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•
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presentations.

The other three members also contributed to the development of the venture:

Nathan Canright-General Manager
Nathan coordinated group meetings and oversaw the development of company milestones
to ensure timely and quality completion. He served as the point person for
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Ahmad was responsible for organizing the venture’s financial information. He developed
financial projections, ratios, and statements for the team. He also researched the realworld costs our venture would occur in day-to-day operations.

ABSTRACT:
This honors dissertation examines the impact the company ValueXchange places on
society. By scrutinizing what occurs after ValueXchange performs its core function of
connecting small business owners with private lenders, the dissertation identifies alternative
benefits that are created out of the core function. The primary benefit is when small businesses
are able to obtain loans, they can continue to innovate, survive, and contribute to the local
communities where they operate. Secondarily, when small businesses have the ability to receive
loans to fund growth efforts, they create jobs and keep markets for products competitive for
consumers. ValueXchange does, however, create trade-offs for society; ValueXchange may
entice uniformed parties to take on the risks of receiving and providing a loan. Further analysis
reveals, however, that the ValueXchange business model mitigates these trade-offs. The last
component of the dissertation addresses the companies that have entered into the business of
loans before ValueXchange. ValueXchange is unique from these earlier entrants in the value it
provides for society. After the holistic analysis of the role ValueXchange has in creating
alternative value, the paper concludes that in the company’s pursuit for profit, ValueXchange is
of mutual benefit to its customers and society at large.

VALUEXCHANGE: THE VALUE BEYOND THE FINANCIALS
By
JEFFREY CARNEY SANDELL

ValueXchange is in the business of exchanging contact information. Small business
owners in need of a loan are matched with individuals with money who are interested in lending.
The business owners benefit from the loan because they can use the money to expand their
business. The individuals benefit from lending because they earn interest on the money of the
loan. Once both parties are interested in receiving each other’s contact information,
ValueXchange will release it to both parties for a fee. ValueXchange also makes money by
charging the small business borrower a fee in order to use financial software that is similar to
QuickBooks. The software ValueXchange provides for borrowers helps them to organize their
financials. ValueXchange does more than make money, however. ValueXchange creates
alternative value that does not necessarily appear on a financial statement.
The primary benefit that ValueXchange creates is to encourage people with wealth to
provide aid to local small businesses. By lending to a local small business, people with wealth
help to ensure that local businesses thrive and local communities remain sustainable.
ValueXchange takes pride in encouraging lenders to give a loan to a business that is doing well,
as it would be more likely to pay back a loan, but just because a business is not struggling today
does not mean it will not struggle tomorrow. Providing a loan to business can mean the
difference between continued success and failure.
A small business may have enough money to survive day-to-day operations, but that does
not mean it has the money in the bank to make a significant capital purchase. For example, a
small consulting company may have a business model that meets the majority of customer needs
and is profitable, but is beginning to lose customers to big businesses that have ERP systems.

Companies with ERP systems can manage their business and customers better, so it is natural
that this consulting firm would want one. However, according to Thomas Wailgum of CIO.com,
a Tier II ERP system costs, on average, $3.5 million (Wailgum). Tier II ERP systems are
appropriate for small businesses, Tier 1 systems like SAP and Oracle cost even more. Instead of
getting a loan, suppose the consulting company saves a little at a time to be able to afford a Tier
II ERP system. In the time it takes to save up the money the consulting business could lose
customers because customers begin to expect the service companies with ERP systems can
provide. Once the small consulting business has the ERP system up and running, they may have
a hard time attracting customers back. The customers may not want to experience switching
costs, so they stick with the big business. Without customers, the small consulting company
struggles and eventually closes. Although the small consulting company was doing just fine,
without the ability to adjust with the changes in technology, the company became obsolete and
eventually failed.
Another important component of the primary value is that local businesses tend to
contribute to society locally. Although a world economy has developed, there are certain
expenditures and purchases that need to be made locally. A business that operates in a small
town has to pay taxes to that small town. If a company stays in Indiana, instead of failing or
moving to another state, the corporate tax of 8.5% will stay in the state of Indiana (Federation).
Employees of this business need to buy food, housing, and entertainment locally as well. When
a lender finds a business using ValueXchange and eventually gives a loan, the lender may be
helping one small business directly, but indirectly helps multiple local small businesses, and thus
local communities. According to the Small Business Administration, small businesses generate
over half of the USA’s non-farm GDP; ValueXchange is a great way to help ensure this GDP
production is spread out to many communities nationwide (Kobe).

Although the primary benefit of ValueXchange is to help local small businesses survive
and contribute to the local communities, there are secondary benefits ValueXchange creates as
well. If small businesses expand and grow, so do jobs. According to Emergent Research, small
businesses create anywhere from 60-80% of America’s net jobs each year (Ockels). Since
lending to a small business can create profit for a lender, in the form of interest, ValueXchange
can encourage lenders to do something good for people even if the lender is motivated by profit.
Job creation is a tremendous form of charity because it is a reoccurring source of money.
While a single charitable donation is great, it only lasts as long as the money given in the
donation can last. Although a loan can be seen as a onetime donation, if it funds an expansion
that leads to more people being hired, the loan essentially created a reoccurring money supply for
people. Granted, in order for this job to be a reoccurring source of money it needs to be a job
that satisfies a need. The fact that businesses using ValueXchange are ones looking to expand
implies that the businesses think there is more demand out there that will make new jobs
sustainable. Simply giving people checks requires constant charity, but investing in people (or
businesses) can lead to job creation, which might be the greatest charity of all.
Another secondary benefit of ValueXchange is to help ensure that the marketplace for
products remains competitive. Economics explains that when there are many businesses in a
certain product market, the market has qualities of perfect competition. In perfect competition,
firms compete by keeping prices low and offering quality products. However, in markets where
there are only a few competitors, consumers lose because the few competitors have increased
control over industry supply and pricing power. ValueXchange, by getting small businesses in
contact with lenders, can help ensure that small businesses survive and provide competition for
the big competitors. As mentioned earlier, the loans are not intended to help a struggling
business, but provide loans for small businesses to expand and acquire new technologies to

remain competitive with big business. Keeping small businesses alive, keeps competition alive,
which is of great benefit to consumers.
Although ValueXchange creates positive benefits for the world, there are potentially
negative trade-offs that the company may create. One trade-off ValueXchange creates is
potentially introducing business owners to private loans when they do not understand loan
complexities. A savvy, not very nice lender can design a loan structure to get more return on
money in a way the business owner might not understand. For example, a business owner can
agree to an adjustable interest rate and not understand that going from 15% in interest to 25% is a
lot more money. Also, a lender can put fine print in the contract that is not in the best interest to
the business owner. The lender could require the business owner put something as collateral,
and that item up for collateral may be worth more than the loan itself. If a lender knows a
business is not one that should be getting the loan, the lender can facilitate a loan expecting the
business to default on the loan. The lender can be entitled legally to this piece of equipment.
There is no requirement on loan expertise in order to be a borrower on ValueXchange, so this is
a potential trade-off.
ValueXchange lessens this trade-off by providing resources for the borrowers to help
them in the loan process. One way ValueXchange does this is refer business owners to SCORE.
SCORE is a nationwide collection of non-profit small business consulting firms sponsored by the
Small Business Administration. A SCORE counselor can give advice, for free, about the terms
of the loan and let the borrower know if they are favorable. Also, the ValueXchange website
provides, as part of the membership fee be a user of the site, legal documents. The documents
will be ones that both parties can use to facilitate the loan. The documents will be simple but can
hold up in court. If a borrower does not know how to set up a loan agreement, as ValueXchange
is not involved in loan facilitation, these standardized forms will help mitigate the trade-off of
not being knowledgeable of the loan process.

