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Abstract

This report examines the results of a research partnership with
PredictionWorks, a private firm, anthe University of Texas at
Audin (McCombs School of Business and theln&itute). The
research problem is to predict the successefv ventures based
on theirbusiness plans. After speaking to PredictionWorks, which
had predicted 100% afew venture investmentthat turned out

be successful in Silicon Valley (N=10), we asked theipalsof this
private company to bring their methodolodutilizing blind back
dated validationtests)to the Austin region to engage in another
& S E LIS NJpradfetAdgithe future success of busiss plans.
Research on prediction has a long and rich tradition and is multi
disciplinary. This report introduces the results of our experiment
in Austin and places it in that rich tradition, withf@cus not only

on new venture developmenbut moreover on that which we
believe are evolving new categorjesiamely New Venture
Management (NVM) anNlew Growth ManagemenNGM).

Introduction: The Desire to Make Sense of and Control the future

The purpose of this report is to begin to understand how to oedhe
performance ofbusiness plans. While there is a tradition of scholarship which examines
the impact of business plans on the future of the enterprise (Burke, Fraser and Greene,
2010; Shane, 2004Kirsch, Goldfarb and Gera, 2009; Delmar and Sha0@3), the
impact of big data, algorithms and overall modeling will change the lens thatsaleto
examine tle performance of business plans and other aspects of the business world
(Cukier, 2010;Gantz and Reinsel, 2011; DailyChart, 2011; Lohr , 2Qi2, 2011; Big
Data, 2008; Manyika et al, 2011; Maygzhonberger and Cukier, 2013). This lens should
help us understand, and reduce the risk, of investing in business plans and future
outcomesnot simply in the starup arena but also in the realnf @enture acquisitions
and new product development that mark the investment growth strategies that extend
from the leagues of enterprise competitiothrough the ranks ofmiddle market
companiesand their battle for highgrowth dock status,and extendingto the elite
regionsof investmentbanking, PE firms and M&A specialists



The reduction of risk and prediction has long been part of the human experience,
and indeed has enhanced that experiencePeter Bernstein, i\gainst the Gods The
Remarkable Sty of RisK1996) notes that what distinguishes modern people from the
ancients extends further than the progress of technologgience or capitalism and
democracy. Indeed, hundreds of years before the birth of Christ, the great library of
Alexandria Bd been built,and there were brilliant mathematicians, inventors and
political philosophers. Indee® dzOf ARQ& 3IS2YSGNE 41 & o6SAy3a G dz3a
oil, coal, iron and copper had been serving people for millennia. Bernstein argues that
G ¢ K Sluthdag idea that defines the boundary between modern times and the past is
the mastery of risk: the notion that the future is more than a whim of the gods and that
men and women are not passive before nature. Until human beings discovered a way
acros the boundary, the future wasrairror of the past or the murky domain of oracles
FYR a220Kalé&@SNaR K2 KSER | Y2y2L2{pel) 2SN 1y?2
Creating a future that does not depend on theurky mirror of the past and estimates
eventsof the future is the major task of risk management.

Deleting the murky domain of oracles and soothsayers can be found in aspects of
life andits academiacounterpart Put more formdy, risk managementas measured by
the lens of statistics and probaltylitheory, dominates our ability to understand the
future in many discipline€Stigler, 1986)Physical sciences, biological sciences, and social
sciences have created models to try and understand the fufBfeanks and Kheterpal,
2013; Derman, 2011; Weagrall, 2013. The task of this private company,
PredictionWorksis to continually improve our ability to predict business plavigh the
highest degree of confidencand enhance the ability of investors, who represent a multi
billion-dollar industry, tosee through the murky mirror of the past and help create a
successful futurgutilizing a system of scientific understanding that enables reliable
prediction and, thus, risknanagement.
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The Method of PredictionWorks

In 2009,PredictionWorks 4t that time called SuperLab) tHaleveloped a New
Venture Assessor system, whialas first tested in Silicon Valley (deehibit A and Exhibit
B). At the core of the method is alihd test on investment backedast-ups. This test
validates the level of ral 0 At AG& YR LISNF2NXIYOS 2F t NSRAOU
predict from a startdzLd O2 YL y@ Q& odzaAySaa LY AF GKFEG O2
or venture capital investment. PredictionWorks was not permitted to use any
information from any sourcé F 1 SNJ 6 KS RIFGS 2F | O2YLI y&Qa o dz
Fff26SR (2 KI @S yeé 02yl Cadsomianagemént tead.Y LI y & Q& ¢
The assessment of the business plan lasted from five to temsholhe basic question of
the assessmentystem wa as follows: Would this venture backed company provide its
early investors a high R®ased IPO or sale/mergdiquidity event within 7 years of
launching? Why or why notThe results of the experiment are presented in Exhibit A.

