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Project Overview

You’ve gotten the call. Your chance to enter the venture capital business, working as an associate in one of the nation’s leading firms – Way Cool Ventures (“WCV”). Visions of general partnership, fancy cars and expensive suits pass your mind’s eye. But there’s a catch…

You are going to have to prove that you have what it takes. And that means preparing and presenting an investment recommendation as part of a small team. You will all be working on the PolyTronics due diligence team.

PolyTronics seems to be the kind of deal that WCV likes to do but is it a deal that it should do?

Desired Outcomes

The project is the practical expression of the readings, in-class projects and outside assignments. Our goals are:

· Develop an overview of a company, its products, markets, comparables and competition

· Describe the mechanics and key ideas underlying diligence and valuation

· Understand venture deal terms

· Prepare simple diligence, comparables and exit analysis

· Present an effective, to-the-point investment recommendation

Remember, the recommendation report and presentation must include

· A clear, concise view of the company and its attractiveness as a venture investment

· Diligence and research that clearly supports your recommendation

· A compelling investment recommendation based on the research you have completed

These three points form the basis of your grade. Your decision to recommend or pass on the investment will not be considered.

Project Components

There are deliverables, in the form of homework assignments and in class presentations, due throughout the semester.  Each deliverable is, unless otherwise indicated, graded as a homework assignment or part of your project grade.  This section outlines the deliverables and due dates.

Frameworks – We will brainstorm on what kind of diligence is possible during class. The idea is to figure out what sorts of questions we should ask. Teams will be able to use any of these ideas or come up with their own.  The goal is to frame the effort, keeping our discussions on diligence frameworks in mind, required to get to an investment decision.  

Teams Formed – You choose your teams. There will be five people per team (one team will have four).  Your team list must be submitted at the end of the 10.1.02 class session. Teams, once formed, cannot be remixed!  

Diligence A (Markets) – In this assignment, you will research the market for the PolyTronics products. Who are the potential customers? How many of them are there? How big is the market and by what measure? How healthy are the customers? Is the market growing?  

Diligence B (Comparables) – In this assignment, you will research the advanced materials industry and try to determine what comparable companies look like. Who are the comparables? On what basis?   

Diligence C (Competition) – In this assignment, you will look for PolyTronics competitors. Who are they? What is the basis for competition? How many of them are there?  The details of the assignment will be described in a separate homework assignment.

Draft Presentation (Diligence) – This is your chance to present brief summaries of each area of diligence you are working to complete. The focus is on distilling lots of information into compelling points that reflect “good diligence” as we have defined it.

Draft Recommendation (Company Summary) – This is your chance to get feedback as you develop your recommendation. The focus is on presenting background information. You will review the plan and decide which components are the most important to present in an investment recommendation.

Final Recommendation – This is a three to five page document that describes the company, reviews key issues and diligence and makes an investment recommendation.  It includes copies, as an appendix, copies of your final diligence memos and any other supporting information that you choose to include.  The recommendation is due at the beginning of class on 12.03.02.  More information will be distributed on the format and contents of the recommendation. 

Final Presentation – The teams will present their recommendations to a panel of people that regularly make and listen to investment pitches.  The presentation will be submitted at the beginning of class on 12.03.01.  More information will be distributed on the format and contents of the presentation.

You will present your recommendation in class on 12.03.01 with order presentation chosen randomly. Which means, of course, that everyone should expect that they would be the first one up and be prepared accordingly.  The panels will choose the team they deem to have presented the most consistent and compelling pitch.   

Project Timeline

The deadlines, as listed in the syllabus, for each project deliverable are:


Deliverable


Due

Note

Teams Formed


10.02.02

Ungraded, in class

Frameworks and Overview
10.08.02

Ungraded, in class

Diligence A


10.15.02




Diligence B


10.22.02

Diligence C


11.05.02

Draft Presentation

11.12.02

In class

Draft Recommendation

11.12.02

In class

Final Recommendation

12.3.02



Final Presentation

12.3.02

In class

The deliverables will help you to pace your work and allow time for feedback from me and course corrections should your team need it.  

Grading

Your draft presentation and recommendation will account for 10% of your grade. I will use in grading:

· Presentation – have you demonstrated that you understand the key issues in producing good diligence?  

· Recommendation – have you demonstrated that you can distill the key points out of a business plan and present them?

Your final presentation will account for 25% of your grade. The factors I will use in grading are:

· Demonstration – does the presentation demonstrate an understanding of the company, its product, market, customers, competitors and comparables?

· Clarity and Completeness - does the presentation provide a complete, clear and concise overview of the company, its product, market, customers, competitors and comparables?

· Preparation – is each member of the team able to answer questions regarding the details of the company, the diligence and the recommendation?  

· Presentation -- is the presentation free of clerical, arithmetic and presentation errors.

Your final recommendation will account for 25% of your grade. The factors I will use in grading are:

· Demonstration – does the recommendation demonstrate an understanding of the company, its product, market, customers, competitors and comparables?

· Diligence and research summary - does the recommendation provide a complete, clear and concise overview of the diligence and research performed and their impact on the recommendation?

· Clarity and completeness of analysis – is the recommendation analysis complete and clear in all relevant areas necessary to produce a good recommendation?

· Recommendation – does the investment recommendation present a compelling case based on the diligence research?  

· Originality and creativity – has the team displayed originality and creativity in its  presentation and is the presentation free of clerical, arithmetic and presentation errors?

See additional handout for grading weights.

Final Thoughts

You will be working under the same conditions as associates taking on their first assignment in a venture capital firm. You probably don’t know a great deal about the industry, technology or markets you are researching.  You have limited time and resources and your primary source of information will be the Internet and whatever other contacts you can come up with.  You are unsure of just how you will be evaluated.  

You will answer many of these questions in the course of the semester. And I encourage you to think creatively, using the framework that we have created over the last month. And remember that you have an advantage that most new associates don’t. You can ask as many questions and get as much feedback as you want, whenever you want. I encourage you to do so.

Rules Related to Company Contact

Once a week, one person from each group will have the opportunity to ask two questions or ask for two pieces of information of the PolyTronics team via email.  The request must be directed to me as CEO.  If the request or question requires too much time then you will be notified and you can ask another question or request another piece of information. The questions cannot be used to answer the diligence assignement.
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