Another trade-off ValueXchange creates is exposing lenders to businesses that are not
viable to pay back a loan. A lender might think a business is a good business that will pay back
the loan when this is not necessarily the case. According to the Small Business Administration,
the loan default rate of small businesses on the SBA loans was 12% in the last year (Maltby).
This number might not seem very high, but SBA loans have very favorable terms for the
borrower which should make them easier to pay back. Individual lenders might not be able to
provide loans at as favorable terms as the Small Business Administration. If the business fails
and never pays back the loan, the lender is essentially punished for making an effort to help. In
the end, lenders have put their money into something that no longer exists. It would be very
unfortunate if this experience not only discourages lenders from future loans but discourages
them from doing any more charity ever again.
ValueXchange mitigates this trade-off through the financial software that is provided on
the website. Borrowers take their sales, costs, etc and input them into the program. The
software converts that raw information and turns it into financial statements and ratios that truly
spell how well a business is doing. The ability to see these numbers in a professional,
streamlined manner will help the lender understand the health of a business. Lenders should not
be required to go off of gut feel if a business is a good lending opportunity; they deserve to have
some numbers to look at and analyze in order to mitigate the risk of default.
The banking industry is a technology benchmark that already serves as a solution for
small business owners to obtain a loan. Large banks are not just another solution; they are the
largest solution out there. Bank of America, JP Morgan, and Wells Fargo alone combined to
lend $31 billion to small businesses in 2009 according to FOX Business (Davidson). Large
banks are clearly seen as the current answer for business loans.
ValueXchange offers additional value that the big banks cannot provide. Banks are
locked into standards for their business loans that are set by managers and directors. For

example, Steve Ponzo from Wells Fargo stated that the company prefers to give loans to business
owners with a credit score of at least 690 while not going below 640 (Ponzo). Say a business
owner has a credit score of only 620 but has a business that is thriving, what is he or she
supposed to do? Fortunately, the lenders that use ValueXchange have the luxury to determine
which businesses might be a good candidate for a loan; despite the fact the owner may have a
low personal credit score. Big banks are in it only for the profit; individual lenders on
ValueXchange are people that want to get their money back but they also want to do good things
with their money. These lenders could have used their money to make more money in other
ways but they choose to go this route because it was a combination of profit and helping. Banks
have stockholders to respond to, so they need to be creating the most profit to drive up their
stock price. They do not have the luxury of seeing the alternate value in lending to small
businesses, but individuals do.
Prosper.com and LendingClub.com are other web solutions that already help people
obtain loans from individuals, not banks. These sites differ from ValueXchange; however,
because the sites have people all over the country contribute a small amount to a loan. The sites
pool that money together, and then deliver it to the borrower. These sites are a great tool to
diversify the risk of lending, but offer little in terms of verification if the person receiving the
money is legitimate or not. For lenders, actually getting the contact information and meeting the
business owners may tell them something about their likeliness to pay back a loan. In addition to
using the objective information the software provides, lenders can use their subjective instincts to
determine who would be a good candidate for a loan.
Having conducted a thorough alternative value assessment of ValueXchange, what does
it all mean? The bottom line is that in the pursuit for profit, ValueXchange creates social
benefits to society. Primarily, ValueXchange helps business owners find loans so those
businesses can keep up with change and continue to succeed. When small businesses stay alive

it is of benefit to local communities and the nation as a whole. Alternatively, by keeping these
small businesses thriving, ValueXchange helps to create jobs and to keep markets for products
competitive. Although ValueXchange does create certain trade-offs, such as introducing
uniformed borrowers and lenders to the business of loans, the company takes significant steps to
mitigate these trade-offs. ValueXchange is by no means, however, the first to be a solution for
business owners to obtain loans, as banks and other websites already do this. Although there
may be competition out there, ValueXchange is unique in that it brings people together in a way
that they mutually benefit while creating alternative value for the world at the same time.
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A Timely Intersection
of Unfavorable
Circumstances
Imagine yourself as a small business owner. When the local economy starts to collapse, you're the first to feel the pinch. In fact, you
realize that you are so intertwined in the local economy that, when business isn't supplying the cash flow you need, you look
elsewhere, to banks and other institutional lenders to save your business. Due to the subprime mortgage crisis, credit is currently very
tight and it has become more difficult to secure these loans; banks have created more stringent lending practices that sometimes
leave small businesses out of the equation. The banking industry’s drive to turn a profit often detracts them from helping the “little
guy.” Because of this, the traditional means of securing a loan through a big bank is not a viable option for many businesses. It can be
difficult for them to find sources of capital to sustain or expand their businesses.

The Innovative valueXchange Solution
Good news, valueXchange is a web-based solution for both small business owners and potential lenders. The company empowers
small business borrowers to create a profile on the valueXchange website for a fee, detailing who they are, their background, and a
summary of their business and its current practices. In addition to this, the borrower completes a loan application using our
proprietary financial software that provides lenders an in-depth statement of their financing needs and the current health of the
business. Individual and institutional lenders search businesses and offer to assist their financing needs through loans at interest rates
that are mutually attractive. valueXchange adds value to the peer-to-peer and private lending markets by offering a large base of
potential partners that are of great interest to our niche market of targeted borrowers and lenders. The valueXchange process forms a
wealth of exceptionally focused information that has not been accessible in such an interactive and sensible format ever before. The
company allows customers to communicate anonymously on the valueXchange website and, for a fee, acquire contact information for
the other party if significant interest has been expressed. Loan facilitation is handled by third parties, so the company’s liability ends
after contact information has been provided. The idea is simple, the process is intuitive, and the opportunity for profit is tremendous.

Our Competition & the Peer-to-Peer/Private Lending Market Environment
As peer-to-peer and private brokerage market leaders, Prosper Marketplace and FundingPost maintain a broad focus, allowing
individuals to post requests and relative information for personal financing. The competition does not provide in-depth information on
the borrowers for lenders nor do they provide educational resources for business owners. We believe that this presents a viable
opportunity because of the tremendous potential for industry growth (estimated to be $5.8B by 2010), and because of our multiple
sources for revenue derivation (including transaction fees, application fees, and advertising sales).

Significant Competitive Advantages
Our small business focus and information organization software provides a higher level of transparency than other sites can offer. We
take additional measures to protect our lenders by verifying the legitimacy of the business and by providing them with complete
financial data, giving them a more accountable measure of risk. The search for qualified borrower candidates is tedious and, in many
cases, inefficient through traditional means for the individual. Our services take a giant step out of the “weed-out” process by
educating borrowers, manipulating their complete financials to provide relevant ratios, and allowing lenders to search businesses by
criteria such as industry or age of business. Our entrance into the industry is timely. We are not too early nor are we too late to take
advantage of the reorganization of the credit market. There is an opportunity to still capture a sizable part of the market.

A Quick Look at Key Financials
Year 1

Year 2

Year 3

Year 4

Year 5

2,000

4,000

30,500

153,000

305,000

Revenue

$98,000

$195,000

$1,458,000

$7,286,000

$14,572,000

Operating Expense

$202,000

$277,000

$890,000

$2,697,000

5,830,000

EBITDA

($99,000)

($81,000)

$570,000

$4,591,000

$8,744,000

Service Units Sold

Our Funding Proposal
Significant market research corroborates the existence of two important factors influencing the quality of this opportunity: (1) bank
lending is down, and (2) the peer-to-peer lending business model is performing admirably in this stringent economic environment,
creating a timely intersection of circumstances that present an opportunity for us to enter the market. In order to successfully
continue to expand our business in year 2 and expand nationwide beyond year 3, the company seeks initially funding of 800,000 in two
separate tranches. The first tranche of $200K will help the valueXchange launch. As we continue our plan to expand nationwide at the
beginning of year 2, an additional $600K in the second tranche will be needed. With over 17 years of combined formal training as
entrepreneurs, significant marketing and management experience with Fortune 500 companies, a strong and diverse advisory team of
academics, pragmatic business persons, and successful entrepreneurs, and reliable & trustworthy legal counsel, we ask for your
partnership. Please contact us for more information.
4534 East 28 Street Tucson, AZ 85711
(520) 548-1687
valueXchange@googlegroups.com
Copyright © 2010 valueXchange Corporation. All rights reserved.
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A Tremendous Opportunity
Small business lending is down, leaving business owners unable to secure financing critical to their
business. Despite efforts to revive the credit market, the Small Business Administration approved
less than 45,000 loans in 2009, down 36% compared to last year and 56% from 2007.
The recent economic downturn is largely responsible for the decrease in loans and the increase in
demand for loans. Although there will be an economic recovery that will lead to more lending, the
impact of the recession will forever change the requirements banks will have to grant a loan. Ben
Bernanke confirms this notion in an interview in TIME magazine, “we got into trouble in the first
place by banks making loans that couldn’t be repaid, so we don’t want banks to make bad
loans….we want to work with the banks to make sure that they balance the appropriate prudence
and caution against the need to make good loans for the economy, and for their own profits.”

Fiscal Year

Number of Loans Provided by the SBA in
Arizona

2007

110,312

2008

78,364

2009

47,915

Even when economic conditions do pick up again, the rules for lending will be different. It will be
more difficult for a small business owner to secure financing through the traditional means of a
bank. The bottom line: with all that has transpired, small business owners need another way to
secure loans for their businesses for the unforeseeable future.

The valueXchangeTM Solution
The Company’s Mission
valueXchange Corporation is an Arizona-based company developing a website that allows small
business owners to get connected to potential lenders and petition for interest-bearing loans from
any individual or institution interested in investing through peer-to-peer and private lending
markets. The company’s mission is to create the United States’ most intuitive, open, transparent,
and durable market for nontraditional business loans by ensuring that transactions are financially
and socially rewarding for borrowers and lenders across the nation, and by establishing a clear line
of sight between the lender’s investment and borrower’s underlying business uses.