Experiment at The biversity of Texas at Austin

Inspired bythe blind backdated validation test undertaken in Silicon Valley in
2009, The University of Texas McCombs Business School &nihsitute of Austin
undertook anotherbattery of blind backdated validation test on the PredictionWorks
New Ventue Assessor system. As noted earli8iicon Valley testthis New Venture
Assessor system was accurate 10 out of 10 times in forecasting-ybhar7nvestment
returns for the 10 starups capitalized through venture capitand angel investors.

In the most recent McCombsACInstitute blind backdated tests (2016),
PredictionWorksNew Venture Assessor system was tested 9 times. 7 of the tests were



performed on VC/Angel funded stadzlLJA g A G K | aO2 YLX ®ighth o0dza Ay Saa
funded startup had only an executive summary to ass@s$se PredictionVorkssystem

Fdzy OlA2ya o06Said ¢AGK aO2YLkuS ivlch cadmi thrgugha & LI | Y & «
McCombs) aationally sponsored Moot Court Business Plan Competition, was assessed

despite being unfunded.

Table 1 presents the companies assessedhat University of Texas at Austin.
PredictioWWorks New Venture Assessor was accurate 6 out of 7 times on venture
capital/angel backed stadzL) O2 YLI yASa 6AGK aOFNELdneSG S 0 dza Ay
incorrect assessment was not far off. Predicidorksk 8 8 SaaSR GKA& LX Iy Fa |
company did sell in the-year window, and the investors at least received a return of
their capital. On the eighth statip assessedthe one with only arexecutive summary,
which mentioned little, if anything, about the quality of it9 FredictionVorkspredicted
that if this company had evidence of strong IP, then Prediwtorkswould fund. It
turned out that this company had strong IP and sold with gadrns to the investors.

On the ninth stardup assessed(he unfunded startup from McCombs Moot
Court Business Plan Competit)dhe score by PredictioWorksmatched the score given
by the Moot Court Business Plan scoring committee. Since this poestipdoot Court
Business Plan Competition has a strong record of top 3 winners eventually becoming
successful companiethe PredictioWWorksaligned score is significant.
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TABLE 1

t2Qa Ly@Sa Actual 2 a t?2
Company Profiles Invest Decision and Results Forecast
Score Correct or Not?,
Product Development Management Donot invest Company
did not Correct
This new software company was developing a W 59 generate Forecast
based software solution for the product (Category any high
development community. Ceral to its solution Circumstances) ROI within
was the assumption that the edemand software 7 yrs
industry needed a way to simplify, accelerate an 57 through
collect the voice of the customer for the internal | (Product Scope/Scale)| sale/IPO
stakeholders.
70 is a passing score
J2EE Components for Enterprise Application Invest Company
Middleware did Correct
73 generate a Forecast

This new software company was founded to (Category high ROI
develop products that automate J2EE applicatiot Circumstances) within 7 yrs
RSLX 28YSyid FyR O2y TA3dq through a
software enabled fast, reliable server deploymen 80 sale

while virtually eliminating configuration errors an
accelerating the enterprise application
development lifeO& Of S® ¢KS 02Y
adzLIL2 NI SR 28bfpEaADSYE
Websphere. It also supported JBoss and Oracle
application servers.

