoming 
would save est. 5 years of Development time.

 M&A by one of Continentals Aircraft OEM’s 
(Cirrus?) – Lost of the business for Continental

 Time to Market vs. Invest
 Currently high IP Costs requested by RED
 Expanding at CG = Invest needed
 Quality not proven due to missing volume

Continental current 
and future OEM 

acceptance? 
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M&A SWAT  OPPORTUNITY’S  MODULAR DESIGN 

RED A03 RED A05

CD300 CD135, 155, 170

Design Study ready

Oppo for which 
OEM/Market

Oppo for which 
OEM/Market
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MARKET AND ROADMAP
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LISTED CUSTOMER EVALUATION

Source: 
https://red-aircraft.com/our-fleet/

No 
Numbers 
available

No 
Numbers 
available

No 
Numbers 
available

Out of 
Production 
– no 
GAMA No.

No 
Numbers 
available

No 
Numbers 
available

Out of 
Production 
– no 
GAMA No.

Out of 
Production 
– no 
GAMA No.

https://red-aircraft.com/our-fleet/
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PROJECT EAGLE PROPOSALS (ASSET ACQUIREMENT ONLY)

Cash Offer for Asset Sales 1):                
€5M-€8M (Lump sum or installment 
depends on negotiation)

Risks/Profit Sharing Model: 
1) Continental will solely operate 

with acquired assets (pricing, 
costing, marketing etc.)

2) Asset can be gradually moved to 
St, Egidien

3) P&L will be shared among RED 
and Continental for 10 years only 

 Continental: 75%
 RED:              25% 
            (A03 Engine Profit only) 

4) Est Profit sharing within 10 yrs: 
 Continental: €86M
 RED:              €32.2M
5) Continental Payback: 5Yrs
      75% based on RED forecasted business model

 

Memo:
1) Asset Sales Only: IP, Design, Equipment, Inventory (A/R can be 
purchased at a discount if needed)  
2) Current RED Employees can apply for jobs at Continental
3) Other modules (JV, non-cash purchase)won’t be considered

Cash Offer for Asset Sales:                
€10M - €18M (Lump sum or 
installment depends on negotiation)

Operation Model: 
1) Continental will solely operate 

with acquired assets (pricing, 
costing, marketing etc.)

2) All Assets purchased will be 
immediately moved to St. 
Egidien for continued 
development and production

4) Estimated Profit within 10 years: 
 Continental: €XXM
 
5) Continental Payback: XXYrs
50% based on RED forecasted business model

 

Proposal 

Category

#1 Profit/Risk 
Sharing

#2 Sold Profit 
/Risk by CC 

#3 JV or 
others  3)

Asset Acquisition Only √ √ X
Additional CAPEX (CG 
expansion/R&D)

€6M €6M √

Additional Expense €3M €1M √
Employee, Liabilities, 
Customer Acquisition 2)

X X √

Cash-out €5M-€8M €10M-€18M Not consider

Risk/Profit to CC 75% 100% 50%

Payback Years 5.8Yrs 10 yrs <XX yrs

Estimated ROI/NPV XXX/XXX XXX/XXX

Assets move to CG site √ Within 1 Yr √ Immediately X

NPV

Profit/Risk 
Sharing

1 Sole 
Profit/Risk2
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CUSTOMER A03 PROJECTS FROM RED INCL.  
RED BUSINESS CASE

Act. Financials A03 RED (based on 91€/hour)
Sales Projection BP 265.000 € 
COGS RED act. 183.500 € 
COGS RED target 165.150 €  
Margin RED act 31%
Margin RED target 38%

Provided Data
The provided customer figures included only 1 contracted project, 3 LOI and 5 nominated and 2 pot. Customer STC´s. 