Service Offerings

valueXchange’s core business function is to link potential lenders with small businesses that are
seeking financial assistance. Any registered small business has the opportunity to register on our
website. As a peer-to-peer and private lending networking site that uses an online forum to
develop social connections that are mutually beneficial for both parties, we allow borrowers to
make a profile detailing who they are, their background, and a summary of their business and its
current practices. They post a loan request, an in-depth statement of their financing needs, and

My name is Jodie. I’m
a local florist. My
business has been
doing well lately,
despite the economic
conditions. I want to
expand by offering a
flower delivery
service, which means
I’ll need to purchase a
delivery truck. I went
to a local bank
expecting to qualify
for a loan. To my
dismay I was denied!
Now the future of my
business is uncertain
and I am at a standstill
in terms of expansion.
I need to find other
means of attaining
capital or I will have to
put off expansion.

Meet Gary
TM

valueXchange

creating opportunities

wait for lenders to find them. Their need can be as simple as “$1K to purchase a new espresso
machine” or as sophisticated as “$40K to assist in expansion or renovation,” and beyond.
In addition to creating a profile, the borrower fills out a financial information application, which
will allow lenders to gain insight into the credibility and risk factors accompanying their business.
This information will be presented to potential lenders in an easy-to-read format that allows them
to compare many applicants across any number of given criteria ranging from net income to their
inventory turnover ratio. The site boasts proprietary software similar to those employed by
Quicken and other financial accounting software providers that makes the application process
almost completely automated. Borrowers will be required to use this online software if they wish
to make use of the company’s extensive lender contact base, and will pay valueXchange an
application fee to do so.
Lenders will have two options: (1) they can be presented with potential borrowers that match
criteria the lender has provided the site, ranging from industry to lifecycle of the business or (2)
they can easily review any potential borrower’s application and decide to provide the financial
capital they need, expecting to profit from the loan. Borrowers and lenders are free to
communicate anonymously on our site for an unlimited amount of time in order to develop a
basis for continued relationship development. Both the borrower and lender will have digitally
signed an agreement precluding exchanging contact information each other while in this
anonymous forum. The lender’s interest will be conveyed to the borrower, who can then decide
whether or not to exchange contact information that requires a finder’s fee payment to
valueXchange. From there, the borrower can contact the lender off-site, using any method they
find most effective. This marks the point where the company’s involvement in the deal between
the borrowers and lenders will end. As an additional service for our customers, we plan to offer
free templates for many of the legal documents involved in facilitating the loan process. These
templates will be developed by third party legal professionals who will maintain responsibility for
the content therein and liability for any issues arising thereof.
The borrowers get connected to interested lenders quickly and easily. In the end of the
valueXchange process, the borrower may have been given the chance to save their business, the
lender has gained interest on his money, and both the borrower and the lender have created real
social value having helped the economy. valueXchange automates the private lending industry,
acting as the bridge that spans the chasm between community business owners and lenders – a
platform for the creation of real opportunities for value exchange.

Customers & Target Markets
valueXchange is a web-based solution, making access to its services and products available to
people worldwide. However, valueXchange will target the Arizona community for the first two
years. The purpose of this limitation is to keep expenses down while testing the valueXchange
concept. Marketing and promotion is more affordable when focusing on a particular region than
nationally.
Once valueXchange is successful in Arizona and the best marketing mix is determined,
valueXchange will target customers nationally.

Borrowers: Arizona Small Business Owners
Business owners seeking a loan in order to expand their business or make a major purchase will be
the target of valueXchange. Owners interested in expanding their business, as opposed to
struggling, are more likely to pay back their loans and prove to be a good investment for lenders.
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Hi, I’m Gary. I am a
retired owner of a
food service company,
and I have extra
money that I want to
put to better use in
higher yield
investments. I’ve been
interested in these
new peer-to-peer and
private lending
financial markets but
am wary of getting
involved in deals with
fraudulent individuals.
Most of the peer-topeer lending websites
out there can’t offer
me a high enough
level of credibility of
information. If there
were a company that
could offer me a pool
of legitimate potential
borrowers to get in
contact with, I’d be
more willing to lend
my money.

valueXchangeTM creating opportunities
According to Bruce Hodgeman from the Small Business Administration, there are approximately
474,500 small businesses in the state of Arizona (Hodgeman, 2009). To focus in one particular
region, we will target businesses within the Maricopa, Pinal, and Pima counties. Since 80% of the
state’s population is in these three counties, we can estimate a pool of 313,504 businesses to
target. Although a number of these businesses will not meet valueXchange’s target characteristics,
the pool will be large enough to offer us functional small businesses and entrepreneurs to target
during the beginning years of operation.

Lenders: Private Lending Individuals and Institutions in Arizona
valueXchange seeks to target individuals interested in receiving returns on their investments
higher than a savings account typically offers. Individuals who will use valueXchange as a way to
invest are people who are knowledgeable of business and have the disposable income to invest.
Quantifying the size of the private-lending industry is difficult because it includes everything from
individuals pooling their money for loans to big firms with thousands of investors. However,
Arizona is home to micro lenders that aid Arizona small business owners with their finances.
According to Debbie Chandler from the Micro Advancement Business Center in Tucson, Arizona,
many of these institutions are structured as non-profits and do not have the marketing budget to
reach out to many businesses (Chandler, 2009). valueXchange will be a way for them to reach
more businesses without the large cost of an advertising campaign. For a list of specific
microfinance institutions we plan to target please see the appendix.

Industry Analysis
valueXchange is in the Small Business Lending Industry. This industry consists of Commercial
Banking (NAICS 522110), Sales Financing (NAICS 522190), Other Depository Credit Intermediation
(NAICS 522190), and Other Nondepository Credit Intermediation (NAICS 522298). Approximately
96,000 establishments compete in this industry with combined sales/receipts of approximately
$640 billion. About 81,000 of these establishments are from the Commercial Banking Industry
conducting sales/receipts of $488 billion. According to the FDIC, Commercial Banking lending
dropped by 7.5% in 2009. Also, the number of banks considered at risk to fail is 702 in 2009,
compared to 252 in 2008, and 76 in 2007. There is opportunity for other forms of small business
lending to absorb the market share previously held by commercial banks.

Competitive Environment
valueXchange’s main competitors include FundingPost, Prosper.com, and Intuit:
FundingPost: In existence for nine years, FundingPost brings entrepreneurs together with
leading investors worldwide. The website (FundingPost.com) has approximately 1,000 to
1,600 loan applications at any particular time. The company has about 7,500 angel
investors registered in its network.
Prosper.com: America’s largest person to person lending marketplace. In existence since
2006, the company has over 920,000 borrowers and lenders using the site and over $189
million worth of loans has been funded through the site.
Intuit: A leading provider of business and financial management solutions for small and
medium sized businesses. Their QuickBooks product, which is similar to the financial
software valueXchange provides, generated $24 million in profit for the company in 2009.
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Gary here. I chose
valueXchange because
I saw that I could
receive a much higher
return on my
investment than if I
had put my extra cash
into a traditional
savings account. Since
I know about what it
takes to run a small
business, I know the
risk factors involved in
lending to an
entrepreneurial small
business owner (I was
one myself not fifteen
years ago).

valueXchangeTM creating opportunities
Although valueXchange will enter in a market with competition, valueXchange is still viable due to
the inability of the competitors to do everything valueXchange is capable of offering. (See
Competitive Advantages).

Legal Environment
The Securities & Exchange Commission (SEC) strictly monitors companies that conduct loans over
the Internet. According to Arvind Singh, a finance professor and experienced professional at the
University of Arizona, when these websites promise a loan term, a note must be created. In order
to create a note, a bank or authorized broker dealer must be the one offering the note (Singh,
2009). However, since valueXchange does not conduct the loan, it exchanges contact information,
valueXchange does not fall under the jurisdiction of the SEC. One regulation valueXchange is
concerned about is protecting the privacy of users. valueXchange will strictly monitor its website
to ensure the protection of its users.

Value Proposition
Economic Importance of the valueXchangeTM Solution
valueXchange has two main markets, borrowers and lenders, each with different incentives,
values, and experiences. They do have one aspect in common: value is relative to that specific
person and their experience; no single borrower or lender has a fixed value.
From a borrower’s perspective, if they cannot qualify for a loan through a bank, a $7K loan to pay
back at a higher interest rate through the valueXchange peer-to-peer market might save their
business, or allow it to expand. The small business loan may help them earn thousands of dollars
more in revenue or save them the money from filing bankruptcy and potentially losing personal
assets. The product of these factors is what constitutes the economic value for a specific
borrower. From a lender’s perspective, the value would be the extra interest they are making by
lending through the valueXchange peer-to-peer network as opposed to keeping their funds in a
lower-yield savings account or investing in an alternative, possibly more risky, investment.
A customer’s value can be measured by determining the difference between service benefits and
the price of the service. The value that customers gain from valueXchange’s competitors is similar
in many respects to the value the customers gain from the company’s own services. Borrowers
will get similar interest rates with similar conditions. Lenders, however, undertake more risk
lending to individuals than to a small business.

