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Executive Summary

Background

WebWisdom.com is a company attempting to deliver a full suite of services and technologies required for distance learning. As a spin-off from university research center it possesses broad expertise in building advanced technologies in this field and teaching over the Internet. Its members, in addition to professional degrees in physics, telecommunication and computer science nowadays finish management schools. WebWisdom.com has made its first sales, reaching the market with its user-oriented software for lecture recording and publishing. 

Product

The idea born is to offer services to cater to the needs discovered during the initial market research. The increasing Web presence of companies and communication needs related to globalization bust demand for recording of live multimedia materials and their hassle free publication in broadly acceptable format. WebWisdom.com expects Fortune 500 companies to use professional recording/publishing services as soon as the offer is available. The relationships built in this way will then be used to sell complete virtual conference/classroom environments for corporate training.

Objectives

WebWisdom.com acknowledges its lack of adequate marketing experience and hereby submits this proposal to obtain suitable management as well as funding in amount of $2mln for the period of 2 years, in exchange for up to 40% equity. The plan projects that the company will break even in the second year of operations and the sales will reach $63mln in 3 years.

Business Concept

Opportunity identified

WebWisdom.com spots opportunity in the realm of information. As the age of information causes prudent companies to modernize their IT strategies and align their business and IT strategies together, WebWisdom will come in place to serve the needs of information capturing, storage, organization and delivery. Specifically, the niche in which WebWisdom will operate is on-line corporate training in both interactive and independent study versions. Two services will be offered:

· Recording of a speech/lecture/training session including all participating media, and publishing of such captured and synchronized content to the Web.

· Support for real-time, interactive training and collaboration through standard computer interfaces and Internet.

Corporate needs

Currently recognized business megatrends raise demand for computer-based training. Globalization, with its high cost of in-person visiting and time-zone differences promotes computer communication in its synchronous and asynchronous form as mean of cost cutting and convenience. Specialization and consequent outsourcing compels companies to adopt broadly standardized ways of exchange to facilitate interfacing of loosely coupled entities. The same type of needs arises in recently popular mergers and joint ventures. Narrowing windows of opportunities force companies to use fast communications to cut their development time and shorten time-to-market. Finally, growing popularity of telecommuting may be adding the most to the corporate demand for on-line training.

Uniqueness of the offer

WebWisdom, through its ability to deploy fully interactive collaborative environments as well as efficient capturing and publishing of recorded sessions will cater to the stated needs. Thanks to the use of popular Web technologies, the content of recorded materials will be highly portable and suitable for out-of-the-company dissemination. This portability will be one of the unique features of WebWisdom's offer that will render obsolete companies' proprietary standards. On the other hand, through integrating generic public domain technologies WebWisdom's offer will be distinct from the available market offer. Though there are firms offering support for corporate training, WebWisdom hopes to beat them on premises that close-to-zero initial investment (versus ILINC) will prompt trials and ultimately lead to adoption.

Business sensitivity

The market is promising and WebWisdom with its proven core team is confident in its ability to deliver technologically superior products. Experience in graduate distance education shall give the edge to designing functional training interfaces. Environment instabilities shouldn't have much impact on corporate training market. The biggest unknown is when competition emerges, what marketing strategy it adopts and, shall it be a large firm, whether it decides to dump prices.

If the company is unable to establish relationship with about 10 corporations to service their training needs the venture must be considered failure during the first year. However, at that point it can explore redirecting services toward on-line education.

The Company

Background

WebWisdom.com, LLC is a Limited Liability Company founded in November 97. The company specializes in Web-based Internet technology tools for interactive distance learning & training. Currently the company has three managing and eight ordinary partners. All of them are employees of Northeast Parallel Architectures Center at Syracuse University.

Partners

Managing partners are:

· Dr. Geoffrey C. Fox: General Partner, Director

Professor of Physics & Computer Science with a long demonstrated history as a strong leader. Dr. Fox is internationally recognized as an expert in High Performance Computing & Communication.

· Dr. Marek Podgorny: General Manager / R&D

Responsible for technical and research management of all projects, including planning, staffing, implementation & delivery. He has a long history as a demonstrated leader with strong supervisory capabilities.

· Dr. Roman Markowski: General Manager /CIO

Responsible for technical development and management of computer facilities, as well as the management of marketing, sales & administration.