Customer A03 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Remarks
Cessna Grand Caravan LOI 1 13 41 62 111 186 280 424 591 676 Hybrid Solution. 150A/C global. Announcement at Oshkosh, Customer Numbers seams to optimistic
Air Tractor 301 STC Internal 2 4 6 6 6 7 9 11 11 9 STC must be finalized first - 700k€ costs for CG
MTD - Meyers 400 LOI 2 4 6 8 10 11 13 15 15 15
DeHeavialnd Beaver Internal 2 6 8 10 10 11 15 17 17 17 Maiden Fligth Middle of August
Customer 12 LOI 6 6 0 4 10 16 20 20 20 20 2 Mot Project. Order expectet End of August.
HAV nominated 4 8 12 16 16 20 20 24 24 28 Hybrid Airvehicle - very optimistic numbers
Airship nominated 0 0 0 0 4 16 28 40 52 64 Airship w/o investor 
ADS Contract 3 10 20 30 30 32 39 48 57 57 ADS STC in Spain for YAK18 as Trainer for Baltic countries. RED sees big potential (w/o China and India)
Otto Aviation nominated 1 0 2 2 3 3 5 8 11 17
Junkers nominated 3 0 3 3 6 8 6 8 8 8
Fletcher nominated 1 3 5 5 5 3 3 5 5 4 Maiden fligt done, Press Release comming soon. 
customer 19 evaluattion 1 1 3 5 5 5 5 7 9 9 Project in Czech Republic - Highdecker for comercial customers. (Africa…)

Total committed 26 55 106 151 216 318 443 627 820 924
RED Sales Forecast 15 48 98 137 188 270 379 544 720 806
RED business plan 11 20 51 81 143 204 265 332 381 402

M&A Value ? Risk Sharing of the BP #

Due to CC´s lack of in sign to the market, an Asset Deal should be based 
on the Business Plan figures of the Seller with Risk Sharing. A Bonus / 
Malus System based on the achieve engine sells. 
A progressive Bonus Malus system could be for numbers below the 
promised Business Plan: 
Achieved Engine No Sells / (1 / % of achieved Business Plan). 
And for engines above Business Plan = 1:1 % of the achieved BP.
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ASSET DEAL PROPOSAL FOR NEGOTIATIONS

V12 Sales Price 265.000 €           265 V8 Sales Price -  €                    0 Sharing Sales Sharing Margin RED BP Probability € Asset Deal
COGS 183.500 €           1835 COGS 108.800 €           1088 0,00% 25,00% 100% 5.000.000 €-     

Margin 81.500 €             Margin 108.800 €-           

Margin % 30,8% Margin % 0,0%

Price € 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
One Timer SOP V8 Start of TBR/TBO V12

Business Plan RED V12 11 20 51 81 143 204 265 332 381 402
# V12 + V8 engines: 11 20 51 81 143 204 265 332 381 402

V12 + V8 Net Sales: 2.915.000 € 5.300.000 € 13.515.000 € 21.465.000 € 37.895.000 € 54.060.000 € 70.225.000 € 87.980.000 € 100.965.000 € 106.530.000 €

V12 + V8 Margin 896.500 € 1.630.000 € 4.156.500 € 6.601.500 € 11.654.500 € 16.626.000 € 21.597.500 € 27.058.000 € 31.051.500 € 32.763.000 €
Return of Invest w/o Risk Sharing 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8%

Risk Sharing % of Business Plan Sales V12:

Risk Sharing % of Business Plan Margin V12:
-38.508.750 € 25,00% Payments to RED: -5.224.125 € -407.500 € -1.039.125 € -1.650.375 € -2.913.625 € -4.156.500 € -5.399.375 € -6.764.500 € -7.762.875 € -8.190.750 €

Payments to RED per engine: -474.920 € -20.375 € -20.375 € -20.375 € -20.375 € -20.375 € -20.375 € -20.375 € -20.375 € -20.375 €
RED Profit w/Risk Sharing Margin and Business Plan numbers 43.508.750 €      

Cash and adj. Margin
Adjusted Margin € -4.327.625 € 1.222.500 € 3.117.375 € 4.951.125 € 8.740.875 € 12.469.500 € 16.198.125 € 20.293.500 € 23.288.625 € 24.572.250 €

Adjusted Margin % -148% 23% 23% 23% 23% 23% 23% 23% 23% 23%
Return of Invest (Running Total) -8.353.500 €

-9.780.760 €
-7.063.385 €

-2.512.260 €
5.828.615 €

17.898.115 €
33.696.240 €

53.589.740 €
76.478.365 €

Risk Sharing is a Bonus Malus System with valued increasing Business Plan numbers 1:1. In case of not hiting the Business Plan Numbers the Bonus reduced by the % Gap³. 100.650.615 €