(Product Scope/Scale)

70 is a passing score




Vending Machine Management Donot invest Company
did not Correct
This new company thought it identified a market 50 generate Forecast
need for realtime remote decision/mobile (Category any high
data/information decisiorsupport system to Circumstances) ROI within
provide bottlers a way to get revenues higher an 7 yrs
costs of operators minimized. 60 through
(Product Scope/Scale)| sale/IPO
70 is a passing score
Parking Facility Management Donot invest Company
did not Correct
This new software and hardware company 47 generate Forecast
developedpatented software and wireless (Category any high
hardware systems to help small parking facility Circumstances) ROI within
owners reshape the economics of parking facility 7 yrs
ownership/management. The solution consisted 56 through
wireless sensors, mobile payments and veice (Product Scope/Scale)| sale/IPO
based transaction processing.
70 is a passing score
Metering for SaaS Systems
Donot invest Company
This new software company thought it could did not Correct
developoperational services manager (OSM) an 74 generate Forecast
unified dashboard of operational support system (Categyory any high
(OSS)/business support systems (BSS) for effici Circumstances) ROI within
SaasS delivery. The core technology was to enab 7 yrs
O2y FAAdzNIF 6t S G3aASYSNARO 62 through

(Product Scope/Scale)

70 is a passing score

sale/IPO




t2Qa LyeSa Actual 21 a t?2
Company Profiles Invest Decision and Forecast
Results
Score Correct or Not?,
Enterprise Social Business Donot invest Company
did not Correct
This new software company built technology tha 66 generate Forecast
would allow enterprises to connect to and utilize (Category any high
the vast publicly available infrastructure of social Circumstances) ROI within
networks and applications existing beyond their 7 yrs
firewalls and allow enterprises to realize a whole 57 through
yS¢g tS@St 2F LINRPRdzOUG A ¢ (Product Scope/Scale)| sale/IPO
required a layer of management and security thg
did not exist at the time, as well as a solution for
integration of data across social applications ang
existing legcy applications.
70 is a passing score
Gaming Network Processors Invest Company
did not Partially
This new hardware ansbftware company created 71 provide a Correct
0KS ¢62NIXI RQa FTANRG 3l YA (Category high ROI Forecast
6aDbt €0 ¢KAA O2YLI yea( Circumstances) within 7 yrs
thehardO2 NBE 2yt Ay S -tHdnt & NEB from
3 YAYy3 SELISNASYOSd ¢KJ 82 sale/IPOIt
industry standard UDP game API. (Product Scope/Scale)| did sell
and the
investors
70 is a passing score | did get
their
capital
back just
no profit.
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o Invest This
Database Optnizer
company Correct
75 won 2d forecast
(Category Circumstances) place in the | based on the
This new software company UT Moot fact that the
wanted to develop cache 75 Court idea won 2¢
technologies to optimize databas (Product Scope/Scale) Business place in UT
through—LJdZU 0] ¢ K S O 2 plan Moot Court
Ay az2tugl NbB 7Tdzy Competition.| Business Plar
relying on proprietary algorithms Founders did Competition
based on atrtificial intelligence 70 is a passing score not launch
KSdZNAAGAO 1y25y for personal
al@ NA U K%éc@vﬁ'alsviolatﬁd reasons.
because the business plan wast funded.
The entrepreneurs, for personal reasons,
decided not to seek funding and launch.
Operations Performance Management Invest if Strong 1P Company
64ht aél did have Correct
Do na Invest if no sign of strong IP, | strong IP forecast
thus and did sell, because
This new software company developed producing a | company did
next generation version of corporate 57 high profit have strong
LIS NJF 2 NI F y OS Yyl 39 (Category Circumstees) IP

a2F0G 6 NBd ¢KS 02VYlL
essentially integrated strategic reporting
features on top of conventional CPM
operating features.

*Protocol was violated because the
company only provided an executive
summary and not a complete business
plan that test protocol required.

61
(Product Scope/Scale)

70 is a passing score

Assessments where protocol was not follow&
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Test Protocad

The prime motivatin for the blind bacidated stress tests was to further validate the findings of
the 2009 Silicon Valley test (see Exhibansl Exhibit B this time under academic conditions.
The McCombs/Kxest objective was the same as the Silicon Valley test: igaaaus academic
setting, could the PredictioiWorksNew Venture Assessment system maintain the Silicon Valley
level of reliability and performance, and predict if a company was deserving of angel or venture
capital financing, from that stadzLJ O 2 Y Liinéss @lan. IMshort:

Would this venture capital/angel backed company provide early stage investors a high ROI
based IPO or sale/merger liquidity event within 7 years of launching?

Time and Monitoring for Each Assessment:

PredictioWWorkswas not albwed to execute any assessment in more than one day or out of the

sight of sponsor monitors. This meant that assessment sessions lasted 12 to 15 hours each due

to the technical complexity of this battery of tests.

