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Course Description: 

This course provides a glimpse into the world of venture capital and decisions involved in launching new ventures and how substantial wealth is created.  Students will assume the role of a venture capitalist (associate) and perform the due diligence functions necessary to invest in new high tech venture opportunities.  

The subjects covered should help answer the following investor questions:


Is this a good business opportunity?


Is this a good investment opportunity?


What is the company’s pre-money valuation?


What is the expected IRR and dilution after two rounds of capital?


How much is needed to launch the venture if the market lags in its adoption?


What is the fastest way to liquidity for the investor?


What is my compensation as a VC if the company achieves its milestones?

Objectives:

The student should able to a) evaluate a basic small business opportunity, b) maintain a conversation with a professional investor, and c) have a sense of the issues and challenges involved in launching a new enterprise.

Online Web Environment, Process & Grading:

Students will be given access to leading-edge web environment for interaction among peers and the instructor.  The web site ishttp://www.seattleu.edu (actual web link discontinued).

The User ID is the first letter of your first name and complete last name: User ID: jdoe, Password: jdoe 

Students are encouraged to share knowledge, questions and answers among each other online in order to solve the class assignments.  Students may use any resources found on the web site and/or may contribute their own resources (i.e. outside web links, documents, files, etc.) for others to use and benefit from.  As a venture capital associate in the real world, students are STRONGLY encouraged to mentor each other to arrive at the solutions before contacting the instructor.  

The online environment allows for tracking of activities, such as threads and messages which will be an indication of which students are more helpful than others.  There is no penalty for frequently requests for information – the problems are very difficult and it is not expected that students will have all the answers (in fact, the more requests, the better).   There is no such thing as “cheating” in this class, but collaboration.

There is a penalty for non-cooperation (i.e. not responding to another student’s request for information) and hoarding of knowledge. Sharing of information that is known to be false and misleading will result in immediate failure (as it would in the real world).

This is intended to be a knowledge-sharing environment, therefore those who share and contribute the most will be recognized in a form of “class participation”.   This is also intended to be a fun environment, so sharing of jokes that are clean and “professional” is considered acceptable behavior that helps stimulate the mind and relieves stress.

Grading will also depend on active participation in class as well as performance on the Case study, Quiz and Final Exam.

Instructor Policy

The instructor is available to provide direction in person or on the phone – only after a student has worked with at least two other people before submitting a request online.  However, the instructor will reply to individual message requests online.  While the instructor is absolutely available to answer questions, the objective is to promote group interaction and self-problem solving.  Phone calls or office hour meetings may be scheduled with the Instructor online and will likely be returned in a conference call with requesting students unless scheduling conflicts prevent all parties from being on the call.

Required Reading:

High Tech Startup, John Nesheim

“Equity Marketing 101”, Environmental Business Canada

“The Venture Capital Method”, Harvard Case Study

Reference Materials: Available online.

Required Computer Resources & Skills: 

Web access, Mac or PC computer with Microsoft Office (ie.Word, Excel, and Powerpoint).  

Experience with Word (or like word processor), Excel, and a browser (Netscape or Internet Explorer) is required.  Powerpoint and Adobe Acrobat is optional.  

Students need to be sure to allow a half hour to download the appropriate java applets to enable the project-net environment and another hour to become familiar with how to use it.

Class Schedule

April 19
Introduction


Class discussion will explore the fundamental principals of the case.


Assignment: Read “The Venture Capital Method” and model Exhibit 9 in Excel.


E-mail in “Turn in Exhibit 9 Here” folder on Project-net no later than 6pm Sunday, April 25, 1999.


Also Read: 

a) Equity Marketing 101 (Environmental Business Canada). 

b) Chapters 5, 6, 7, 9 of High Tech Startup

c) www.vcapital.com
Browse:

a) www.kpcb.com
b) www.accel.com
c) www.voyagercap.com
d) www.maveron.com
e) www.encompassventures.com
f) www.nvca.org
g) www.garage.com
h) www.nvst.com
i) www.ventureone.com
j) www.investext.com
k) www.freeedgar.com
l) www.idcresearch.com
April 26
Reading Quiz


Class discussion: 



Venture Funds & Angel Networks



Due Diligence Research Sources



Deal Screening:




Business Model Analysis




Market Validation




Organization Development



Interviewing Management

Scalability & Lock-in

Financial Analysis

Equity Structuring & Dilution Analysis

Valuation & Returns Analysis


Assignment: Analyze New Deal (handed out online)

May 5
Class Discussion: New Deal Review


Guest Speaker: Investor presentation


Final Exam: Screen a Deal
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