10Mill Cach Out Building
Cash Out: -9.250.000 € -13.057.260 € -1.039.125 € -1.650.375 € -2.913.625 € -4.156.500 € -5.399.375 € -6.764.500 € -7.762.875 € -8.190.750 €

Cash In: 896.500 € 1.630.000 € 4.156.500 € 6.601.500 € 11.654.500 € 16.626.000 € 21.597.500 € 27.058.000 € 31.051.500 € 32.763.000 €
RT Cash Flow -8.353.500 € -19.780.760 € -16.663.385 € -11.712.260 € -2.971.385 € 9.498.115 € 25.696.240 € 45.989.740 € 69.278.365 € 93.850.615 €

ROI Calculation RED Asset Deal
based on Business Plan RED with Risk 

Sharing for the Business Plan Numbers

M&A Value ? Risk Sharing of the BP #

Negotiations Start with €5Mill as One Timer and in Total 43.5Mill€ over 10 years. As result of a Bonus Malus system with + 25% of Margin based on the 
Business Plan provided by RED. With valued increasing Business Plan numbers 1:1. In case of not hitting the Business Plan Numbers the Bonus reduced 
by the % Gap³.

The Calculation shows 100% Business Plan achieved.  RED will get 43.5 Mill€  ROI CC within 4 years. 
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V12 Sales Price 265.000 €           265 V8 Sales Price -  €                    0 Sharing Sales Sharing Margin RED BP Probability € Asset Deal
COGS 183.500 €           1835 COGS 108.800 €           1088 0,00% 25,00% 60% 5.000.000 €-     

Margin 81.500 €             Margin 108.800 €-           

Margin % 30,8% Margin % 0,0%

Price € 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
One Timer SOP V8 Start of TBR/TBO V12

Business Plan RED V12 11 20 51 81 143 204 265 332 381 402
# V12 + V8 engines: 6 12 30 48 85 122 159 199 228 241

V12 + V8 Net Sales: 1.590.000 € 3.180.000 € 7.950.000 € 12.720.000 € 22.525.000 € 32.330.000 € 42.135.000 € 52.735.000 € 60.420.000 € 63.865.000 €

V12 + V8 Margin 489.000 € 978.000 € 2.445.000 € 3.912.000 € 6.927.500 € 9.943.000 € 12.958.500 € 16.218.500 € 18.582.000 € 19.641.500 €
Return of Invest w/o Risk Sharing 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8% 30,8%

Risk Sharing % of Business Plan Sales V12:

Risk Sharing % of Business Plan Margin V12:
-8.270.946 € 25,00% Payments to RED: -5.026.406 € -88.020 € -220.050 € -352.080 € -623.475 € -894.870 € -1.166.265 € -1.459.665 € -1.672.380 € -1.767.735 €

Payments to RED per engine: -456.946 € -4.401 € -4.315 € -4.347 € -4.360 € -4.387 € -4.401 € -4.397 € -4.389 € -4.397 €
RED Profit w/Risk Sharing Margin and Business Plan numbers 13.270.946 €      

Cash and adj. Margin
Adjusted Margin € -4.537.406 € 889.980 € 2.224.950 € 3.559.920 € 6.304.025 € 9.048.130 € 11.792.235 € 14.758.835 € 16.909.620 € 17.873.765 €

Adjusted Margin % -285% 28% 28% 28% 28% 28% 28% 28% 28% 28%
Return of Invest (Running Total) -8.761.000 €

-10.520.780 €
-8.695.830 €

-5.535.910 €
368.115 €

9.016.245 €
20.408.480 €

34.767.315 €
51.276.935 €

Risk Sharing is a Bonus Malus System with valued increasing Business Plan numbers 1:1. In case of not hiting the Business Plan Numbers the Bonus reduced by the % Gap³. 68.750.700 €

10Mill Cach Out Building
Cash Out: -9.250.000 € -12.737.780 € -220.050 € -352.080 € -623.475 € -894.870 € -1.166.265 € -1.459.665 € -1.672.380 € -1.767.735 €

