Peerless Wireless Technologies

You are the CEO of Peerless Wireless, and you are preparing for your company’s weekly Management Committee meeting.  The main topic today will be how to proceed on the proposal for Echardt Pharmaceuticals. 

Echardt Pharmaceuticals needs some wireless technology to integrate with its warehouse management system to facilitate inventory tracking in its warehouses.  While your new company has been working on wireless technology that can easily be integrated into most application systems, your company has never encountered the particular application system that Echardt uses.  Echardt will lose a major supply contract with the US Govt if it does not have the new tracking system in place and functioning in 90 days. Your Development team thinks it can build the interface and have it tested in 75 days.  However, the last 3 such interfaces have taken an average of 115 days, and the team’s estimate for how long it would take was 60 days in each of the 3 cases.

Your VC Board member has indicated that if you can land Echardt, his firm will supply the badly needed next round of financing and at a step up in valuation from the last round.

A close friend and former classmate who now works at Echardt (who is responsible for procurement in this area) has indicated he would direct the business to your firm, if you can assure him your company can get it done.  However, he goes on to say that if he goes with your company and the work is not finished by the time the Govt does its warehouse inspection in 90 days, then losing that contract will probably cost him his job as well.

The management team is divided as to how to handle this matter.  They look to you for leadership.  What is your recommendation?

Zenith Software

You have a dilemma of major proportions.  Three days ago, your Data Base Administrator resigned.   There is no job in your company more critical to the day to day operation of Zenith than hers.  Customers call in to add new charge codes or delete expired ones and she inputs those numbers into Zenith’s main database.  Before someone at a customer site can order parts or supplies, they input an account code and your technology verifies the code against the database before a purchase can be made.

Maintaining this database requires a special skillset.  While others at Zenith could try to cover, there is a very substantial probability they could put new entries in the wrong place or worse still, damage the files that define the architecture of the system, in which case nothing would work.

At your last job, you worked with a very talented Data Base administrator who has indicated he would be willing to join Zenith.  But since he has a family to support, he wants to know how many months of cash Zenith has on hand to cover operations.  While the answer is a disconcerting 4 months, you are very optimistic that you will be able to close your next round of financing before then.  In fact, an investor has told you that he expects to put a term sheet in front of you next week.  On the other hand, if you lose any customers, not only will you be unable to raise more money, but the business could fail, which would cause you to lose your $200K investment, and be liable for the $100K loan the company has at a local bank, which you were forced to personally guarantee.

The management team is asking what you propose to do.  They all have big stakes in Zenith as well, and they are looking to you to preserve the value you have collectively built and help make it grow.  What do you say to them and to your friend who has indicated he would be willing to come join you?

Capstone Products

The Series C Round of financing for Capstone has gone well.  Capstone has commitments for almost all of the participation needed to complete the offering.  And the company has a good prospect for the final portion.  However, the new investor has asked repeatedly whether Union Capital, an early investor, intended to participate.  You have told him no, and when he asked why, you have evaded an answer.

The true answer is that the partner at Union has told you that he is disappointed with the company’s progress.  He also has expressed some concern about the integrity of some members of management, especially the head of sales.  He has agreed not to be vocal about his concerns and thereby damage the company’s prospects for this round.  But he has also indicated that he would not lie or mislead if someone asked him about the company directly.

It does not appear that the new investor is going to make a commitment until he knows why Union Capital has decided to pass.  Capstone has only one more week to complete the offering, and if not done by then, the company will be required to release those investors who have committed to date and start afresh.

The management team and Board are looking to you for a solution.  What do you recommend?

