ACME.com – The Solution for ACNE Management

Overview

ACME solves vexing coordination, management and communication problems in ACNE transactions by automating much of the ACNE process.  Today, that process can involve over a dozen players and is driven by phone calls, post-it notes and faxes; it is rife with lost documents, missed deadlines and lawsuits.  ACME already has buy-in and firm price agreement from key customers and will be the dominant market player, with 75% margins and $50 million in revenue in three years.

ACNE ( The Problem 

When ACNE transaction occurs in the U.S., it is managed via the existing ACNE process, where one or more companies manage the workflow, coordinating all money, documents and events between the various parties.  Unfortunately, what used to be a relatively simple ACNE process has become an extremely complicated nightmare of procedures, documents, inspections, negotiations, regulations, and communications, leading to extensive delays, frustrations, extra costs and lawsuits. The paperwork has more than quadrupled in the last ten years, with employees and offices buried in files three to four inches thick.  The parties involved are growing increasingly diverse and include the bogs, frogs, hogs, dogs, lenders, benders, and several fenders.  The result is an environment replete with opportunities for delay, error, lost revenue, extra costs, and lawsuits, to wit:

· A misplaced frog, due to cumbersome paper files, delays a lender.

· A missed deadline, due to the lack of a dependable hog system, delays a bender.

· Due to the lack of a formal tracking system, the ACNE company is unable to prove that they did the work, for a particular fender.

· An unsigned or undelivered bog, due to the lack of a reminder system, delays a dander.

· One, or any combination of the above kills the transaction and the ACNE company is sued.

ACME - The Solution

The ACME web-based system coordinates this entire ACNE process by integrating with the existing internal management systems providing several critical features that are missing today:

· Clean multi-way communication between all parties, via the web, email, faxes, and paper documents.  Parties, especially the buyer and seller, are automatically notified whenever there is ACNE activity, alleviating repeated phone calls in today’s environment.

· Multi-party access to various aspects of the ACNE, especially the ongoing documents.  A security system manages appropriate access, but any party can via view, request, and submit documents as appropriate to their role. 

· Event and notification management for all parties, using web interfaces, email, faxes, paper, and potentially phone calls to notify various parties of upcoming or past due events.  This significantly reduces the chances of missed document deadlines, a major source of problems and lawsuits in today’s process.

· Assignment management helps track who is responsible for what and when, issuing notifications and alerts when things are missed or about to be missed.  

· Document management, in concert with existing systems, to archive all documents, activities, and events.  This includes managing paper files, emails, and scanned images.  This also solves a major problem of getting emailed documents with no follow up paper copies, since the system tracks them separately. 

· Integration with existing management systems, which build upon the information available and maximizing escrow coordinator productivity.  Using a semi-custom XML interfaces to the small number of management systems, ACME continuously monitors all ACNE data in the core systems, eliminating the need for re-keying of data and insuring that documents presented to various parties are up to date and accurate.

The Market & Environment

Sales of existing ACNE in the U.S. is nearly 1 million transactions per year
.  Today an ACNE company receives $5-1,000 per transaction to perform all of the ACNE functions, a $4 billion industry.  At ACME’s confirmed pricing of $100 per transaction, that is an initial addressable market of $100 million.  

ACME’s customers are the ACNE companies, of which there are 500 of these firms in the U.S., in three tiers:

· There are three large players Alpha, Beta, and Zulu, that comprise 40% of the market, each firm handling 200,000 transaction per year.  Discussions are underway with two of the three.  

· In the middle are about 200 firms that handle between 5,000 and 50,000 transaction per year, making 50% of the market.  Discussions are underway with several firms in the Northern California area.

· The remaining 10% of the market is made up of very small firms, typically with only 2-5 employees and handling only 1,000-5,000 transactions per year.  While they can easily benefit from ACME’s system, they are not an initial sales focus.

In almost all firms, purchase decisions of this nature are made at the most senior levels.  The sales cycle is 3-6 months and ACME is already well along this path with several companies, both large and small.  The biggest roadblocks are cost and integration issues.