Redacted Business Plans:

Redacted busess plans dated between 2003 and 2008 would be providderedictionNVorks

by the Sponsor who knew the companies being assessed and their performance record to date.
¢CKS yIYS 2F  O2YLIl yes FyR AlGa LINAYOALITfQa ylI

No Contact with Company Customers, Vendors or Management Team:

PredictiotWorksg | & y20G [tt26SR (2 KIFI@S lye Oz2yil Od oA
management team.

No Information Beyond the Date of the Business Plan:

PredictionWorks was not permited to use any information from any source (including the
LYGSNYySGo FFGSNI GKS RIFEGS 2F | O2YLI yeéQa odzaAy

Technology/Domain Experts Allowed:
PredictionVorkswas permitted to seek the input of technology or business domain experts on
any assessent. However, any domain expert had to agree in advance that he/she would not

LINE OARS Fye AYTFT2NNIGA2Y o6S@2yR GKS RIFEGS 2F |
SELISNI ¢la y20 LISNYAGGSR G2 2LAYS 2y (GKS Faas
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aO/ 2Y0a .dzaAySaa {OKz22f | ydwanding RredictiveiAndlyticdzii S Qa L
Experiments for the Future

There were followon reasons for conducting the Blifdress Testin an academic setting.
If, as happened, PredictigMork<xstrategc rules engine assessment system in an academic test
environment achieved similar reliability and performance results, as compared to the first battery
of tests in Silicon Valley, such an accomplishment would certainly be ample justification for
establishing a formal academic alliance with Predictf@arks. This relationship is presently being
shapedo & dziAf AT Ay3 | DNIYyOG ! RYAYAAUNI GAZ2Y LINROS
interest in educational standards being kept on the cutting edge of innmwvaéind the
PredictioWWork<interest in updating and automating it technology tools. Additionally, such a
process opens the door to validate a longer term Predidtfonksclaim that they are pioneering
two new technology/solution categoriemamely New Gawth Management (NGM) and New
+SYy(dz2NB al ylF3SYSyidi é6bzxaod LT GKSANI aySg OF (¢
as their strategy predictive analytic system, that may well promise novel and revolutionary ways
to reinvigorate and meaningfullintegrate real world capitalism with academia. A valued
realignment of the marketplace and academia, such as their claims suggest, could incorporate
paradigmshifting, collaborative ideation discovery and design (ID2) processes, integrated with
developmeni ¥ @It ARFGA2Y |yR O2YYSNOAFtATIGAR2Y 068
proprietary tools.

Thus, the Grant dministration process could well aid not only Predictork) ¥ S I NJ
term software development agenda and annual recalibration ngledlsin thelonger term, other
core competencies inherent within their strategy predictive analytic rules engine. For instance,
fleshing out their Core Asset for Sale (CAS) core strategy archetype may well provide a practical
nearterm bridge for revitalizing and nasuring a more productive, retime innovation
NBfFGA2YAaKALI 6S06SSYy O2NILBR2NIGS ! YSNAOI IyR IO
in-house CAS Lab Innovation Platform (CLIP) idea creation and design/development tools for
mobilizing high returnshort term innovation sales could be especially advantageous in the
process of creating a lively, productive and profit producing marriage between the pure R & D
being conducted by universities and the application needs of the marketplace. A big n&tsd exi
Ay GKAA GKAGS aLI OS 2LIIRNIdzyAGeT gKSNB GKS LI
GSY(dz2NBX ySg INRBGUOK YIyYyl3aSYSyid O2yOSNya SaLlSc
Market workhorse (companies with revenues between $10M and $900M) Wwhith major GNP
growth originates. The implications for job creation and academic/corporate integration are
huge, as these concerns are not only regional and national but global as well.

13
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SPONSOR OVERSIGHT ENTITIES: Representatives:
TheUniversity of Texas
McCombs Business School John Sibley Butler, PhD.

J. Marion West Chair for
Constructive Capitalism
GaryM. Cadenhead, PhD.
Former Director of Master of
Science in Technology
CommercializatiofProgram
(MSTC)

IC Institute John Sibley Butler, PhD.
Fellow and former Director
GaryM. Cadenhead, PhD.