Corroborating Primary Research
While conducting primary research the company focused on aspects of the business that our
competitors do not necessarily have, and on whether or not those characteristics would sway a
consumer to work with valueXchange. For example, our company focuses on small business;
69.2% of the random individuals that participated in one of the company’s surveys about peer-topeer market familiarity said that they would feel more comfortable lending to a small business
than to an individual on the Prosper Marketplace website. 76.9% of our participants said that
knowing our company was helping the economy would be an additional incentive to use our
services (valueXchange, 2009). Copies of the documentation relating to this primary research are
available upon request.

Alternate Value & Related Experiential Effects of the valueXchangeTM Solution
The alternative value of our business, that is, aside from the clear financial benefits to our primary
customers, lies in our Arizona focus at startup. Operating only in Pima, Pinal, and Maricopa
7

Hi, it’s Jodie again.
Like I mentioned
earlier, the local bank
wouldn’t fund my
“lofty” expansion
plans. My inability to
receive funding is
putting a hamper on
turning extra profit
from increased sales.
Because I see the
tremendous future
benefit of expanding
now, I firmly believe
that it is worth bearing
the cost of the
increase in interest if I
obtain a loan from a
lender in the
valueXchange pool.

valueXchangeTM creating opportunities
counties at launch, we help to stimulate the Arizona economy. If both the borrower and the
lender are from Arizona, cash flow is maintained within the state, and is being put to good use to
support small business. If, after our national expansion, a borrower is from Arizona and a lender is
from Idaho, the Arizona economy benefits from a net gain in overall cash inflow (and vice versa
should the positions be switched). The value gained in such a situation is much higher if both a
borrower and lender operate within the same local economy and, while the localized effects of
our business operations are reduced after our national expansion, there is notable alternate value
in the venture’s first phase of operations. Please see the “Summary Table of Features and Benefits
of the valueXchange Solution” in the appendix for a structured look at the company’s main
features and benefits.

Competitive Advantages
On existing peer-to-peer lending sites, when a borrower registers and creates a profile, they have
a significant amount of flexibility in submitting information. The general information posted is the
amount of the loan, the reason for it, their credit score, debt, and a personal story. Because it is
not plausible to audit each individual borrower, their information is not necessarily factual, which
elevates the level of risk lenders undertake should they decide to operate through these sites. In
the information that valueXchange requests from potential borrowers, copies of the business’s
Federal Tax Returns from the past three years are required. This material is then organized
through our financial software in an easy-to-read format which gives potential lenders a much
better idea of how dependable an individual small business is. The consequential increase in
transparency protects lenders and helps to mitigate risk.
There are companies in the industry today that cater to lenders and others that cater to
borrowers, but few that cater to both. Quicken and general accounting firms organize financial
data. Accountants can apply for a traditional loan on behalf of a business, but there is not an easily
accessible pool of potential lenders. Prosper Marketplace is a peer-to-peer/private lending site
that provides this pool of potential lenders but does not offer tools to aid in organizing financial
information needed to be complete and look presentable. In addition, FundingPost is a private
lending site but their system of requesting information from businesses is also unstructured.
valueXchange takes care of both customers, making it a multifunctional tool– which will be
preferred over the multiple step process that its competitors present.
Yet another advantage over its competitors in the peer-to-peer and private lending industries is
that valueXchange is removed from the loan facilitation process. The industry is highly regulated
by the SEC, leading to very high regulatory fees for those involved in the loan process. In the past,
Prosper found themselves in violation of SEC regulations. By acting purely as a platform
connecting borrowers and lenders, valueXchange avoids such complications and, as a result, has a
lower cost structure. Furthermore, valueXchange does not rate a business’s credibility. Instead, it
simply organizes necessary information, shielding the company from liability. These details keep
the company out of legal trouble, keep costs low, and make it a sustainable business model.
Please see the summary table of competitive advantages on page 31 for a structured look at this
information.

How valueXchangeTM Earns a Profit
valueXchange earns a profit through application fees, contact fees, and advertising sales.
Borrowers pay the application fee in order to become a member and to be listed for lenders to
view. When the lenders have expressed interested in lending to the businesses applying for a loan,
the borrower may pay the site a fee to gain the lender’s contact information. The contact
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Prosper Marketplace,
one of valueXchange’s
competitors, allows
any person seeking a
loan for literally
anything to post a
request. Amidst the
sea of potential
borrowers, I doubt a
lender could have
seen how I am set
apart.
Funding Post, while a
better option than
Prosper Marketplace,
it couldn’t offer me
the financial
manipulation software
that has allowed me to
better show the health
of my business to
potential lenders.

Prosper wasn’t for me,
to say the least. The
company does very
little to nothing to
check the legitimacy of
the funding requests.
Plus, borrowers are
asking for money to
purchase a
motorcycle, pay off
bills, and all kinds of
crazy things that give
Prosper the feel of a
glorified Craigslist
rather than a credible
lending and borrowing
platform.

valueXchangeTM creating opportunities
information allows the borrowers and the lenders to settle and negotiate loan terms on their own.
Because the site’s services are of greater potential benefit to borrowers, lenders will not be asked
to pay any amount of money to use our site unless they have advertising interests.
Borrowers must go through the mandatory application process provided by the company’s
website in order to be listed. The application process requires a standard fee of $50 dollars. Each
borrower is required to fill out general and specific information about the background of the
business he/she owns and about the financial standing of his/her business. Historical financial
information is the key component of the application. Through unique software owned by
valueXchange, financial ratios and performance metrics will be generated based on input by the
borrowers. In addition, the application process allows valueXchange to filter out fraudulent
businesses looking to apply for fake loans. Personal information such as social security and credit
history is used to conduct background checks and credit checks in order to assess the credibility of
the borrowers. valueXchange will take extreme measures to protect the privacy information of the
applicants. This not only reduces the risk of fraud, it maximizes the pool of qualified loan
recipients for the lenders.
Lenders can click to view businesses that they are interested in loaning to. Information they can
access is limited due to privacy issues and the company’s revenue model. However, they can see
the general financial status of the business, the industry, and the asking loan amount – without
specific reference to the name or owner of the business. In order for the lenders to gain any
additional information to the business, they must request to contact the borrowers. valueXchange
charges a $15 dollar standard fee to the borrowers should they desire the lender’s contact
information. The two parties can then communicate through methods of their own choosing.
Charging the borrowers this amount serves as a steady recurring source of revenue for the
company.
The lenders have free access to the valueXchange website to view businesses that are applying for
a loan. Should institutional lenders be interested in advertising to our targeted group of small
business borrowers, advertising fees will be negotiated on a case by case basis.

Risks and Contingencies
ValueXchange projects to breakeven at the end of year one given $200,000 of funding from
external funding. In order to avoid the risk of bankruptcy after year one, the company seeks
initially funding of 800,000 in two separate tranches. The additional funding will be used to
support the nationwide expansion. More detail of our funding strategies will be provided in the
Funding Proposal section.
In the business model, valueXchange does not participate in the negotiation of the loan amount
and interest rate. valueXchange does not facilitate any loan from the lenders to the borrowers. As
a third party that solely connects borrowers and lenders, valueXchange is not responsible for loan
defaults conducted by the borrowers, since all loan terms are negotiated by borrowers and
lenders.
Major risks that valueXchange is directly exposed to are the risk of fraud and the risk of a perfectly
competitive market. To mitigate the risk of fraud, our employees will screen each loan applicant
after their initial application. The screening process has various methods of filtering unqualified
candidates. For example, personal credit checks will be administered to all borrowers who are
applying for loans. Secondly, a general background check of the existing business looking for
financial aid will also be run in order to confirm the validity of the business. In addition,
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I went on the
valueXchange site,
filled out an
application and made
a profile that potential
lenders could look at.
After my background
check was completed,
I was ready to get
going. Not a few days
later Gary, a retired
businessman in my
area found me! We
started
communicating
through the site’s
anonymous chat
function and found
that we might actually
be a perfect pair,
based on the criteria
he was looking for in a
borrower. He
requested my contact
information from
valueXchange. I paid a
nominal fee to the site
allowing this to
happen and about a
week later, Gary and I
began discussions in
person at my flower
shop about terms of
the loan. Because of
valueXchange I was
able to meet Gary. I
gained valuable
financial support and a
new professional
acquaintance and
mentor in Gary.

valueXchangeTM creating opportunities
valueXchange will have broad range of questionnaires through the application process that will
naturally sort out fraudulent criminals looking to scam lenders.
Another risk valueXchange bears is the market structure of the online lending industry. In a
perfectly competitive market, firms have easy access to exit and entries. The online lending
industry is in its growing stages and many firms are entering. As more firms enter the market, the
level of competition intensifies. This results in lower prices, market share, revenues, and overall
profit. valueXchange aims to mitigate this risk by filing a copyright on the financial software it will
develop. This financial software serves as a main competitive advantage.