The remaining eight partners are engineers holding M.Sc. diplomas in computer science or computer engineering and are currently involved in technical development and project supervision. Two partners are pursuing the Ph.D. degree and four others are part-time MBA students.

Technologies

WebWisdom.com intends to take advantage of fast Internet expansion and growing needs for distance learning solutions. It will design and implement Web-based Educational Center. Educational Center utilizing state-of-the-art technologies will offer integrated set of educational services required to deliver education and training over the Internet. WebWisdom.com currently posses several advanced technologies that can serve as components of the final solution. The process of product design and development will benefit from the company's experience in delivering distance education gained during non-commercial usage of its products. Existing WebWisdom.com technologies cover almost the whole range of planned services. Thus, the remaining work will be directed into integration of those components and refining them to better meet customers’ needs. This fact should substantially reduce the costs of launching the product and offer competitive advantage in this pioneering market. The company’s final offer is not limited to software. WebWisdom.com plans to substantially extend it with services related to software installation, technical support, and consulting, targeted at Internet education market. Below we present brief description of existing technologies and their application in the final solution.

Tango Interactive

Tango is a framework for collaboration over the Internet. Chat, videoconferencing, shared Web browsing, synchronous media playing are examples of applications available in this framework. Virtually any application that lends itself to collaboration can be Tango enabled and connected to the system. Tango client runs in Netscape or Internet Explorer and is distributed in a one-click installation package.

Specific Tango-based products include:

· Tango Interactive for general collaboration;

· Tango Interactive for distance learning featuring applications useful in an interactive class setting as well as asynchronous access to the class material;

· User Guide for Tango Interactive Session Manager;

· Application Programming Interfaces in C, C++, Java, JavaScript and Lisp with documentation for developing collaborative modules for Tango;

· e-mail list with technical support;

· Tango Collaboration Server licensed for given time and number of simultaneous users;

· PeopleWatch on-line awareness application.

Tango has been used as a vehicle for the course delivered from Syracuse University to Jackson State University in Jackson, Mi. Recently several university institution started using Tango as a prototype for Web based training delivery.

WebWisdom

WebWisdom is a storage, management and delivery system for courseware, presentations and seminars. It supports arbitrary educational objects such as slides in different formats, Web pages and multimedia recordings, facilitates searching material, enables linking to form courses, and leverages educator's effort through reusability.

There are two WebWisdom components:

· WebWisdom EduObject Manager supports storage and management;

· WebWisdom Intelligent EduServer delivers WebWisdom content to the Web while performing on-the-fly customization.

This technology has been outsourced.

LecCorder

LecCorder is a set of tools for automated recording and publishing of presentations. Recorded are audio, video, and slides. Archived sessions can be played back over the Internet using H263 streaming video or over Intranets using high-quality MPEG standard.

LecCorder is offered as software only suite of tools, or together with supporting hardware: camera, mixer, lighting, video card, computer, and cases.

BuenaVista

This conferencing tool includes audio, video, and chat. Compression options make possible communication over slow modem connection as well as quality exchange in the LAN. BuenaVista is packaged as a stand-alone product and one of the Tango applications.

Marketing Plan

The Market

The market for the online distance learning is still in its nascent state. Virtually non-existing before 1996, the US market has generated $187 million in revenue. This figure is expected to grow to $6 billion by 2002. The market can be segmented into the following four categories:

· content,

· authoring software,

· applications software, and

· course management software.

WebWisdom.com technologies fall into authoring software - LecCorder, and applications software - both LecCorder and Tango.

According to International Data Corporation report the market has the following characteristics:

· No right strategy has yet emerged in the market. The companies are trying different approaches for product development, marketing, service and support.

· Suppliers consist of many start-up firms. The companies in this market are heavily involved in mergers and acquisitions; the venture capital is the main source of funding.

· The majority of purchasers are first time buyers. Buyers must typically progress through steep learning curve before adopting the new technology. Most of buyers are still in the pilot phase, trying the new products.

Products created by WebWisdom.com are targeted at two major sub-markets - universities and Fortune 500 companies. Although, products offered to both markets are expected to be the same, the company intents to use two separate pricing strategies. 