Cash In: 489.000 € 978.000 € 2.445.000 € 3.912.000 € 6.927.500 € 9.943.000 € 12.958.500 € 16.218.500 € 18.582.000 € 19.641.500 €
RT Cash Flow -8.761.000 € -20.520.780 € -18.295.830 € -14.735.910 € -8.431.885 € 616.245 € 12.408.480 € 27.167.315 € 44.076.935 € 61.950.700 €

ROI Calculation RED Asset Deal
based on Business Plan RED with Risk 

Sharing for the Business Plan Numbers

M&A Value ? Risk Sharing of the BP #

With only 60% of the Business Plan the Payments to RED reducing to 13Mill€. 

ASSET DEAL PROPOSAL FOR NEGOTIATIONS



034 CONTINENTAL AEROSPACE  TECHNOLOGIES™ W W W . C O N T I N E N T A L . A E R O
Continental® Proprietary Data

ASSET DEAL PROPOSAL FOR NEGOTIATIONS

V12 Sales Price 265.000 €           265 V8 Sales Price 170.000 €           1700 Sharing Sales Sharing Margin RED BP Probability € Asset Deal
COGS 169.700 €           1697 COGS 108.800 €           1088 0,00% 25,00% 60% 5.000.000 €-     

Margin 95.300 €             Margin 61.200 €              

Margin % 36,0% Margin % 36,0%

Price € 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
One Timer SOP V8 Start of TBR/TBO V12

Business Plan RED V12 11 20 51 81 143 204 265 332 381 402
# V12 + V8 engines: 6 12 34 64 141 218 267 307 354 367

V12 + V8 Net Sales: 1.590.000 € 3.180.000 € 8.630.000 € 15.440.000 € 32.045.000 € 48.650.000 € 60.495.000 € 71.095.000 € 81.840.000 € 85.285.000 €

V12 + V8 Margin 571.800 € 1.143.600 € 3.096.600 € 5.524.800 € 11.426.900 € 17.329.000 € 21.567.900 € 25.379.900 € 29.212.800 € 30.451.700 €
Return of Invest w/o Risk Sharing 36,0% 36,0% 35,9% 35,8% 35,7% 35,6% 35,7% 35,7% 35,7% 35,7%

Risk Sharing % of Business Plan Sales V12:

Risk Sharing % of Business Plan Margin V12:
-8.270.946 € 25,00% Payments to RED: -5.026.406 € -88.020 € -220.050 € -352.080 € -623.475 € -894.870 € -1.166.265 € -1.459.665 € -1.672.380 € -1.767.735 €

Payments to RED per engine: -456.946 € -4.401 € -4.315 € -4.347 € -4.360 € -4.387 € -4.401 € -4.397 € -4.389 € -4.397 €
RED Profit w/Risk Sharing Margin and Business Plan numbers 13.270.946 €      

Cash and adj. Margin
Adjusted Margin € -4.454.606 € 1.055.580 € 2.876.550 € 5.172.720 € 10.803.425 € 16.434.130 € 20.401.635 € 23.920.235 € 27.540.420 € 28.683.965 €

Adjusted Margin % -280% 33% 33% 34% 34% 34% 34% 34% 34% 34%
Return of Invest (Running Total) -9.844.867 €

-12.605.713 €
-11.295.830 €

-6.523.110 €
3.880.315 €

19.914.445 €
39.916.080 €

63.436.315 €
90.576.735 €

Risk Sharing is a Bonus Malus System with valued increasing Business Plan numbers 1:1. In case of not hiting the Business Plan Numbers the Bonus reduced by the % Gap³. 118.860.700 €

10Mill Cach Out Building
Cash Out: -10.416.667 € -13.904.447 € -220.050 € -352.080 € -623.475 € -894.870 € -1.166.265 € -1.459.665 € -1.672.380 € -1.767.735 €

Cash In: 571.800 € 1.143.600 € 3.096.600 € 5.524.800 € 11.426.900 € 17.329.000 € 21.567.900 € 25.379.900 € 29.212.800 € 30.451.700 €
RT Cash Flow -9.844.867 € -22.605.713 € -19.729.163 € -14.556.443 € -3.753.018 € 12.681.112 € 33.082.747 € 57.002.982 € 84.543.402 € 113.227.367 €