Financial Projections
valueXchange will charge a $15 fee to the borrowers in order to obtain contact information from
lenders. The number of borrowers requesting this information is projected to be at 15 in the first
month of business, reaching 2,400 monthly in year five. valueXchange will also charge the
borrowers an application fee of $50. This fee will include use of the proprietary software.
valueXchange projects to realize a positive bottom line by the end of year three although, the
positive return in year three in not as significant as those achieved in years four and five. An
income level of $563K will be realized in year three, and is projected at $8.74M by year five. Since
the company is in the online lending industry, valueXchange will not incur any cost of sales/cost of
goods sold. Our gross profit is 100% of our net sales. The revenue is projected to be around
$14.6M in year five with an EBITDA of $8.7M.
Similar to our competitors in the online peer-to-peer lending industry, the majority of our
operating expenses lie in salaries and wages. We project to incur roughly $2.1M of salaries and
wages expense in year five. In terms of our long-term assets, the purchase of equipment
comprises are the only form of long-term assets we will own since we do not perceive to own any
major assets such as buildings, factories, or land.
valueXchange aims to breakeven at the end of year one given $200,000 of funding from external
sources. In order to successfully continue to expand the business in year 2 and expand nationwide
beyond year 3, the company seeks initially funding of 800,000 in two separate tranches.
The company’s gross margin stays at 100% throughout its operations. Return on assets is slightly
below zero in year one, however, it stays relatively close to 83% throughout the remainder of
operations from year two to year five. Since we have no inventory, inventory turnover and
inventory life (days) ratios are not applicable. Also, valueXchange does not have accounts
receivable; therefore, the A/R turnover and A/R collection ratios are not applicable. We do have
assets; our assets turnover ratio is projected to be .2 (times/year) in year one and .6 (times/year)
in year five.
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The valueXchange
networking model
really worked for me. I
went on to the site
and filled out a short
application stating my
ability to lend a given
amount of money to
interested borrowers.
I quickly began
perusing the
borrower’s profiles. I
was able to narrow my
search down to just a
few potential
borrowers in my area
that fit the criteria I
was looking for. I
began talking with
each of them through
valueXchange’s
anonymous chat
feature. A florist
named Jodi stood
above the rest. After
requesting her contact
information, we met
at her store to begin
loan negotiations. We
came to an agreement
and I decided to fund
her loan request. I was
able to obtain a much
higher rate of return
on my investment
than if I had put that
money in a traditional
savings account and
am very please with
how things worked
out.

11

PROFIT (LOSS) BEFORE TAXES

INTEREST EXPENSE

OPERATING PROFIT (LOSS)
BEFORE INTEREST AND TAXES

Salaries and wages
Payroll taxes
Employee benefits
Depreciation
Bad debt expense
TOTAL OPERATING EXPENSES

Website Cost
Website Maintenance
Software Upgrade
Office tools and Supplies
Internet network monthly charge
Phone and Cable monthly charge
Marketing Expense
Research and Development Expense

OPERATING EXPENSES

GROSS MARGIN

TOTAL COST OF SALES

Month
SALES
Gross Sales
Returns and Allowances
NET SALES

Projected Income Statements ($s)

valueXchangeTM

($13,411)

$0

($13,411)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$0
$0
$21,286

$7,875

($13,533)

$0

($13,533)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$7,914

$0

$7,914
$0
$7,914

$7,875
$0
$7,875
$0

2

1

($13,493)

$0

($13,493)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$7,954

$0

$7,954
$0
$7,954

3

($13,453)

$0

($13,453)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$7,994

$0

$7,994
$0
$7,994

4

($13,413)

$0

($13,413)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$8,034

$0

$8,034
$0
$8,034

5

($13,373)

$0

($13,373)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$8,074

$0

$8,074
$0
$8,074

6

($13,333)

$0

($13,333)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$8,114

$0

$8,114
$0
$8,114

7

($13,292)

$0

($13,292)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$8,155

$0

$8,155
$0
$8,155

8

($13,252)

$0

($13,252)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$8,196

$0

$8,196
$0
$8,196

9

($13,211)

$0

($13,211)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$8,237

$0

$8,237
$0
$8,237

10

($13,169)

$0

($13,169)

$10,000
$50
$100
$100
$50
$200
$5,000
$1,000
$0
$4,000
$306
$480
$161
$0
$21,447

$8,278

$0

$8,278
$0
$8,278
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Monthly Income Statement (Year 1)

12
$200,000
($13,411)
$0
$186,589

$186,589

Total Shareholders' Equity

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

$0

Shareholders' Equity
Paid-In Capital
Retained Earnings
Less: Treasury Stock

Total Liabilities

Liabilities

LIABILITIES AND
SHAREHOLDERS' EQUITY

$186,589

TOTAL ASSETS

$173,056

$173,056

$200,000
($26,944)
$0

$0

$173,056

$0

($161)
$58,839

$0
$59,000
$0

$59,000

$114,217
$0
$0
$0
$114,217

$127,589
$0
$0
$0
$127,589
$59,000

2

1

Other Assets

Property and Equipment
(less accumulated
depreciation)
Net Property and Equipment

Month
ASSETS
Current Assets
Cash
Accounts Receivable
Inventory
Other
Total Current Assets

valueXchangeTM
Projected Balance Sheets ($s)

$159,563

$159,563

$200,000
($40,437)
$0

$0

$159,563

$0

($322)
$58,678

$59,000

$100,885
$0
$0
$0
$100,885

3

$146,110

$146,110

$200,000
($53,890)
$0

$0

$146,110

$0

($483)
$58,517

$59,000

$87,593
$0
$0
$0
$87,593

4

$132,696

$132,696

$200,000
($67,304)
$0

$0

$132,696

$0

($644)
$58,356

$59,000

$74,341
$0
$0
$0
$74,341

5

$119,323

$119,323

$200,000
($80,677)
$0

$0

$119,323

$0

($806)
$58,194

$59,000

$61,129
$0
$0
$0
$61,129

6

$0

$92,698

$0

($1,128)
$57,872

$59,000

$34,826
$0
$0
$0
$34,826

8

$0

$79,446

$0

($1,289)
$57,711

$59,000

$21,735
$0
$0
$0
$21,735

9

$0

$66,236

$0

($1,450)
$57,550

$59,000

$8,686
$0
$0
$0
$8,686

10

$0

$53,066

$0

($1,611)
$57,389

$59,000

($4,323)
$0
$0
$0
($4,323)

11

$39

($1,
$57

$59

($17,

($17,

$105,990

$105,990

$92,698

$92,698

$79,446

$79,446

$66,236

$66,236

$53,066

$53,066

$39

$39

$200,000 $200,000 $200,000 $200,000 $200,000 $200
($94,010) ($107,302) ($120,554) ($133,764) ($146,934) ($160,
$0
$0
$0
$0
$0

$0

$105,990

$0

($967)
$58,033

$59,000

$47,957
$0
$0
$0
$47,957
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Funding Proposal
Resource

Requirements

A Quick Look at Key Financials

and

Funding

Proposal

Year 1

Year 2

Year 3

Year 4

Year 5

2,000

4,000

30,500

153,000

305,000

Revenue

$98,000

$195,000

$1,458,000

$7,286,000

$14,572,000

Operating Expense

$202,000

$277,000

$890,000

$2,697,000

5,830,000

EBITDA

($99,000)

($81,000)

$570,000

$4,591,000

$8,744,000

Service Units Sold

Resource Requirements
valueXchange services its customers through a web-based platform that connects borrowers and lenders. After the initial
launch, this business model is designed for geographic expansion in year three. At that point, the company will seek to
operate on a nation-wide scale. Since we maintain two major stages in the life of the business, the initial launch and the
expansion in the third year, we are seeking two tranches of financing.
In order to successfully continue to expand our business in year 2 and expand nationwide beyond year 3, the company seeks
initially funding of 800,000 in two separate tranches. The first tranche of $200K will help the valueXchange launch. As we
continue to expand nationwide at the beginning of year 2, an additional $600K in the second tranche will be executed.