University Market

Characteristics of the products offered by WebWisdom.com fit ideally the needs of distance education. Universities are the first group of institutions with abilities to take advantage of those new technologies. They have the widest expertise in teaching processes and possess both customer base and brand names required for remote class delivery.

With the products offered by WW it is possible to build entire virtual universities, without the need to maintain buildings and staff required by traditional organizations of this type. However, it is expected that most of demand for WW products will come from existing institutions, observing the new challenges of knowledge delivery and expanding into this direction.


Although universities are a huge potential market for WebWisdom.com products, there are several problems related with this sector. First of all, the regulatory issues, laws that currently prohibit or at least limit exporting knowledge across the state lines, not mentioning the national borders. Another difficulty is low payment abilities and long decision processes usually present within this type of institutions. Thus, WW intends to offer significant discount on the products sold to educational institutions, increasing the number of potential buyers and promoting products that can be sold at full prices to other clients.

· "`We're shifting to a system where people are going back to school throughout their careers`, says Peter Syverson, vice president for research at the council of Graduate Schools. The average master's candidate is now a working woman in her 30s. Nearly a quarter of all graduate students are over age 40."

R. Lieber, C. Kleiner, J. Perry, "Best Graduate Schools": US News, March 29 1999

· "… during the next 10 years, 74% of today's workers will need retraining. And, the rate of technological progress now requires that engineering and scientific professions totally upgrade their skills every four years."

One Touch (after The American Society of Training and Development): http://www.onetouch.com/

· "… the market for Web-based training is expected to reach $9.8 billion by 2002."

ILINC press release (after International Data Corporation, http://www.idcresearch.com/): http://www.ilinc.com/about/pr/052599.htm
Fortune 500 Companies

Another area where distance learning products can be applied are big companies with extensive training programs. Operating within the current fast changing environments, these companies have to train their large employee groups regularly, often delivering the training material to employees all over the world. WW products offer the potential of taking advantage of the Internet during this process, almost completely eliminating the need for traveling, and thus substantially reducing the costs of those operations. 

Taking into account those savings and the size of corporate customers the prices prepared for this sector can be substantially higher than those offered to universities, thus offsetting lower margins obtained from the latter group. Therefore it is predicted that Fortune 500 companies sector will be major source of company revenue. 

Services

WebWisdom.com will offer two basic types of services:

Lecture recording and publishing

This type of service will allow our clients to preserve the knowledge delivered during various meetings, presentations, lectures and make use of it in the future. Clients using our offer will be able to convert their materials to the digital form and access them through the Internet. WebWisdom will offer complete set of services consisting of:

· Conversion of the initial lecture materials such as videotape and presentation foils to the digital form. The typical input from the client would consist of videotape with a recorded lecture and a set of slides that accompany the lecture. The first step would be the conversion of these materials to the digital formats available to be processed by the computer means.

· Synchronization of materials and setting up a Web site.
Once the materials are digitized, technician would synchronize the foils with the video, so the viewer of the lecture accessed through the Internet can have consistent flow of information.

· Maintenance of the material on the Web and administration of access privileges.
The synchronized information will be put on a dedicated Web site. Users of this site will have the capability of watching the lecture at any convenient time with the only requirement being the access to the Internet and a Web browser. WebWisdom will provide the administration services allowing customization of access (for instance only for the client’s employees).

Live training

The second service to be offered by WebWisdom will be on-line training. WebWisdom will enable its clients to build virtual classrooms and meeting places in order to facilitate teamwork and flow of information between distant locations that would normally be unable to cooperate effectively. The whole service would consist of the following steps:

· Initial setup of collaboration software.
At this stage all the participants of the collaboration or training group will have the necessary software installed on their computers. The person responsible for the event will undergo a short training about how to use the system. The installation may be reused in the future events in the same environment.

· Material and group setup.
This stage will setup all the group access privileges necessary to conduct the collaboration as well as will publish the collaboration-specific materials to be available to the event participants.

· Event monitoring.
Once the collaboration is started the WebWisdom.com is going to monitor the progress and offer help if the problems arise. Additionally our customers will have access to the toll-free 1-800 number for technical support.

Distribution channels

The main medium of reaching the clients and distribution of WebWsdom.com products will be Internet. We assume that in the case of Web publication of materials there will be no direct contact with the client. The input material will be sent by mail and the resulting Web presentation and site will be accessible through the Internet. 

