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Executive Summary

	Mission
	The purpose of Madrona Solutions is to revolutionize reunion management services by leveraging the power of the Internet.  The Internet-based Application Service Provider model has rendered in-house client-server event management obsolete.  This paradigm shift has opened up a large market, allowing a new entrant into the product category to capture the leadership role.  Madrona’s value proposition is unique because it offers the flexibility of a completely custom solution with the cost and the maintenance advantages of a standardized product.

	Partnership Sought
	Madrona seeks a partnership with an established company in the educational sector.  This partnership will be mutually beneficial, connecting Madrona to a trustworthy direct sales channel and providing the partner organization with a lever for its existing Internet and data solutions.

	Target Market
	Madrona will sell its event management solution as an annual subscription service, providing predictable, reoccurring revenue.  The educational event management services niche is a multimillion-dollar annual market.  It is large enough to be lucrative, yet sufficiently distinct to be safe from commoditization.  The application service provider (ASP) business model will allow Madrona to maintain high software industry net margins while providing its clients with exceptional service.

	Management
	Eric Kennedy, Principal of Madrona Solutions, has had extensive experience developing event management systems.  He developed his first event management system in 1997 for an Internet presentation software company.  He has spent the last two-and-a-half years refining an event management system for the Association of Yale Alumni (AYA).

	Defensibility
	The barriers to entry in this niche are significant, as a solution that can accommodate all of the complex client requirements demands at two years of development by a team of programmers, managers and testers.  Competitor entry is further stymied by the non-intuitive nature of client needs, as a partial solution is useless.  Madrona’s position will fortify with each client win, ultimately precluding the entry of viable competitors.

	Strategic Relationships
	Madrona has a major strategic relationship with Yale, a top-tier institution in the educational market.  Because Yale has adopted Madrona’s system, it has a vested interest in Madrona’s success.

	Objective
	The partner organization can leverage its direct-sales force to greatly accelerate the adopting rate of the service within its existing customer base.  Madrona’s contribution will be to endeavor to win 100 clients by the end of 2004, with an average client billing of $10,000 per year.  It conservatively estimates 50% pretax net margins for this $1 million in revenue.


Company Overview

The Association of Yale Alumni (AYA) has successfully used Madrona’s software for the past two years to provide:

· a more convenient registration process for alumni

· quicker confirmations

· better communication with outside providers

· prevention of hotel and childcare overbooking 

· immensely more valuable reunion evaluations

Eric Kennedy began working with the AYA in the spring of 1999.  He had been volunteering for the student paper, the Yale Daily News, and the editors were so impressed with his work on the paper’s website and article system that they offered to redesign the AYA’s website.  While the agreement between the AYA and YDN provided for only a very simple, single-screen online registration function, Eric chose to dedicate hundreds of unpaid hours to provide the AYA with an online registration system that could handle all aspects of Yale’s reunions.  The system went live in March 2000, and 28% of reunion attendees registered online.  Inspired by that success, in April 2000, the AYA proposed contracting with Eric’s sole proprietorship to build an event management system.  The new system was to replace the custom FileMaker database reporting system that the AYA used to track registrations and generate reports.  

In March 2001, the new system went live, processing thousands of registrations, 41% of which were directly deposited in the database as online registrations.  In June 2001, a web-based survey was rolled out that allowed the AYA to correlate all aspects of an individual’s registration with his or her survey responses.  The convenience of the web form increased survey responses by nearly 30%, to a total response rate of 44%.  

After the system went live in March, Eric decided that the advantages of Internet-based event management were so compelling that many other institutions would be interested in such an offering.  He spent the summer and fall of 2001 working out of an office in his mother’s house, carefully researching and refining the business model and service offering.  

Company Vision

The purpose of Madrona Solutions is to revolutionize reunion management services by leveraging the power of the Internet.  The Internet-based Application Service Provider model has rendered in-house client-server event management obsolete.  Internet-based event management offers advantages that in-house client-server systems simply can’t match.  Madrona intends to capitalize on this paradigm shift to take the leadership role in the educational event management services market.