Funding Proposal
Prior to launch, the post-money value of the company during the initial launch is estimated at $3.85M. For share in the firm’s
success, valueXchange is seeking a $200K financial injection. Aside from general operating expenses such as office leasing,
office equipment, computers, and salaries, valueXchange plans to use the investment on extensive research and
development and copyright filing on the creation of proprietary web-based software that serves as one of the company’s
main competitive advantages. Investment in this software is important because it will lend credibility to the venture and help
facilitate the intuitive customer interface on the website. As mentioned, the company has aggressive expansion plans. With
expansion come significant changes to the structure of the business and challenges facing the firm. From launch, the
company will face considerable privacy issues. These and other legal issues will become far more pressing once nation-wide
expansion takes place. This will lead to higher costs and therefore the need for more financing in year three.
As a web-based company, valueXchange will not have many tangible assets. At launch most cash will be spent on the
purchase of office equipment, computers, blackberries, and on outsourcing the creation of our website. Soft expenditures
include marketing and research and development expenses spent on the creation of our proprietary software. This lack of
collateral will make it more difficult for valueXchange to acquire debt financing. As a result, the founders of the company are
prepared to provide personal assets such as homes and cars as collateral.
valueXchange seeks to generate a high rate of return for investors by expanding business nation wide. After thoroughly
testing and perfecting the financial software and becoming a top competitor in the online peer-to-peer lending market, the
company will have validated that the business model is both functional and exhibits a high market demand. At the end of
year five, valueXchange maintains plans to be acquired by one of the industry’s leading companies, such as Lending Club or
Prosper Marketplace. At this point all debts will be settled.

Looking Forward
As we have discussed, our market research corroborates the existence of two incredibly important factors influencing the
quality of this opportunity: (1) bank lending is down, and (2) the peer-to-peer lending business model is performing
admirably in this stringent economic environment, creating a timely intersection of these circumstances. The valueXchange
business model will prove itself superior to market competitors by the end of year five based on competitive advantage and
innovation analyses. The company’s motivated founding team is supported by many capable and experienced advisors who
are prepared to see the venture to fruition and continued success. As formally trained, diverse, and incredibly driven
entrepreneurs, we seek your partnership in making valueXchange a reality. We look forward to discussing your interest in
investing in valueXchange.
13
4534 East 28 Street Tucson, AZ 85711
(520) 548-1687
valueXchange@googlegroups.com
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Projected Income Statement ($s)
valueXchangeTM
Projected Income Statements ($s)
SALES

Gross Sales
Returns and Allowances
NET SALES
COST OF SALES
Materials
Labor
Taxes and Benefits
Other
TOTAL COST OF SALES
GROSS MARGIN

Year 1

Year 2

$98,000
$98,000
-

Year 3

$195,000
$195,000
-

Year 4

$1,458,000
$1,458,000
-

Year 5

$7,286,000
$7,286,000
-

$14,572,000
$14,572,000
-

$98,000

$195,000

$1,458,000

$7,286,000

$14,572,000

OPERATING EXPENSES
Website Cost
Website Hosting
Office Rent
Insurance
Website Maintnance
Software Upgrade
Office tools and Supplies
Internet network monthly charge
Phone and Cable monthly charge
Marketing Expense
Research and Development
Expense

$120,000
$24,000
$12,000
$12,000
$1,000
$2,000
$2,000
$1,000
$3,000
$60,000

$120,000
$24,000
$12,000
$12,000
$2,000
$2,000
$3,000
$2,000
$3,000
$60,000

$120,000
$100,000
$36,000
$20,000
$3,000
$2,000
$3,000
$3,000
$10,000
$300,000

$240,000
$100,000
$48,000
$20,000
$3,000
$2,000
$48,000
$24,000
$96,000
$600,000

$240,000
$100,000
$72,000
$20,000
$24,000
$2,000
$480,000
$240,000
$96,000
$1,200,000

$12,000

$60,000

$280,000

$600,000

$1,200,000

Salaries and wages
Payroll taxes
Employee benefits
Depreciation
Bad debt expense
Additional Operating Expenses
TOTAL OPERATING EXPENSES

$120,000
$1,000
$2,000
$2,000
1,000
$375,000

$72,000
$6,000
$9,000
$2,000
$389,000

$192,000
$15,000
$24,000
$2,000
$1,110,000

$1,056,000
$81,000
$127,000
$2,000
$3,047,000

$2,112,000
$162,000
$254,000
$2,000
$6,204,000

OPERATING PROFIT (LOSS)
BEFORE INTEREST AND TAXES

($277,000)

($194,000)

$348,000

$4,239,000

$8,368,000

$0

$0

($5,000)

($4,000)

($2,000)

($277,000)

($194,000)

$353,000

$4,243,000

$8,370,000

$0

($14,000)

NET PROFIT (LOSS)

($277,000)

($180,000)

$768,000

$6,411,000

$12,631,000

EBITDA

($275,000)

($192,000)

$355,000

$4,245,000

$8,372,000

INTEREST EXPENSE
PROFIT (LOSS) BEFORE TAXES
INCOME TAXES
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($415,000) ($2,168,000) ($4,261,000)
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Projected Cash Flows ($s)
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Projected Income Statement: High Demand ($s)

valueXchangeTM

Projected Income Statements ($s)

Year 1

Year 2

Year 4

Year 3

Year 5

SALES
Gross Sales
Returns and Allowances
NET SALES
COST OF SALES
Materials
Labor
Taxes and Benefits
Other
TOTAL COST OF SALES

$122,500
$122,500
-

$243,750
$243,750
-

$1,822,500
$1,822,500
-

$9,107,500
$9,107,500
-

$18,215,000
$18,215,000
-

GROSS MARGIN

$122,500

$243,750

$1,822,500

$9,107,500

$18,215,000

OPERATING EXPENSES
Website Cost
Website Hosting
Office Rent
Insurance
Website Maintnance
Software Upgrade
Office tools and Supplies
Internet network monthly charge
Phone and Cable monthly charge
Marketing Expense
Research and Development Expense

$120,000
$24,000
$12,000
$12,000
$1,000
$2,000
$2,000
$1,000
$3,000
$60,000
$12,000

$120,000
$24,000
$12,000
$12,000
$2,000
$2,000
$3,000
$2,000
$3,000
$60,000
$60,000

$120,000
$100,000
$36,000
$20,000
$3,000
$2,000
$3,000
$3,000
$10,000
$300,000
$280,000

$240,000
$100,000
$48,000
$20,000
$3,000
$2,000
$48,000
$24,000
$96,000
$600,000
$600,000

$240,000
$100,000
$72,000
$20,000
$24,000
$2,000
$480,000
$240,000
$96,000
$1,200,000
$1,200,000

Salaries and wages
Payroll taxes
Employee benefits
Depreciation
Bad debt expense
Additional Operating Expenses
TOTAL OPERATING EXPENSES

$120,000
$1,000
$2,000
$2,000
1,000
$375,000

$72,000
$6,000
$9,000
$2,000
$389,000

$192,000
$15,000
$24,000
$2,000
$1,110,000

$1,056,000
$81,000
$127,000
$2,000
$3,047,000

$2,112,000
$162,000
$254,000
$2,000
$6,204,000

($252,500)

($145,250)

$712,500

$6,060,500

$12,011,000

$0

$0

($5,000)

($4,000)

($2,000)

($252,500)

($145,250)

$717,500

$6,064,500

$12,013,000

$0

($14,000)

($415,000)

($2,168,000)

($4,261,000)

NET PROFIT (LOSS)

($252,500)

($131,250)

$1,132,500

$8,232,500

$16,274,000

EBITDA

($250,500)

($143,250)

$719,500

$6,066,500

$12,015,000

OPERATING PROFIT (LOSS)
BEFORE INTEREST AND TAXES
INTEREST EXPENSE
PROFIT (LOSS) BEFORE TAXES
INCOME TAXES
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Projected Income Statement: Low Demand ($s)

valueXchangeTM

Projected Income Statements ($s)

Year 1

Year 2

Year 4

Year 3

Year 5

SALES
Gross Sales
Returns and Allowances
NET SALES
COST OF SALES
Materials
Labor
Taxes and Benefits
Other
TOTAL COST OF SALES
GROSS MARGIN

$73,500
$73,500
-

$146,250
$146,250
-

$1,093,500
$1,093,500
-

$5,464,500
$5,464,500
-

$10,929,000
$10,929,000
-

$73,500

$146,250

$1,093,500

$5,464,500

$10,929,000

OPERATING EXPENSES
Website Cost
Website Hosting
Office Rent
Insurance
Website Maintnance
Software Upgrade
Office tools and Supplies
Internet network monthly charge
Phone and Cable monthly charge
Marketing Expense
Research and Development Expense

$120,000
$24,000
$12,000
$12,000
$1,000
$2,000
$2,000
$1,000
$3,000
$60,000
$12,000

$120,000
$24,000
$12,000
$12,000
$2,000
$2,000
$3,000
$2,000
$3,000
$60,000
$60,000

$120,000
$100,000
$36,000
$20,000
$3,000
$2,000
$3,000
$3,000
$10,000
$300,000
$280,000

$240,000
$100,000
$48,000
$20,000
$3,000
$2,000
$48,000
$24,000
$96,000
$600,000
$600,000

$240,000
$100,000
$72,000
$20,000
$24,000
$2,000
$480,000
$240,000
$96,000
$1,200,000
$1,200,000