In case of on-line training/collaboration clients will have an option of either installing the software themselves or the WebWsidom.com technician will be charged with this task. All other aspects of on-line training (administration and monitoring) can be performed remotely and do not need the physical contact with the client.

Competition

The five main competitors are:

· Centra http://www.centra.com
· ILINC http://www.ilinc.com
· Placeware http://www.placeware.com
· Knowledge Universe http://www.knowledgeu.com
Centra Software, Inc.

Centra Software Inc. is a privately owned company based in Lexington, MA. The firm places itself as an Interactive Distance Learning service provider. Its main product is called Symposium and is marketed as a virtual Sales Team Training Solution. The executive management of the company is originally from Lotus Development. Recently Price Waterhouse Coopers has partnered with Centra to extend value-added services with Web-based Learning and Collaboration

ILINC (Interactive Learning, Inc.)

ILINC is a privately held company based in Troy, NY. It was founded in 1994 with capital coming from Intel and a venture capital company. The company sells videoconferencing-based tools for distance training. Its customers include Office Depot, Aetna, Lucent Technologies and MCI.

Placeware, Inc.

Placeware is a privately owned spin-off from Xerox PARC, founded in 1997. The company offers a product called Auditorium - a live, Web-based presentation solution for field communications, customer seminars and presentations. Placeware’s main customers are Cisco Systems, Sun Microsystems and Hewlett-Packard.

Knowledge Universe, Inc.

Knowledge Universe was founded in 1996 by Larry Ellison from Oracle and Michael Milken, a former junk-bond king. Knowledge Universe is a holding grouping several companies associated with distance education. The offer includes all forms of educational products including media content, knowledge delivery, corporate training, etc. The company had 1998 revenues in the amount of $1.2 billion.

Sales forecast

Based on International Data Corporation report, Table1 shows expected market volume to the year 2002. The table also shows expected share of WebWisdom.com, which is estimated given the following information:

· currently there are 4 significant players;

· existing companies have been operating for 2-5 years.

Year
Total sales 

[mln]
Software segment share

[%]
Software segment sales

[mln]
WebWisdom share

[%]
WebWisdom sales

[mln]

1996
$186
50%
$93
0.0%
$0.0

1997
$400
30%
$120
0.0%
$0.0

1998
$600
27%
$162
0.0%
$0.0

1999
$1,000
26%
$260
0.0%
$0.0

2000
$1,900
25%
$475
1.0%
$4.8

2001
$3,400
24%
$816
2.0%
$16.3
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2002
$5,500
23%
$1,265
5.0%
$63.3

Table 1: Forecast for online distance learning market

Figure 1: Forecast for online distance learning market
Independent sources, such as Forbes or US News magazines also preach significant increase of online learning market.

Pricing

Lecture publishing

We assume the following prices for the recording and publishing services:

The conversion and synchronization of a lecture
$10,000 / 1.5h of content

Deployment and maintenance
$500 / month

Live training

We assume the following prices for the live training services:

Initial setup
$10,000 / setup

Group and material setup 
$5,000 / setup

Session monitoring
$5,000 / session

The pricing model described above is developed to encourage our clients to pay incrementally for the services they need. This model will differentiate us from the competition that charges its clients for the software creating high start-up costs.

Because of the specific of the educational market (some universities might have difficulties with paying high prices for the software) we allow individual agreements with such institutions and discounts up to 50% of the original prices.

Promotion

Because WebWisdom.com has yet to grab the market share in the distance education market the promotion effort is essential for the company success. In order to achieve the high visibility the company is going to use several methods of promotion:

· Presentations at the universities planning to get involved in the distance education programs.

· Advertisement in the magazines – this will focus on the magazines addressed to the human resources and training managers in the big companies. 

· Attendance to the HR and trainers conferences

· Mailing sample versions of the software to the identified training professionals.

The main goal of the advertising effort is to create awareness among the people that would directly benefit from the services offered by WebWisdom.com. We do not plan to contact IT departments and try to sell them our services, but rather get in contact directly with the human resources and training personnel.