Service Offering

Madrona Solutions offers event management software as a yearly subscription-based service.  We provide customers with a set of tools to allow online registration, planning, reporting, and evaluation of reunions and other complicated events.  Madrona’s browser-accessible software allows companies to avoid expensive administration and maintenance expenses by outsourcing all of the complexity of installing and maintaining the software to Madrona.  This proprietary system design scales very well, allowing Madrona to offer a much better value than could be achieved with conventional, in-house client-server systems. 

Unique Value Proposition

Madrona’s value proposition is unique because it offers the flexibility of a completely custom solution with the cost and the maintenance advantages of a standardized product. While the advantages of electronic communication are very compelling, an Internet-based event management system needs to offer an extremely high level of customization to meet the needs of all institutions.  The core of Madrona’s system is designed to provide a high degree of user-based customization, so the same database code can be used for all institutions.  Madrona realizes that it is not feasible for a system to offer complete customization without some specialized report programming.  But it dramatically limits the amount of custom programming required by designing its system to accommodate custom reports without changes to the core database system.  Conceptually, Madrona’s system is like an operating system, with a standard core and specialized, device-specific drivers.  With Madrona Solutions, institutions can focus on achieving the customizations they need without reinventing the wheel.  

Madrona will have two specific service offerings, Reunion Registration and Reunion Resource Planning.  Reunion Registration is a continuous innovation, providing online registration with no specialized reporting for institutions that want a gradual transition to Internet-based event management.  Once they are comfortable with the technology, they can upgrade their system to the full-fledged Reunion Resource Planning level with the click of a mouse.  

Proprietary Position

Our unique intellectual property is the source code of the software used to host the service.  In addition to the complexity of the software itself, Madrona has created innovative solutions to event management problems.  Madrona believes it is the only company to provide incremental reporting, allowing alumni organizations to manage reports of incrementally new, changed, canceled, or otherwise distinctly marked records.  

Strategic Marketing

Madrona’s offering competes in the event management services product category of the educational sector of the software industry.

Previously, institutions had two options for computerized event management:

1) custom client-server systems

2) add-on event management modules for client-server financial development suites

As the AYA and other institutions can attest, custom client-server systems cost too much to build and maintain.  Event-management add-on modules require the purchase of the extremely costly development suite, excluding smaller institutions and those with existing development software commitments.  In Yale’s case, the commitment to its existing financial development system required that it develop separate systems for event management.  

The overriding problem with previous event management offerings is that they don’t offer constituents any convenience over non-computerized methods.  Previous event management offerings have simply acted as a storage system for paper-based systems.  

What institutions need and want is a system that provides a convenience to their constituents with a predictable cost of ownership.  Electronic communication enables the giant leap in convenience, and an outsourced ASP-model allows the predictable cost of ownership.  With Madrona’s system, institutions can communicate directly with their constituents without the inconvenience and delay of postal communications.  Response times can drop from weeks – especially for overseas alumni – to mere hours, and the amount of time it takes constituents to register, confirm and fill out surveys is also reduced dramatically.

Target Market Universe

The educational niche that Madrona will target initially is a subset of the whole event management services market.  Madrona identified that niche as the best place to leverage the strategic relationship with Yale.  Instead of carpet-bombing our sales and marketing material throughout the entire event management services market, Madrona will focus on achieving the leadership role in our niche.  A market share majority will allow Madrona to set or defend higher prices than competitors, greatly simplify the sales process, and provide exceptional economies of scale.  Only after Madrona has achieved the leadership role will we actively court institutions outside of our niche.  

Sales Strategy

Madrona will illustrate to prospective customers that there is a paradigm shift underway which will transform event management.  Existing event management offerings can utilize the client-server architecture to its fullest and still not offer anywhere near the benefits of the ASP-based system.  Even if companies with existing offerings produced an ASP-based system, they could not completely commit to the new system, limiting its effectiveness.  As consumers gain comfort using online systems for everything from vehicle registration to travel planning, the need for an Internet-based event registration system will become abundantly clear.  

Madrona will describe the specific benefits of its system, which provides:

· a more convenient registration process for alumni 

· quicker confirmations

· better communication with outside providers

· prevention of hotel and childcare overbooking 

· immensely more valuable reunion evaluations

· effortless telecommuting and other remote access

Switching to Madrona’s system is a snap, as adding client machines requires only entering a link into any browser-equipped computer on the network.  The IT department will love the idea, as Madrona’s offering relieves the burden of managing a client-server system.  The institution’s management will love the first-rate service and easy budgeting.  Constituents will find the convenience and intuitive interface irresistible.  Even constituents who choose not to register online will benefit from always available and easy-to-find event information and maps.