Salaries and wages
Payroll taxes
Employee benefits
Depreciation
Bad debt expense
Additional Operating Expenses
TOTAL OPERATING EXPENSES

$120,000
$1,000
$2,000
$2,000
1,000
$375,000

$72,000
$6,000
$9,000
$2,000
$389,000

$192,000
$15,000
$24,000
$2,000
$1,110,000

$1,056,000
$81,000
$127,000
$2,000
$3,047,000

$2,112,000
$162,000
$254,000
$2,000
$6,204,000

($301,500)

($242,750)

($16,500)

$2,417,500

$4,725,000

$0

$0

($5,000)

($4,000)

($2,000)

($301,500)

($242,750)

($11,500)

$2,421,500

$4,727,000

$0

($14,000)

($415,000)

($2,168,000)

($4,261,000)

NET PROFIT (LOSS)

($301,500)

($228,750)

$403,500

$4,589,500

$8,988,000

EBITDA

($299,500)

($240,750)

($9,500)

$2,423,500

$4,729,000

OPERATING PROFIT (LOSS)
BEFORE INTEREST AND TAXES
INTEREST EXPENSE
PROFIT (LOSS) BEFORE TAXES
INCOME TAXES
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Projected Cash Flows: High Demand ($s)
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Projected Cash Flows: Low Demand ($s)
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Development Plan
Company Status
Currently the company employs four founding managers working towards significant future
compensation. The company operates out of a single home office in Tucson, Arizona. The
company is nearing the end of the venture formulation and development stage and is approaching
the startup phase.
Development Vision
valueXchange seeks to include the following in its development plan:
We plan to become a steady provider of peer-to-peer and private lending networking services by
maintaining a stable level of profit through numerable revenue streams. We seek to be
established as an innovator, in the sense that we are providing a modified version of an already
existing and successful type of service to our customers, changing the way the lending market is
viewed by both small businesses and individual and institutional lenders. As a quality leader in this
service market, we seek to provide services that individuals would buy if price were irrelevant. We
plan to prove ourselves as a niche leader, carving out a place in the national market that our
company can dominate.
Our Expansion Plans
The company will launch as a provider of peer-to-peer and private lending networking services in
the Pima, Pinal, and Maricopa counties of Arizona and will continue to operate in this small
market until the end of year two.
In year three, the company plans to begin an forceful push to operations on the national level,
beginning with the southwest states of California, Nevada, Colorado, and New Mexico as a springboard for expansion to the mid-southwest, northwest, mid west, and progressively the states
located on the east coast of the United States. This quick, but deliberate geographic expansion will
allow valueXchange to gain market share quickly and establish itself as an industry leader.
In order to facilitate this expansion, more financing will be directed to website maintenance and
communication surveillance, salaries and wages, and other operating expenses. A few offices will
be established throughout the country as necessary, mainly to execute local advertising and
marketing strategies, but corporate headquarters will remain in Phoenix, Arizona.
From year three to year five, our company will operate in national markets. We have plans to be
acquired by a peer-to-peer lending market leader, such as Prosper Marketplace or Lending Club
after having validated demand for our business model.
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Target Institutional Lenders
Arizona Innovation Accelerator

Institutional Lenders

Arizona Multibank Community Development Corporation
Arizona Technology Investor Forum
Business Development Finance Corporation
City of Phoenix Community and Economic Development Department
Community Investment Corporation
Export-Import Bank of the United States
Southwest Business Financing Corporation

Microfinance Organizations

Microbusiness Advancement Center of Southern Arizona
Neighborhood Economic Development Corporation
Prestamos
PPEP
Microbusiness and Housing Development Corp
Tucson Urban League
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Market Entry Strategies
Mitigating Risk to Customers
We believe that the level of customer risk associated with utilizing our services is relatively small.
Potential borrowers make an upfront investment of only $50 to both utilize our proprietary
software and to gain access to our extensive lender pool. An additional $15 is charged to the
borrower once the borrower wishes to receive the contact information of a lender who has
expressed interest to provide a loan to a business.
Lenders have little financial risk. We charge the borrowers the contact fee because we do not
want to detract lenders. We assume there will be more borrowers than lenders utilizing our
website. Also, loan transactions take place off of our platform, limiting the possible issues with
loan facilitation. The site does not deal with negotiating loans or following through on them, so
lenders should not associate any ill will with valueXchange if these things do not work out as
planned.
Pertinent Market Characteristics
As a newcomer to the market, the potential for success has already been verified though the
exceedingly prosperous operations of the company’s main competitors, Prosper Marketplace and
Funding Post. As stated, the peer-to-peer market has shown significant growth since 2006 and is
expected to continue to develop while valueXchange is operating in the market (Celent, 2009).
Competition levels in this industry are assumed to be moderate because firms are dependent on
the success of narrow service offerings.
Market Entry Strategy Decision Formulation
Please see the “Market Entry Decision Formulation Chart” below. This table was used in the
formulation of market entry strategies; decision factors were provided by Marketing 4
Entrepreneurs, a leading resource in educational materials for entrepreneurs. At launch the small
and narrow scale of our operations will be best suited for a non-aggressive, and focused market
entry strategy. This strategy will be used up until the third year of operations. According to an
article by Marketing 4 Entrepreneurs, “a low key, calculated entry into a narrowly defined market”
is suitable for the three-county approach the company is taking at launch.
To execute the national expansion in the third year, we will switch to an aggressive strategy to
enter the larger market. This strategy will be evident in the amount of effort and financial capital
put into advertising, sales promotions, and publicity. “A highly aggressive, broad-front strategy
using all forces across a wide scope of geography and market segments” will best suit our new
market position, and will be a good fit for the business at that time.
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Entry Strategy: Analysis of Options
Entry
Strategy

Blitzkrieg

Calvary
Charge

Strike Force

Guerilla
Tactics

Class

Description

Highly-Aggressive / Broad
Scope

This is a highly aggressive, broad-front
strategy using all forces across a wide
scope of geography and market
segments. Because this strategy
requires rapid market penetration, it
probably would not be appropriate
where there is not a bountiful market.

Aggressive / Focused
Scope

This strategy is highly aggressive and
focused. All the elements of
aggression are still used, but in limited
deployment to specific market
segments and geographies. The
cavalry charge requires a munificence
market, but not so hostile that market
segments into which entry is deferred
are not lost to competition.

Non-Aggressive / Focused
Scope

This is a non-aggressive and focused
entry strategy. It is a low key,
calculated entry into a narrowly
defined market. This strategy might be
appropriate to a market that is sparse
and hostile. It is a back door, below
the radar, mode.

Non-Aggressive / Broad
Scope

The guerrilla approach is a nonaggressive and broad-front market
entry. It uses relatively low resources
to target the most promising positions
in markets that are munificent, but
hostile. It can also be used to explore
markets to focus on later without
generating strong competitive interest
or counteraction.

(Marketing 4 Entrepreneurs, 2009)
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Marketing & Sales Strategies
The company’s marketing strategy consists of the following major components:
Search Engine Marketing
valueXchange recognizes that almost all Internet users look to search engines to find what they
are seeking. According to Multilingual Search Worldwide, there are more than 65B searches
conducted through these engines every month (Multilingual, 2009). valueXchange will use the
power of search engines by optimizing the website’s meta tags. The goal is that when someone
searches a term that is related to valueXchange, the company’s website will appear high on the
results list. valueXchange will continuously monitor its place on search engine results so Internet
users are directed to the company’s site.
Web 2.0
Web resources that allow individuals to interact with one another have been cumulatively
referred to as Web 2.0. valueXchange will engage in Web 2.0 marketing by creating Facebook,
Linkedin, and Twitter accounts. These solutions are free and will allow people who are interested
in valueXchange to follow the company closely, and even share their opinion of the company with
others.
Local Media Outlets
Since valueXchange will launch with a focus in the state of Arizona, the company will advertise
through media outlets that target this audience. valueXchange will reach out to newspapers such
as the Arizona Republic and the Arizona Daily Star. These newspapers have subscribers from the
three Arizona counties the company aims to target. Instead of reaching out to national media
outlets, valueXchange will be more effective and cut costs by utilizing local ones.
Local Business Workshops and Associations
valueXchange will partner with workshops and associations that target business owners to
promote the company. Workshops, such as Idea Funding, provide resources for people looking to
start their own company. By making an appearance at this workshop, valueXchange can engage
people who would be interested to becoming borrowers on the website. There are associations,
such as the National Association of Government Guaranteed Lenders, that provide resources to
institutions that grant small business loans. Reaching out to this association will let its 500
member institutions know that they can reach more borrowers by becoming lenders through
valueXchange. The company will take advantage of its local focus initially by making appearances
at these and other events and by establishing connections in the Arizona community.