Controls

The main controls used will be the numbers of services requested. WebWisdom.com should control separately each of its offers (asynchronous delivery and on-line training). Any difference in each of the lines should be analyzed. In case the demand for one type of service greatly exceeds the other one company should consider focusing on the profitable line and abandoning other services.

Operations

Activities

WebWisdom's day-to-day activities will include:

· R&D or software development;

· initial setup of capturing or collaboration software and hardware at the client site;

· processing, indexing, and Web publishing of client's content;

· on-line monitoring and support for running sessions.

Research and development

Rapidly changing technologies and software for use with the Internet necessitates constant monitoring and upgrading of supporting software components. Even though clients may not realize differences between particular technologies, it is expected that they will insist on cutting-edge solutions in order to avoid future obsolescence problems. For this reason technology scanning, evaluation, benchmarking, and reverse engineering are going to be ongoing activities throughout WebWisdom's operation. Although company will market and deliver services, it will need to develop supporting software based on the most up-to-date technology. Character of research and past experience in software development suggests organic structure for this unit, whose normal way of concept evaluation will be through fast prototyping. However implementation of ready to use components implies strict procedures for evaluation, control, and tests. The group will have to work in this dualism, while clearly defined responsibilities will help avoid confusion. In particular, in order to control quality of created software, formal rules will be developed to govern tests and release management. At the beginning the group will have to closely cooperate with marketing and support people to define functional user interfaces.

Remote activities

The firm's image will be largely shaped by technicians travelling to clients, to setup recording or collaboration infrastructure as well as to provide comprehensive training for lecturers and other system users. It will be of great importance to hire both technically knowledgeable and customer friendly and communicative staff for these positions. WebWisdom members will hold these positions initially.

Data processing

Repetitive tasks of processing clients' media and publishing it will be performed by hourly-paid personnel whose size will be adjusted to demand. Because of probable variations in short-term demand, employment in this group will be kept low and over-hours paid during peak demand.

Support

Dependable computer infrastructure and reliable link to Internet are vital to smooth functioning of the company. WebWisdom will hire experienced IS manager agreeing to maintain infrastructure up and running 24x7. Otherwise, the company operations are independent from outside suppliers, vendors, etc. 

Capital

Facilities

Currently the firm is located in Syracuse, NY. However, moving to a different location will be considered depending on business conditions.

The particular facility should have fast connection to the Internet. The main work equipment will be computers in a number slightly exceeding the number of employees. Extra computers are needed as test beds of various potential configurations at the customer site. Technicians visiting customers and direct marketers will use laptop computers. In addition, video processing and networking hardware will be needed.

Financing

WebWisdom will adopt a rule of immediate payments for its commodity-like services i.e. for the lecture publishing. Client will have to send the VCR tape together with the payment. For services delivered over extended periods of time, WebWisdom will charge pro rata as the service is being rendered. Otherwise, WebWisdom will be flexible in terms of payment to accommodate the customs of its different clients (corporate vs. university). Thus, it is estimated to keep accounts receivable levels at about 25% of sales.

Based on financial analysis the company requires financial contribution of $2mln, which should ensure smooth startup and long -term viability. The projected capital structure of the company assumes financing only through equity. We expect to acquire necessary funds from venture capital sources, offering about 40% of company's equity.

Human Resources

Founders

The founders of the company all come from the academic background and have the strongest experience in software research & development operations. While the experience gathered in the academic field might be helpful in running business (e.g. using already existing contacts with the industry) the current management of WebWisdom.com acknowledges their insufficient competencies in the area of marketing. 

Personnel

In addition to the four managers we assume a need for the following additional personnel:


CEO from the venture capitalist


3 managers (R&D, marketing, operations)

7 Research & Development engineers

1 webmaster

1 graphics designer

7 marketing and sales people

7 technicians for the initial setup and session monitoring

2 staff for data entering

2 telephone operators

2 office assistant

It is expected that technical personnel will need to double in the third year of operation.

Table 2: Emplyement


2000
2001
2002

Management
4
5
8

R&D engineers
5
6
8

Webmaster
1
2
4

Marketing and sales
7
10
14

Technicians
7
10
14

Data entering staff
2
4
6

Support personnel
4
5
7

Compensation and incentive program

We assume the following compensation levels:

CEO
$120,000/year

Manager

$80,000

R&D Engineer, Webmaster

$60,000

Sales & Marketing, Setup & monitoring staff
$40,000

Office assistant

$30,000

Data entering technician

$30,000

Because the main goal of WebWisdom.com is building the long-term relationships with its clients and serving their knowledge distribution needs, it is important that the company representatives (both technical and sales) maintain high level of professionalism. In order to achieve this goal WebWisdom.com is going to offer its customer representatives a commission program based on the customer satisfaction.