Sales Cycle

To shorten the sales cycle and improve the adoption rate, Madrona offers the Reunion Registration package as a stepping-stone toward the full-fledged system.  As a continuous innovation, the Reunion Registration package will allow customers to offer online registration without immediately changing their event management system.  To encourage adoption of the Reunion Resource Planning package, upgrading will be a painless process that can be initiated at any time.  Although the full-fledged system is more than twice as useful as the Reunion Registration package, its price will only be double the registration-only system to encourage institutions to upgrade.

The sales strategy will be to sell the features of the Reunion Resource Planning system, but offer the Reunion Registration system as a compromise for institutions that want a gradual transition.  This strategy is inspired in part by the AYA’s experience, as the AYA adopted online registration a year before full-fledged online reunion management.

Whole Product

In high tech marketing, the whole product is the minimum set of products and services necessary to ensure that the target customer will achieve his or her compelling reason to buy.  The following diagram illustrates the whole product for Madrona’s service offerings, with Madrona’s contributions in gray:
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The great advantage of an ASP-based event management system is that it requires no specialized client software, greatly simplifying the additional demands of the whole product.  Madrona makes its service easy to buy with its attention to clients’ whole product needs.

Market Penetration

Madrona intends to be the leader in the event management services market, capturing 50% of the new sales within its niche.  The key aspects of Madrona’s competitive arsenal will be its proven event management system, the trustworthy direct-sales force in the partner organization, the option to adopt online registration before the full-fledged event management system, and a singular dedication to its market niche.  

The Competition

Madrona faces two types of competitors: business-oriented event management companies and online ventures from directory publishing firms.  Competitors in the event management services market design their offerings for businesses, since businesses compose the vast majority of the $100 billion meetings market.  The field of competitors with existing products in the ASP-based event management services market is composed of Cvent, Event411, SeeUThere, B-There, and RegWeb.  Of the latter four companies, Event411 was the selected as the best overall offering by a panel at the 2001 MeetingsWorld conference.  (Cvent was invited but did not attend.)  Cvent and Event411 appear to be the most formidable competitors, although their current clients are predominately businesses.  

Cvent charges a $2,000 to $50,000 licensing fee upfront, and then collects a transaction fee on all registrations.  Event411 also charges an upfront licensing fee, and then charges an additional fee per attendee.  Since each company has its fair share of clients, one would have to assume that the two companies have roughly similar price structures.  In that case, both companies’ offerings would cost significantly more than comparable solutions from Madrona.  

If the Internet is the answer for event management services, why is Madrona’s offering uniquely positioned to handle the needs of the educational market?  Reunions involve different needs than business meetings, including idiosyncratic childcare, customized reports, and hidden event options.  With thousands of people meeting on the same weekend, inflexible event management systems can’t go the distance.  Only Madrona’s system is designed to provide the flexibility of a custom system with the reliability and predictable cost of ownership of a standardized product.  In addition to Madrona’s more reasonable price structure, institutions with existing relationships with the partner organization would be able to simplify their vendor relationships.  Further, because of Madrona’s focus on the educational market, Madrona’s services could be seamlessly integrated with the other Internet and data services of the partner organization.  

The primary competitor from the educational directory publishing industry is Publishing Concepts, which is developing the ealumni.com site. PCI is preparing a suite of electronic offerings that includes Internet-based reunion management.  However, the promotional website for PCI’s online alumni offerings is incomplete, and their reunion registration appears to lack some of the features of a complete event management system.  When it’s released, PCI’s offering will be a highly disruptive service, as institutions will have to abandon their current event management systems to offer online registration.  In contrast, Madrona offers a continuous innovation with its Reunion Registration system.  Institutions can offer online registration while gradually transitioning to the full-fledged Reunion Resource Planning system.  This crucial advantage will make Madrona’s system much more appealing to educational institutions.

