UltraBolt

A Fastener Testing Service 
UltraBolt is a new company that will provide fastener testing services to its clients, using products that measure the quality and strength of bolted joints. With an exclusive supplier, UltraBolt has the benefit of testing bolts with a state-of-the-art transient recorder analyzer in order to service a broad range of industries.
UltraBolt tests its bolts with the MC900 Transient Recorder Analyzer, a product developed by an exclusive supplier, Micro Control Inc. In one single portable unit, the MC900 provides tension testing and ultrasonic testing for the use of fastener engineers. The MC900 boasts efficiency, compactness, and compatibility. As shown below, the sleek design of the MC900 allows engineers to do testing in remote sites more easily than its competitors.
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	Competitor’s Product – PCB( Load & Torque 
	Our Supplier’s Product: MC900 – Micro Control, Inc. 


The fastener testing service is applicable to virtually any industry involving fasteners. The MC900 unit has had success in automotive, aerospace, energy, structural engineering, construction, and industrial applications. UltraBolt will target the automotive and renewable energy industries in its first 12 months, both of which are pursuing measures to cut costs and enhance their competitiveness. UltraBolt will attract customers by making advanced testing affordable. Many companies that require bolt testing lack the capital to invest in their own MC900 unit, each of which is priced at $28,000. With our exclusive discount and price-per-test model, UltraBolt can open up new markets for proven technology. UltraBolt is currently working on a bottom-up estimate of the size of the market in various segments.  

Micro Control Inc., the exclusive supplier to UltraBolt, first developed the MC900 in 1995. Past purchasers of the MC900 include: Ford, General Motors, Cummins, Chrysler, Caterpillar, and Harley Davidson, among many others. Micro Control Inc. has negotiated a 50% discount on the MC900 exclusively for UltraBolt. This discount gives UltraBolt a competitive edge against other testing services.
UltraBolt will have access to Micro Control Inc.’s customer database to target potential clients who have expressed interest in the MC900 unit, but have not purchased one. Additionally, UltraBolt will advertise at trade shows, in leading fastener magazines and journals, and through Internet and social media. 
UltraBolt will generate revenue from at least three sources: sale of the service, referral commissions, and training for clients. Our primary source of revenue will be through the fastener testing service. Trained technicians will travel to companies with the MC900 unit to perform testing either in the laboratory setting or factory floor. Additionally, if clients invest in a MC900 unit, Micro Control Inc. has agreed to grant UltraBolt a referral commission. Finally, UltraBolt will offer technician training for the MC900 to clients who invest in the unit. UltraBolt is negotiating with possible customers and Micro Control Inc. over the exact terms of contracts.
UltraBolt plans to purchase three MC900 units and hire and train three technicians in 2010. The MC900 units will be priced at $14,000 each (discount included) and each technician will have a salary of $40,000-$60,000, translating into $80,000-$100,000 fully loaded with benefits.  Combined with marketing costs and office space, UltraBolt will need an initial $750,000-$1,500,000 in capital to establish the business. Under current assumptions, UltraBolt is projected to be cash flow positive within 12-24 months. 
UltraBolt has plans to address three risks: the continuation or deepening of the recession, supplier failure, and changes in the regulatory environment. UltraBolt will target businesses benefiting from the $10B aid package for renewable industries included in the American Recovery and Reinvestment Act of 2009. Should our current supplier fail, UltraBolt has identified alternative suppliers. Lastly, by engaging legal advisors of Micro Control Inc. UltraBolt has prepared contingency plans for potential regulatory changes over the next few years.

The team for UltraBolt is run by Misha Nasrollahzadeh, a Stanford student majoring in Management Science & Engineering (MS&E). Misha is aided by Charles Huyi, also at Stanford, who is double majoring in Math and MS&E. Both Misha and Charles approach UltraBolt with business and technical backgrounds, having worked for various VC and consulting firms and taken relevant classes at Stanford. On the advisory board of UltraBolt is the founder and CEO of Micro Control Inc., Masoud Nasrollahzadeh, who provides extensive knowledge of industry and product material, and is actively working to support UltraBolt as a new venture.

	CRITERIA
	DESCRIPTION

	1. Problem/Opportunity
	What is the market opportunity? What is the customer problem the venture is addressing or unmet need that the venture satisfies?
· Market opportunity – new industries can use the services of UltraBolt that couldn’t afford the pricey Micro Control technologies before 

· Customer problem – offers the on-site testing as a service instead of an investment 

	2. Concept/Solution
	How is the venture going to solve the problem/meet the need? Lead with the most compelling summary of your idea and be direct & specific.
· Solve the 

	3. Differentiation from competition
	Does the venture have a unique and sustainable advantage over competitive solutions? Why will customers buy its product or service?

	4. Market Size
	How big is the potential market for the venture and its competitors in the next year? In the following 2-5 yrs?

	5. Business Model
	How will the venture make money? Who pays the venture, for what?  What are the key costs in the creation and delivery of the solution? Does the venture enjoy any sustainable cost advantages over competitors?

	6. Marketing/ Distribution
	How will the venture reach its target customers? How will it distribute its product? Who are its channel partners?

	7. Team
	List team members and their short bios. Is the team uniquely qualified to solve the above problem? Does the team understand it may need to augment its ranks with key players not yet on board? Does it have a business and/or scientific/technical advisory board with credible advisors?

	8. Risks
	Has the team identified the key technology, market, team, and financial risks? How will it mitigate those risks? How will a venture capital investment be used to reduce or manage those risks?

	9. Financial
	Are there preliminary financial projections (income statement and/or cash flow)? Has the team identified how much funding it is trying to raise?