In addition to the basic compensation as described above, the company will incur expenses in the amount of  about 40% of the basic salary for employee benefits programs and bonuses.

Equity distribution

WebWisdom.com will be organized as a Limited Liability Company. The equity will be divided between managers (10% per person) and senior engineering staff (3% per person) – total of 58%. The remaining 42% is available for the potential strategic investors.

Financial Plan

The following plan presents projected financial data of WebWidom.com operations. All numbers are in thousands of dollars unless stated otherwise.

Break-even Analysis

Table below summarizes the beak-even analysis. During the first year of operations WebWisdom.com needs $3,500,000 of sales to break even.

Figure 2: Break-even Analysis
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Projected Profit and Loss

The annual estimates of WebWisdom.com profits and losses is included below. For the detailed quarterly pro-forma income statement see the appendix 

Table 3: Projected Profit and Loss






2000

2001

2002












Sales




4,800 

16,300 

63,300 


Direct Cost of Sales



1,256 

4,600 

17,500 


Other



0 

0 

0 

Total Cost of Sales




1,256 

4,600 

17,500 

Gross Margin




3,544 

11,700 

45,800 

Gross Margin %




73.8%

71.8%

72.4%












Operating expenses










Sales and Marketing Expenses











Sales and Marketing Payroll



460 

820 

1,670 


Advertising/Promotion



310 

630 

1,100 


Public Relations



120 

240 

530 


Travel



160 

340 

480 

Total Sales and Marketing Expenses




1,050 

2,030 

3,780 












General and Administrative Expenses











General and Aministrative Payroll



761 

1,540 

3,200 


Depreciation



110 

270 

440 


Leased Equipment



0 

0 

0 


Utilities



30 

75 

150 


Insurance



20 

65 

135 


Rent



60 

180 

420 


Other



10 

35 

75 

Total General and Administrative Expenses




991 

2,165 

4,420 












Research & Development Expenses




720 

1,100 

1,500 












Total Operating Expense




2,761 

5,295 

9,700 












Earnings before Interest and Taxes




784 

6,405 

36,100 

Interest Expense Short-Term




0 

0 

0 

Interest Expense Long-Term




0 

0 

0 

Earnings before Taxes




784 

6,405 

36,100 

Taxes Incurred




313 

2,562 

14,440 

Net Profit




470 

3,843 

21,660 

Projected Cash Flow
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The cash flow projections are extremely important for the success of WebWisdom.com. In order to maintain positive cash balance it is essential to obtain venture capital funding in the amount of $2,000,000. The summarized monthly cash flows during the first year of operation are presented on the figure 1. Table below include annual cash flow estimation. Finally, the appendix includes detailed monthly numbers. The analysis shows safe cash levels throughout the analyzed period, ensuring financial stability of the whole venture.

Figure 3: Cash Analysis

Table 4: Projected Cash Flow






2000

2001

2002

Net Profit




470

3843

21660

Plus:











Depreciation



110

280

440


Change in accounts payable



40

180

620


Current Borrowing (repayment)



0

0

0


Increase (decrease) other liabilities



0

0

0


Long-term borrowing (repayment)



0

0

0


Capital input



2000

0

0

Subtotal




2150

460

1060

Less:











Change in account receivable



940

1160

8100


Change in other short-term assets



70

210

540


Capital expenditure



320

500

420


Dividends



0

0

0

Subtotal




1330

1870

9060

Net cash flow




1290

2433

13660

Cash balance




1290

3723

17383

Projected Balance Sheet

Both the annual balance sheet presented below and detailed forms included in the appendix confirm healthy growth of the company.