Business Model 

Madrona Solutions has a subscription-based business model, where customers pay for the service at periodic intervals.  Instead of making a physical delivery of software or equipment, Madrona would host clients’ event management system on a colocated webserver.  Because an institution can be added to Madrona’s system with only the click of a mouse, Madrona can scale the business much more rapidly and for a much lower cost than a company that must provide physical delivery.  The ASP business model eliminates the need for expensive software and hardware-oriented technical support, without significantly increasing the number of administrators required. 

Under the traditional software business model, upgrades and/or additional copies of the product are sold to existing customers to provide ongoing revenue.  The advantage of the subscription-based model is that it provides predictable, ongoing revenue.  (The most successful software companies, such as Microsoft and Oracle, are moving their licensing model toward subscriptions for precisely this reason.)  While some larger universities may subscribe multiple times to provide separate sites for their college and professional schools, most customers will only buy one subscription to the service.   

In addition to the subscription fee, Madrona would receive consulting revenue from the creation of custom reports for institutions whose needs transcended the user-customizable features.  Madrona and the partner organization would also offer training seminars to get customers up and running fast.  

Pricing

The Reunion Registration package is expected to cost $495 per month, or $5,940 per year.  It can be used for as many events as a school has during the year.  Madrona’s high-end offering, Reunion Resource Planning, is $995 per month or $11,940 per year.  It includes all of the features of the Registration package, while offering an advanced reporting platform to meet each institution’s specific planning needs.  Of the two options, Reunion Registration is priced higher relative to its features to encourage institutions to upgrade to the full-fledged system.  Custom report programming could be billed on either a fixed-price or hourly basis.

Technology

Madrona Solutions has spent the last two-and-a-half years developing a robust solution for online registration and event management.  Building on Eric Kennedy’s experience developing distributed architectures at Netpodium and SafariDog, Madrona’s system provides mission-critical reliability with rapid development and simplified maintenance.  Madrona’s system utilizes Microsoft SQL Server as its database and data processing engine; the most complex features are implemented as stored procedures to dramatically improve performance.  Microsoft Internet Information Server (IIS) with Microsoft Windows 2000 Server run the web layer, which is composed of approximately 100 Active Server Pages files that provide the user experience and capture user data.

The following diagram illustrates how Madrona’s system interoperates:
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Although SQL Server 7 has been unfailingly reliable throughout the past two reunion cycles at the Association of Yale Alumni, a second machine with SQL Server can be clustered with the one in the above diagram to provide a fail-over option.

Scalability

Because the performance demands of online registration and event management are rather modest, many institutions can be deployed on the same IIS and SQL servers.  Each institution can set up a special registration subdomain (e.g.https://reunions.myschool.edu), making Madrona’s servers appear to be part of the institution’s network.  

Operations

As a software business, the primary operations of Madrona Solutions involve developing and maintaining our proprietary event management system.  The deep understanding of the needs of our prospective customers and the real-world experience of developing a system for Yale’s alumni association has greatly accelerated the company’s progress on this front.  In addition to further development efforts, Madrona Solutions will increase its sales and marketing communication with prospective customers.

Headcount Growth

To the extent that it is possible, cost savings can be achieved by including employees from the partner organization on aspects of the service offering.  The direct sales team will be entirely derived from the partner organization, as will individuals with marketing and financial duties.  The product team will be composed of individuals with the following responsibilities: 

2 system administrators for Windows 2000+ Server, SQL and IIS

2 SQL and ASP developers

1 program manager

In all likelihood, the amount of system administration required will be modest enough that existing system administrators at the partner organization can assume those responsibilities.  

Management

The company was founded in March 2001 and is managed by Eric Kennedy, whose software industry experience spans three software startups over five years.  He built his first event and contact management system as a summer intern in 1997, and it was so successful that it was still a vital sales tool for the 20 person direct sales force when his employer was sold for $37 million in 1999.  Yet he has also experienced the harsh realities of independent software companies first-hand, providing an invaluable lesson in the vagaries of the marketplace and the importance of profitable business models.  Eric’s work experience and his studious following of leading business publications have imparted in him a strong understanding of the operational details that are fundamental to every business.

