TIM 80C

05/25/2017
Homework #5


TIM 80C: Starting a New Technology Company
Homework #5: Financing, Course Closure
Homework # 5 is due Thursday, 8 June 2016
---------------------------------------------------------------------------

Final Project Report due on Monday, June 12 at the final exam (or earlier if the team agrees). The final project report should be a well written document, properly cross-referenced to the Appendices, and containing all the items mentioned in the “Project Phase IV” handout.

--------------------------------------------------------------------

Final Examination is on Monday, June 12, 8:00 – 11:00 AM
--------------------------------------------------------------------------

Reading: Kaplan, “Start-up” Chapters 10-12 (assigned previously); Chapters 13, 14, Epilogue.
-------------------------------------------------------------------------
 Problems:

1. Ownership, Dilution, and Shares for the Robotic Vacuum Cleaner Company (30 minutes)
(US$, 000s)
	Period
	Y1, Q1
	Y1, Q2
	Y1, Q3
	Y1, Q4
	Y2, Q1
	Y2, Q2
	Y2, Q3
	Y2, Q4

	Development Cost
	100
	100
	100
	100
	
	
	
	

	Marketing Cost
	
	
	100
	100
	100
	100
	100
	100

	Production Cost 
	
	
	
	200
	200
	200
	200
	200

	Revenue
	
	
	
	
	500
	500
	500
	500

	Net Cash Flow
	
	
	
	
	
	
	
	

	Present Value
	
	
	
	
	
	
	
	

	Net Present Value
	
	
	
	
	
	
	
	


Assume that the robotic vacuum cleaner company (from HW4) will obtain the cash required for Year 1 as “Round 1” funding from private investors, in return for which the founders of the company yield 10% of the ownership.
a) How much money does the company need in Year 1 for the development of the robotic vacuum?
b) What is the dilution of the founders? 

c) What is the dilution worth in dollars to the start-up? 

d) What is the pre-money worth of the company in dollars?

e) What is the post-money worth of the company in dollars?

f) The company decides to issue 8 million shares to the founders and the investors. Write down an equation for calculating the price per share, and then use this equation for calculating the price per share (pps).
2. Go Corporation Case Study (estimated time: 60 minutes) 

a) Chapters 10-12 were assigned as reading in a previous handout. Make a list of at least 9 important points (facts) from your reading (at least 3 per chapter). Synthesize these points into 5 key lessons learned (one per chapter).
b) Assess the Go Corporation as a startup based on what you have learned about creating a start-up in TIM 80C. 
3. Start-up Process.  (estimated time : 30 minutes)

· Describe a structured process for creating a start-up company
· What are 3 key lessons you learned about the start-up process in this course.
· Compare and contrast your TIM 80C team project approach with the approach of the Go Corporation, and draw three meaningful conclusions.
4. Products, Services, and Society (estimated time: 60 minutes)
· Generate 3-5 criteria that can be used to assess whether a product or service is really beneficial to society, or mostly “for-profit”. 

· Then use these criteria to assess the benefits of the following products and services: iPhone, Google Glass, Facebook. 

· Present your assessment in the form of a table. For each product/service draw overall conclusions about its benefits to society.
5. Methods and Tools (estimated time: 30 minutes)
Describe one way you could use the following TIM80C methods/tools in your everyday life:
· Structured Brainstorming

· Structured Problem-Solving

· FAST diagrams

· Function Structures/Morphological Matrices/Selection Criteria

· Cash Flow Analysis/Net Present Value
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