Table 5: Projected Balance Sheet






2000

2001

2002

Assets











Short-term assets











Cash


1290

3723

17383



Accounts receivable


940

2100

10200



Other short-term assets


70

280

820


Total short-term assets



2300

6103

28403













Long-term assets











Capital assets


320

820

1240



Accumulated depreciation


110

390

830


Total long-term assets



210

430

410












Total assets




2510

6533

28813












Liabilities and Capital











Short-term liabilities











Accounts payable


40

220

840



Short-term notes


0

0

0



Other short-term liabilities


0

0

0


Total short-term liabilities



40

220

840













Long-term liabilities



0

0

0


Total liabilities



40

220

840













Capital











Paid in capital


2000

2000

2000



Retained earnings


470

4313

25973



Earnings


0

0

0


Total capital



2470

6313

27973

Total liabilities and capital




2510

6533

28813












Net Worth




2470

6313

27973

Business Ratios

WebWisdom.com is expected to maintain healthy business ratios. The projected values are included below.

Table 6: Business Ratios





2000

2001

2002

Profitability Ratios: 









           Gross Margin 



73.8%

71.8%

72.4%

           Net Profit Margin 



9.8%

23.6%

34.2%

           Return on Assets 



18.7%

58.8%

75.2%

           Return on Equity 



19.0%

60.9%

77.4%

Activity Ratios 









           AR Turnover 



5.11

7.76

6.21

           Inventory Turnover 



0.00

0.00

0.00

           Accts Payable Turnover 



120.00

74.09

75.36

           Total Asset Turnover 



1.91

2.50

2.20

Debt Ratios 









           Debt to Net Worth 



0.02

0.03

0.03

           Short-term Liab. to Liab. 



100%

100%

100%

Liquidity Ratios 









           Current Ratio 



57.50

27.74

33.81

           Quick Ratio 



57.50

27.74

33.81

           Net Working Capital 



$2,260

$5,983

$27,663

Additional Ratios 









           Assets to Sales 



0.523

0.401

0.455

           Debt/Assets 



0.016

0.034

0.029

           Sales/Net Worth 



1.943

2.582

2.263

Appendix A

Table A-1. Projected Balance Sheet







2000


2001

2002







Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec
Jan-Jun
Jul-Dec
Jan-Jun
Jul-Dec

Assets














Short-term assets














Cash


1242
1131
1103
1290
1186
3723
6937
17383



Accounts receivable


60
290
560
940
1340
2100
4100
10200



Other short-term assets


16
34
52
70
174
280
550
820


Total short-term assets



1318
1455
1715
2300
2700
6103
11587
28403
















Long-term assets














Capital assets


320
320
320
320
820
820
1240
1240



Accumulated depreciation


29
56
83
110
250
390
610
830


Total long-term assets



291
264
237
210
570
430
630
410















Total assets




1609
1719
1952
2510
3270
6533
12217
28813















Liabilities and Capital














Short-term liabilities














Accounts payable


6
15
27
40
110
220
440
840



Short-term notes


0
0
0
0
0
0

0



Other short-term liabilities


0
0
0
0
0
0

0


Total short-term liabilities



6
15
27
40
110
220
440
840
















Long-term liabilities



0
0
0
0
0
0

0


Total liabilities



6
15
27
40
110
220
440
840
















Capital














Paid in capital


2000
2000
2000
2000
2000
2000
2000
2000



Retained earnings


-397
-296
-75
470
1160
4313
9777
25973



Earnings


-397
-296
-75
470
1160
4313
9777
0


Total capital



1603
1704
1925
2470
3160
6313
11777
27973

Total liabilities and capital




1609
1719
1952
2510
3270
6533
12217
28813















Net Worth




1603
1704
1925
2470
3160
6313
11777
27973

Table A-2. Projected cash flows 2000











2000












Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Net Profit




-250
-100
-47
-30
20
111
50
70
101
130
170
245

Plus:


















Depreciation



11
9
9
9
9
9
9
9
9
9
9
9


Change in accounts payable



2
2
2
3
3
3
4
4
4
4
4
5


Current Borrowing (repayment)



0
0
0
0
0
0
0
0
0
0
0
0


Increase (decrease) other liabilities



0
0
0
0
0
0
0
0
0
0
0
0


Long-term borrowing (repayment)



0
0
0
0
0
0
0
0
0
0
0
0


Capital input



2000
0
0
0
0
0
0
0
0
0
0
0

Subtotal




2013
11
11
12
12
12
13
13
13
13
13
14

Less:


