Execution

ACME’s success is directly dependent on execution in two areas:  integration and sales/marketing.  The sales and marketing task is fairly straightforward, since there are only 500 target companies, the industry is fairly well interconnected, and word spreads fast.  Nearly all customer contacts to date have resulted in immediate expressions of interest and continued discussions.  The largest challenge is likely to be pricing, since the average customer will be paying ACME $250,000 per year; it will be incumbent upon ACME to demonstrate significant value from early customers, probably at reduced prices, to convince the bulk of the industry to sign up.

Integration is another challenge, since most ACNE companies run internal systems of varying quality.  ACME’s strategy is to place an interface software component on each customer’s site that translates each customer’s data into XML for transport to/from the ACME core systems.  Installing, maintaining and supporting this on-site software will be a major cost component as the customer base grows, although ACME management has significant experience in this area.

The growth strategy is to start with Northern California ACNE companies of medium size, since they are easily accessible and not too large to start with, eventually progressing to affluent, well-connected markets such as Seattle, L.A. Boston and D.C. and then nation-wide.  ACME also expects one or more large companies to sign up early on, executing a phased roll-out strategy, starting with a few California offices and progressing nationally.  ACME management has considerable experience in this type of implementation.

Costs grow only moderately with growth, with much of the extra expense in the support infrastructure, mostly in additional people to assist in the installation and support for an increasing customer base.  In addition, new customers requires additional interfaces to their systems and costs will increase there over time as a larger staff is needed to maintain evolving interfaces over the long term.  Additional servers and other resources are also needed to accommodate growth, but these are small factors.

ACME’s technology strategy is to use off-the-shelf products and technologies, such as WebLogic JAVA application servers and Oracle databases.  There is nothing in the ACME system that requires unusual technology or skillsets among its employees.  The only challenging aspect of the system is rapidly creating interface modules that integrate into the customers’ core systems.  This should not be overly difficult as most of those systems are small and very simple, often Microsoft Access based.  By using a modular approach and translating everything to XML, ACME will leverage its code base and knowledge by only customizing small portions of the interfaces.

Revenue

ACME’s primary initial revenue stream is from transaction fees, which range from $5-15 per transaction.  With 22% of the market in three years and processing 90,000 transactions per month, ACME projects over $20 million in trailing revenue in year three.  

Additional revenue comes from installation fees, professional services and training.  There are also monthly minimums on the transaction fees, which are especially important with smaller customers.  

Costs are relatively flat once scale is achieved at around 20,000 transactions/month, at about $5 per transaction, declining to $3.50 per transaction above 50-60,000 transactions/month.  At volume, this translates into a net margin of 86%.  Even if revenue in half and costs double, the margins are still a decent 44%.

Competition

This is a space still in its infancy and while on-line LIPSTICK systems are common, ACNE is far more complex and requires extensive knowledge of the issues, processes and regulations involved. The competition for ACME takes three flavors:

· There is only one other direct player in the space, ZubDub.  This VC-funded firm has made a major and possibly fatal mistake by purchasing an ACNE company to carry out their operations.  This makes them a competitor to our customers, preventing them from being used by other ACNE companies.  This is a relationship business and while existing firms feel threatened by ZubDub, none would ever give them any business.

· In addition, there are companies that have played in this space, including:  Chanel, which has attempted to sell Internet services to ACNE companies, TupperWare is proposing a transaction coordination system for ACNE users, 7-Eleven also proposes a transaction coordination system for ACNE buyers.  None of these systems are effective in this space.

· Internal development is competitive threat.  The larger firms have all at least initiated internal systems that handle a few features of the ACME system, principally allowing buyers to request ACNE on-line and frogs and hogs to view some status information.  No existing or even planned systems comprise the broad functionality in the ACME systems and these firms are very interested in what ACME has to offer them.

· Doing nothing new is certainly competition, as the process has operated this way for decades.  This will likely be the route of choice for many smaller or change-resistant firms.

Current Status

The ACME Web System is already under development, including work with initial customers to establish exact customer needs and system requirements is ongoing.   A demonstration version of the product is available, while the production implementation is scheduled for early 3rd quarter, 2001.

Funding

ACME is raising seed capital of $1,500,000, which will be used over the first eight months to:

· Complete the first version of the ACME system 

· Launch with a limited set of initial customers

· Hire additional technical and executive management team 

· Acquire additional office space 

· Begin execution of marketing strategy

Management Team

· Larry

· Curly

· Moe
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