Operations Strategies
Corporate Headquarters
At the start of year one, valueXchange will serve the state of Arizona exclusively. An office in
either Phoenix or Tucson will be established. In year three, when the company expands
nationwide, multiple offices will be established across the country and more employees will be
hired to better serve the different regions.

Technological, IP, and Legal Strategies
Technological & Intellectual Property Issues
The importance that financial organizational software will have on valueXchange’s operations
cannot be taken lightly. A technological strategy is to spend the necessary amount of money in
research and development at the beginning of business formation. Once this software is
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developed to satisfaction, it will be copyrighted. This organizational software is a key competitive
advantage. Another technological strategy is to hire a talented web designer to create the site
exclusively for Arizona at first. Once the company is ready to expand in year three, the web
designer will expand the web site to cater to all fifty states. During site design, the goal is to
strategically create it so that valueXchange will be in the top ten search engine results.

Legal Issues
Since valueXchange is a platform that collects private information, there are significant privacy
issues to take into consideration. There will be a series of disclaimers and instructions as to what
information will be withheld and what will be released for the lenders’ viewing. The company will
adopt privacy protection software that meets industry standards and the site will be hosted at a
secure server. Furthermore, disclaimers will be put into place regarding the risk of loan defaults
and other potential issues related to loan facilitation.
Additionally, legal issues surrounding the free legal templates available on the site will be dealt
with by the professionals who have created them. A disclaimer releasing valueXchange from
liability with reference to the quality of these templates will be made. valueXchange organizes and
presents the information provided but does not take responsibility for the success of failure of any
matches or any loan defaults. However, it is understood that although a case might be
unsubstantiated, there is no way to prevent litigation. As a result, valueXchange has planned on a
legal defense fund to be used in such situations.

Advisory & Management Team
Combined, this highly motivated founding team has over 17 years of formal training in business
administration and management, with a focus on new venture creation and implementation and
on economic strategy as it relates to new venture and corporate behavior.
Nathan Canright, General Manager
Phone: 520.548.1687
Email: nathancanright@gmail.com
Nathan Canright will be graduating in May 2010 with dual degrees in Entrepreneurship and
Business Economics. He has over eight years of experience in retail and consumer services, and
has formal management and organizational leadership training, holding executive positions in
non-profit organizations operating out of the University of Arizona. Nathan first became
interested in the peer-to-peer lending model after significant research in an organization known
as Kiva. While the structures of the two companies differ significantly, the non-profit model of this
organization was the initial inspiration for this venture.
Petra Grubisic, Product & Operations Manger
Phone: 480. 241.1003
Email: petrag@email.arizona.edu
Petra Grubisic has been an involved student in classes and on campus, pursuing dual degrees in
Business Economics and Entrepreneurship. Her time spent as a research assistant has confirmed
her responsibility and work ethic. Currently, she is developing a Micro Enterprise program at the
University of Arizona to assist local refugees through the International Rescue Center. This level of
involvement proves that she is incredibly passionate – a key ingredient to have as a founder of a
new company.
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Jeff Sandell, Marketing & Sales Manager
Phone: 480. 390.6343
Email: jsandell@email.arizona.edu
Jeff has personal experience in the field of small business lending from his time as an intern with
SCORE Counselors to America’s Small Business. SCORE provides free business consulting to small
business owners. A common them Jeff witnessed was despite a strong desire to succeed a and
solid business plan, these business owners were not able to get the financing they needed to run
their business. This struggle inspired Jeff to want to help small business owners secure financing.
Ahmad Yang, Finance Manager
Phone: 480.567.5032
Email: alyang10@gmail.com
Al Yang is currently pursuing a Bachelor's of Science degree in both Finance and Business
Economics. In addition, he has had corporate finance experience from an SP 500 company and
internship experience from a business-consulting group. During the summer of 2009, he worked
as an intern for Sempra Energy in the Regulatory Finance Department. He learned to work with
financial models, proposals, and funding in the corporate world. He has also worked as an intern
for SCORE, a nonprofit organization off of Small Business Administration, shadowing business
consultants for start up firms and entrepreneurs. Academically, he has accelerated in finance and
economic classes.

Advisory Board
An eclectic group of experienced professionals with over 75 years of combined experience in
operations, accounting, and financial management in small business, corporate, and non-profit
environments, the valueXchange advisory board boasts doctoral level education, global program
management, and notable consulting & advising abilities. We are please to be working with these
amiable and qualified individuals.
Linda Saulsby
Lecturer, Business Communication Department
Eller College of Management, UA
Phone: (520) 626.4446
Email: lsaulsby@eller.arizona.edu
Twenty-five years of executive management, training and education experience in progressively
responsible, broad-based organization development, operations management and human
resources positions in the for-profit and non-profit sectors. Linda has effective, dynamic
leadership abilities with strong strategic planning, organizational communication, employee
development and complex projects experience, as well as collegiate-level teaching, advising and
program management.
As a retired GE Senior Vice President of Operations/Global Analysis, an experienced Public
Accountant and self-employed consultant, and a well-respected member of the core faculty in the
Eller Business Communication Department, Linda has so much advice and direction to offer our
team. During the past few years in her affiliation with Eller, Linda has worked closely with and
contributed to the success of a number of MBA teams. We are pleased to be working with her.
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Jim Wells
Chapter Chair
SCORE Southern Arizona
Home: (520) 219.1718
Cell: (917) 602.2078
Jim Wells has over 30 years experience in the retail industry. He spent the majority of his career
working for a department store. He started his career out of college in an entry level position and
eventually worked his way up to become Executive Vice President. In his position of EVP, Mr.
Wells was in charge of the operations of multiple stores in his region. After his career in retail, Mr.
Wells was involved in a handful of entrepreneurship projects. Currently, Mr. Wells is the Tucson
Chapter Chair of SCORE Counselors to America’s Small Business.
In addition to his experience in the business world, it is Mr. Wells’ current position that makes him
a viable adviser for us. He serves as a counselor for people looking to start a business or need help
with an existing one. He is experienced with helping people registering their business, securing
financing, and creating a business plan. We will benefit greatly from having Mr. Wells serving as
an adviser.
Arvind Singh
Director of International Finance Programs
Department of Finance
Eller College of Management, UA
Phone: (520) 621.1261
Email: arvind@eller.arizona.edu
Arvind Singh is an expert in International Finance, Capital Markets, Investment Banking, and
Emerging Markets Finance. He has over 20 years of hands-on experience in the international
financial markets, acquired while working for major U.S. financial institutions. He has been an
international financial consultant with Citibank in London, and a Vice President managing a
Currency Arbitrage Group at Lehman Brothers and Salomon Brothers in New York. Currently, Singh
teaches courses in International Economics, Investment Banking, Emerging Markets Finance,
International Corporate Finance, Financial Institutions, and Economics for Managers. He
frequently teaches domestically and internationally, both at the undergraduate and postgraduate
levels.
Arvind Singh, Lecturer and Director of International Finance Programs, has taught at the Eller
College of Management at The University of Arizona since July 1995. He earned a B.A. (Honors)
degree in History at St. Stephen’s College, a B.Sc. and M.Sc. in Economics at the London School of
Economics, and an MBA from the University of Chicago’s Graduate School of Business. Singh’s
consulting practice includes clients such as Morgan Stanley Dean Witter, Barclays Capital, Deloitte
Consulting, and St. Paul Insurance. His recent articles have been published in U.S. Banker, C.F.O.,
and American Banker magazines.
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Summary Table of Competitive Advantages

Organizational Structure Critical Path

Marketing & Advertising Critical Path
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Overview of Website Processes
The company is web-based and acts as a platform to connect borrowers and lenders. Borrowers
come to the site and apply at a fee of $50. During the application process they provide relative
financial information, contact information, and business information. After they provide all the
necessary information and a verification of their business standing is completed, they are
accepted as a borrower on the valueXchange site. They create an anonymous username and
password, finish personalizing their profile, and are made available for browsing. Meanwhile,
lenders come to the site and set up an account, also providing basic contact information. They
create an anonymous username as well.
Lenders are matched with borrowers based on different compatibility criteria, including industry,
level of risk, age of business, financial ratios, and desired interest rate. In addition to being
matched, lenders can also freely browse borrower profiles. Once a lender is interested in lending,
they click on an “I’m interested” button on the borrower’s profile. If the borrower is still looking
for lenders and is interested in exchanging contact information, they confirm the “I’m interested”
request. At that point, valueXchange collects the $15 contact fee from the borrowers and gives
each party the other’s contact information. The purpose of anonymous usernames as well as
limited communication between the borrower and lender is to protect valueXchange from losing
the contact fee revenue. Once the contact fee is collected, the company’s involvement with the
process comes to an end. It does not participate in any loan-term negotiations or get involved in
collections. Please see the Customer Critical Path schematic on the following page for a structured
look at these processes.
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Customer Critical Path
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Summary Table of Features and Benefits of the valueXchangeTM Solution
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