	10. Optional: sustainability/environmental impact
	Does the venture address Sustainability or Environmental impact in a way that makes it a more attractive potential investment? (Only use this citerion if you think it is appropriate to the venture.)

	11. Other
	A few, not all, VCs use additional criteria such as diversity of the founding team, patents filed (especially in case of medical ventures), and whether the team can outsource part of its production or development. Please address additional criteria wherev


First you have to describe your business:
What does it provide?
Is it for profit? By subscription, pay-per-use, sales-commissions, advertising?

If not who will pay for it? A sponsor, donations, you yourself -- your time?
Location of a business? Consider costs, shipping, credibility, returns
What's the equivalent of location on the web? Virtual communities: sufferers from arthritis, multiuser game players. Or a credible institution, like a Stanford environmental group. 
Will you sell tangibles (require shipping), or intangibles?
Cost of shipping large amounts of tangibles has gone down, due to containerization. Made it more difficult for small enterprises.
Income sources
If it is for a public benefit, is there already an organization that serves the area?
·  Will there be benefits or conflicts with such an organization?
If it is a business: Will it derive income from
· Sales of information, by use or by subscription?
· Sales of goods, by commission or obtain direct support from the business?
· Derive income from advertising on the site?  
Will advertising conflict, dilute, reduce trust in what you present?
Advertising is a huge fraction of business outlays, in magnitude comparable to what is spent on the goods themselves.  An estimate is that world wide $450 billion is spent on advertising, of which $24B went to Internet advertising ["The Next Big Thing"; The Economist, 6 Oct. 2007].  But there is much competition, and advertising on mobile devices is growing fast.
Web businesses to depend on advertising, as Google, make it easy for you to place ads for products that your readers might want to buy on your own website.  If a reader of your website clicks on an advertisement, then you get a share of the income that Google would have obtained for a click on an advertisement for that sponsor.  Some reimbursements occur when a reader actually makes a purchase, such a reimbursements would be larger but also much less frequent.
The business model of Google itself involves then three parties:
1. A selling business, that selects which words (`Adwords') in a query or a result, or an email, should trigger display of their ad. Multiple Adwords can be chosen to get more and broader display of ads. Each time a purchaser clicks on ad, a `clickthrough' tyhe businesses will be charged something, say about 50 cents.The businesses also give a budget over a period, which, when exhausted, stops any further displays. The budgets can be increased any day. A frequent search term like `movie' requires a large budget to keep displaying ads. Adword combinations can be selected to improve the focus.
2. The browser website,which will select one or few of the businesses for display of advertisements, in order not to dilute the impact.  The website will also wants to exhaust the businesses' budget, and uses its knowledge of of purchasers likelihood to click on term and the remaining budget of the businesses to optimize its income.
3. The purchaser, who reacts to the displayed advertisements. Of interest is here how often displayed advertisement is clicked on, and how often a clickthrough actually results in a purchase.  Also the number, size, and position of advertisements are relevant variables
These models are still being refined. The field is new, and differs from newspaper and magazines' experience in advertising. It is eas for a website to try alternatives in some of its customers , in order to assess what type of displays elicit the most effective reaction.
 Specifics of a Business Plan
For every year (or every quarter) you list the costs and the benefits
Costs:
1. Your time, namely hours and cost per hour. What is your time worth?  Is a student's time free or cheap?  How much is your tuition, living expenses, etc., that allow you to attend Stanford?  How much time should you spend studying?  The quotient gives a lower bound on what your time is worth.
2. The time of others helping you, same calculation, or the cost of hired help.
3. Computer cost, Internet connection cost. If it's a commercial venture, you can't expect Stanford to pay for computers and Internet connections.
4. Do you have to buy anything?
5. If you sell tangibles, then there is a cost-of-goods being sold.
Note that all systems need maintenance, since stuff gets out of date - even the knowledge embodied in software. A general estimate is that it costs at least 15% / year of the original cost to maintain stuff.
Revenues
Income, as discussed above, or simply what a sponsor would have to pay to recover the total cost.

            Can your web page be sponsored? 
· By a trade or scientific organization
· By a government agency
· By a commercial company for goodwill?
If you are selling stuff: are your goods fungible or unique?
How will you set the price?
          Will you have to collect money from customers – How will the income be collected?  There will be collection cost and trust issues. Would PayPal work for you – see Business Week, 23 May 2005, p.10
 Consider
Consider return policies and methods.
You will have to deal with customer problems when customers don't like what they got.
Business Models
For most ventures, initial years or quarters show a loss, and eventually, at the break-even point a profit. The initial profit will first have to pay the debts that have accrued during the period you made a loss. And then you can accumulate new capital, pay back the stockholders, or invest it in a new venture.
Graphing what happens for each time period is instructive:
1. total costs
2. total revenues
3. net profit or loss
4. debt accrued each period or capital accumulated.
Even if what you are doing is not intended to be for profit, being able to show what happens will be instructive for you and possible sponsors.
The result should appear on one of your web pages, with a discussion on why your project makes econmic sense.
Sub-elements specific for software/intangibles
1. Software is slithery, it requires continuous updating to remain relevant, but when it is updated it actually stays valuable.  Assume new versions every 1.5 years.
2. Because of the updates software grows steadily, there is only minor deletion of code.
3. Price you can get is stable, because functionality stays constant and competition
4. Sales curves are best modeled by Erlang curves (see spreadsheet). Look like normal curve, but with a definite begin point and stretched into the future.
5. Combining that gives the income
6. Have to pay though for all the software updating, i.e., maintenance, goes up as software gets bigger. Stop the product development when it becomes more than the income.
7. Discount the future income, about 15% for SW businesses (beta 1.25).
8. When you know today's value, you can determine how much you can afford to spend on developing the first version.