At Yale, he redeveloped the website for the Yale Daily News, the nation’s Oldest College Daily, from static pages to dynamic content by integrating a relational database.  He joined the 2001 Editorial Board as the Online Editor and managed a five person staff.  In addition, he built and ran an online store for Yale goods, which produced more than $1,000 in revenue per month during his tenure.  

As part of an agreement between the Yale Daily News and the Association of Yale Alumni, Eric developed a customizable Alumni home page and simple online registration system.  The AYA was so impressed with the quality and consistency of his work that they decided to contract with his sole proprietorship to rework the registration system into a complete event management system.  This system provided the idea for Madrona Solutions’ current offering.

Prior to Yale, he attended Seattle’s Lakeside School, alma mater to Bill Gates, Paul Allen, Craig McCaw, and many other technology visionaries.  Eric’s 1998 graduating class voted him First to Make a Million.  

Financial Statements 

This forecast assumes that Madrona partners with another organization in the educational market at the beginning of 2002.  Given that assumption, the number of clients at the end of each calendar year is predicted to be as follows:

	Service
	2002
	2003
	2004

	Reunion Resource Planning
	5
	25
	65

	New clients for R.R.P.
	5
	10 new,

10 upgrades
	10 new,

30 upgrades

	Reunion Registration
	15
	35
	35

	New clients for R.R.
	15 new
	30 new
	30 new

	Client Total
	20
	60
	100


These revenue predictions assume that Reunion Registration and Reunion Resource Planning cost $495 and $995 per month, respectively.  Sales costs are 15% of revenue.

	
	2002
	2003
	2004

	Revenue
	clients
	
	clients
	
	clients
	

	Reunion Resource Planning
	5
	59,700
	25
	298,500
	65
	776,100

	Reunion Registration
	15
	89,100
	35
	207,900
	35
	207,900

	Custom Programming
	 
	10,000
	 
	25,000
	 
	32,500

	Totals
	20
	158,800
	60
	531,400
	100
	1,016,500

	
	
	
	
	
	
	

	Cost of Goods Sold
	 
	10,000
	 
	30,000
	 
	50,000

	
	
	
	
	
	
	

	Gross Margin
	
	148,800
	
	501,400
	
	966,500

	
	
	
	
	
	
	

	Expenses
	
	
	
	
	
	

	Payroll
	
	110,000
	
	200,000
	
	250,000

	Marketing
	
	5,000
	
	10,000
	
	10,000

	Sales (15% of revenue)
	
	22,320
	
	75,960
	
	147,600

	Finance & Operations
	
	15,000
	
	15,000
	
	15,000

	Depreciation
	 
	2,000
	 
	4,000
	 
	8,000

	Total Expenses
	 
	154,320
	 
	304,960
	 
	430,600

	
	
	
	
	
	
	

	Pretax Income
	
	(5,520)
	
	196,440 
	
	535,900 

	
	
	
	
	
	
	

	Income Taxes
	 
	0 
	 
	59,862 
	 
	182,206 

	
	
	
	
	
	
	

	Net Income (Loss)
	 
	(5,520)
	0 
	136,578 
	0 
	353,694 

	
	
	
	
	
	
	

	Gross Margin %
	
	93.70%
	
	94.35%
	
	95.08%

	Pretax Net Margin %
	
	-3.48%
	
	36.97%
	
	52.72%

	Net Margin %
	
	-3.48%
	
	25.70%
	
	34.80%


 Appendix I: Legal

Eric Kennedy’s sole proprietorship was registered in January 1997 under the trade name Trireme Services.  Eric later registered Madrona Solutions as an additional trade name.

Item 4.f of the consulting contract between Eric Kennedy’s sole proprietorship and the AYA concerns the legal ownership of the work of Trireme Services:

f. Proprietary Nature of Work.  Client agrees that work product of Trireme Services is proprietary, and agrees not to transfer or sell it to any third party without prior written consent of Trireme Services. Notwithstanding the foregoing, Trireme Services agrees that Client has the right to use, alter and/or supplement the work provided by Trireme Services to Client, and Trireme Services agrees to cooperate with Client in providing any code or other work product created by Trireme Services and which Client reasonably needs in order to use, alter and/or supplement the work.

Ricardo Chavira and Eric Kennedy signed this contract, dated April 24th, 2000.  
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