ROI Calculation RED Asset Deal
based on Business Plan RED with Risk 

Sharing for the Business Plan Numbers

M&A Value ? Risk Sharing of the BP #

With only 60% of the Business Plan and with the NEW Development of an 400HP Derivate (36% Margin) and improvements on the A03 engine (36% 
Margin) the ROI for CC could be within 4 years. Inclusive Expansion of the Production at CG with a Sales Volume of 85Mill€ in 2032.
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POSSIBLE 10 YEARS ROADMAP
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Est. Revenue 15x 265k€

4/1/2026

Qualification Continental Staff
Engine Assembly with the 15 Part Sets
Lifte Time Extension Program

1/1/2024
1st STC
2nd STC

V8 400HP Engine

7/1/2025

6/1/2027

Est. Costs $250k

Relocation YAK to Altenburg

OEM Aircraft Developement

1/1/2028

1/1/2023

1st OEM Application Pot. Customer Cirrus

12/1/2028

V12 Engine

3rd STC

2nd OEM Application Pot. Customer Tecnam

12/1/2029

7/15/2022

3rd OEM Application Pot. Customer Diamond

Dev. Costs est. $2,5Mill

Remark
Due Diligence

Derivate Design of 400HP Engine

1st OEM Application

10/31/2024

Relocation of Test Equipment to St. Egidien

M&A Done

Activity

Est. Costs $250kRelocation Production to St.Egidien

Est. Asset Deal costs $ ?Mill

Shot Down Adenau

Closing Adenau

Est. investment $10MillConstruction works for Expansion CG Facility

Est. 1500k€
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DUE DILIGENCE – SUMMARY PHASE ONE 13.06.2022

Provided Data
• the financial situation of RED GmbH is with the actual knowledge of the provided date not clear enough. The IS 2020 is a draft 
only, IS 2021 is not available.

Company Value
• the calculated, but from our side not considered realistic, IP Value of 41,5Mill€ by DHPG based on figures from RED 
Management only. (economic useful life of the engine of 30 years, 2026 max of 100 engines/year, w/o Russian sanctions in 
place) is not the value what CC see. But there are no better figures available.

• Inventory Value 3,1Mill€ (among other things the 15 engine sets could be sold for $3.75Mill if customers were found)

• Asset List Net Book Value useful for CC 0,3Mill€

• Property 1413 +  2435 = 3848m² could be sold – Value estimation must be done. (500k€ ?)

• Development costs estimated by CG to develop and certify a similar V12 engine are $6Mill and Time to SOP 6 Years.

• The existing 20 years old machines at CG urgently need to be renewed over the next few years. The Replacement Invest for is 
est. ~$3Mill annually beginning 2023. The renewal process could be significantly shortened with RED's machines and save 
CAPEX in the coming years. And the existing Machines could be used for the CD100 and CD300 series w/o additional costs. 

Next Steps
• Due Diligence Phase 2 with Financial deep dive, contract evaluations, inventory check, property value check must be done.
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FURTHER POTENTIAL A03

Rumors at YAK152/CJ-7 (China) 

CJ-7 was a joint venture project between Nanchang Hongdu aircraft manufacturing (a subsidiary of AVIC) and Yakovlev. Actually, YAK-152 and CJ-7 are twins.  Rumour said Yakovlev use 

the project data from this JV to make the YAK-152.

The reason why CJ-7 failed is because of the change in the pilot training system.

In the past, flight schools adopt a three-stage training system, they use CJ-6 for entry-level training and then change to JL-8, and then JL-10 (JL=teaching in Chinese). (CJ=basic trainer)

That system then was optimized into a two-stage training system, trainees will fly CJ-6 and then spend most of their time flying the JL-10.

The new pilot training system can shorten the time to train a pilot and make them more experienced with jet fighters. (JL-10 is very similar to gen 3 or gen 4 jet fighters)

Hence, the CJ series is not that important, CJ-6 is still doable for basic training. So they gave up the new development and invest more into the development of more advanced trainers 

and the manufacturing of the CJ-6. In this regard, it's possible that they will be interested in updating CJ-6. 
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