Change in account receivable



0
20
40
55
70
105
70
90
110
110
130
140


Change in other short-term assets



4
6
6
6
6
6
6
6
6
6
6
6


Capital expenditure



320
0
0
0
0
0
0
0
0
0
0
0


Dividends



0
0
0
0
0
0
0
0
0
0
0
0

Subtotal




324
26
46
61
76
111
76
96
116
116
136
146

Net cash flow




1439
-115
-82
-79
-44
12
-13
-13
-2
27
47
113

Cash balance




1439
1324
1242
1163
1119
1131
1118
1105
1103
1130
1177
1290

Table A-3. Projected Cash Flow 2001-2002






Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec
Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec

Net Profit




300
390
1029
2124
2500
2964
6000
10196

Plus:














Depreciation



70
70
70
70
110
110
110
110


Change in accounts payable



30
40
50
60
80
140
190
210


Current Borrowing (repayment)



0
0
0
0
0
0
0
0


Increase (decrease) other liabilities



0
0
0
0
0
0
0
0


Long-term borrowing (repayment)



0
0
0
0
0
0
0
0


Capital input



0
0
0
0
0
0
0
0

Subtotal




100
110
120
130
190
250
300
320

Less:














Change in account receivable



150
250
320
440
800
1200
2500
3600


Change in other short-term assets



53
51
53
53
135
135
135
135


Capital expenditure



500
0
0
0
420
0
0
0


Dividends



0
0
0
0
0
0
0
0

Subtotal




703
301
373
493
1355
1335
2635
3735

Net cash flow




-303
199
776
1761
1335
1879
3665
6781

Cash balance




987
1186
1962
3723
5058
6937
10602
17383

Table A-4. Projected Profit and Loss






2000


2001

2002






Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec
Jan-Jun
Jul-Dec
Jan-Jun
Jul-Dec

Sales



300
1100
1400
2000
6000
10300
20000
43300


Direct Cost of Sales


90
320
410
436
1900
2700
6000
11500


Other


0 
0
0
0
0
0
0
0

Total Cost of Sales



90 
320 
410 
436 
1,900 
2,700 
6,000 
11,500 

Gross Margin



210 
780 
990 
1,564 
4,100 
7,600 
14,000 
31,800 

Gross Margin %



70.0%
70.9%
70.7%
78.2%
68.3%
73.8%
70.0%
73.4%














Operating expenses












Sales and Marketing Expenses













Sales and Marketing Payroll


115 
115
115
115
410
410
835
835


Advertising/Promotion


100 
50
60
100
290
340
400
700


Public Relations


60 
20
20
20
50
70
240
290


Travel


40 
40
40
40
150
190
210
270

Total Sales and Marketing Expenses



315 
225 
235 
275 
900 
1,010 
1,685 
2,095 














General and Administrative Expenses













General and Aministrative Payroll


190 
190
190
190
770
770
1600
1600


Depreciation


35 
25
25
25
135
135
220
220


Leased Equipment


0 
0
0
0
0
0
0
0


Utilities


8 
8
8
8
37
37
75
75


Insurance


5 
5
5
5
33
33
67
68


Rent


15 
15
15
15
90
90
210
210


Other


3 
3
3
3
18
18
37
38

Total General and Administrative Expenses



256 
246 
246 
246 
1,083 
1,083 
2,209 
2,211 














Research & Development Expenses



300 
140
140
140
800
300
1000
500














Total Operating Expense



871 
611 
621 
661 
2,783 
2,393 
4,894 
4,806 














Earnings before Interest and Taxes



(661)
169 
369 
903 
1,317 
5,207 
9,106 
26,994 

Interest Expense Short-Term



0 
0 
0 
0 
0 
0 
0 
0 

Interest Expense Long-Term



0 
0 
0 
0 
0 
0 
0 
0 

Earnings before Taxes



(661)
169 
369 
903 
1,317 
5,207 
9,106 
26,994 

Taxes Incurred



(264)
68 
148 
361 
527 
2,083 
3,642 
10,798 

Net Profit



(397)
101 
221 
542 
790 
3,124 
5,464 
16,196 

Appendix B

 WebWisdom Software Graphical User Interfaces Examples
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Figure 3. TANGO Interactive sample applications.

Figure 4. LecCorder
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