Fellow

BUSINESS PLAN SOURCES:

Moot Corg®@Competition GaryM. Cadenhead, PhD.
Former Director of the
GlobalMoot Corg®
Competition

G51 Venture Capital Rudy Garza,
FoundingPartner

Angel VentureCapital Jamie Rhodes,

IC Institute Fellow

PredictiolWorksPROJECT LEADERS:

Mark Long
Chip Adams

TEST RESEARCHERS/MONITORS:

Rashi Jain, Blossom Eze, Hassan Mansi, Quy Le, Melanie Guerrier, Ryan Kelly, Patrick Wooding
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DOMAIN EXPERTS:
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TheMcCombs School of Business

The McCombs School of BusinestsThe University of Texas at Ausbiffers undergraduate,
master's, and doct@l programs for their average 12,000 students each year, adding to its 93,523
member alumni base from a variety of business fieldsaddition to traditional classroom degree
programs, McCombs is home to 14 collaborative research centers, the intarabliosiness plan
competition: Venture Labs Investment Competition (formerly known as "MOOT&Gpgnd
executive educatiorprograms. McCombs is also the oldesblit business school in Texas.
Effects of the 1990s technology boom ashot-com bubblewere palpable irAustin leaving the
nickname "Silicon Hills" on the city. One McCombs School program that has capitalized on this is
the Venture Labs Investment Competition, the oldest operating ibtesiness school new
venture competition in the world. Begun i®984, it has been dubbed the "Super Béad world
business plan competitions.

IC Institute

¢KS L/uy LyadgAddziS o+ a F2dzyRSR Ay wmoptrTt Fa | ai
George Kozmetsky, that technological innovation can catalyzerralgeconomic development

through the active and directional collaboration among the university, government, and private
sectors. Since then, the Institute has researched the theory and practice of entrepreneurial
wealth creation and has been instrumefita Ay ! dz2dAy Qa 3INRBGOK +Fa Fy )
center and in the development of knowled¢p@ased economies in over 35 countries.

John Sibley Butler, Principal Investigator

John Sibley Butler holds the J. Marion West Chair for Constructive Capitalibs Graduate

School of Business (Department of Management). He is a professor in the Management
Department and holds a joint appointment in Organizational Behavior in the College of Liberal
Arts, where he holds the Darrell K. Royal Regents Professanskiipics and American Society
(Sociology). His research is in the areas of Organizational Behavior and Entrepreneurship/New
Ventures. His research appears in professional journals and books. He is the Sam Barshop Fellow
at The IC2 Institute, an organizat dedicated to the creation of new ventures throughout the
world. For the last seven years, Professor Butler has occupied the Distinguished Visiting Professor
position at Aoyama Gakuin University in Tokyo, Japan, where he lectured on new venture start
ups and general entrepreneurship. This past year, he was named as a distinguished Libra
Professorship at The University of Southern Maine. Professor Butler has served as a consultant
for many firms and the U.S. Military. At this time, he is Management Cian$dior State Farm
Insurance Companies, with Corporate Headquarters in Bloomington, lllinois. In this connection,
he has given lectures on general management issues of corporate America. He is also one of the
distinguished professors who composedthe BEOiA O | ROAa2NE ¢SIY 2F D23
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2000 Presidential Campaign. Professor Butler has appeared on over 30 radio and television
programs, including Eye On America (CBS Nightly News), The Jim Leher News Hour, CBS Radio
Talk Show, The Osgood Repog, @ t dzof AO wl RA2® LYy | RRAGAZ2Y I t
appeared in The Wall Street Journal, The New York Times, The Chicago Tribune, Time Magazine,
U.S. News and World Report, and other newspapers and magazines across America. His books
include Entepreneurship and SeHelp Among Black America: A Reconsideration of Race and
Economics; All That We Can Be: Black Leadership and Racial Integration the Army Way (with
Charles C. Moskos Winner of the Washington Monthly Best Book Award); Immigrant and
Minority Entrepreneurship: The Continuous Rebirth of American Communities (with George
Kozmetsky, forthcoming); and, Forgotten Citations: Studies in Community, Entrepreneurship,
and SeHHelp Among Blackmericans (with Patricia Gene Greene and Margaret Jwhns
forthcoming). Professor Butler received his undergraduate education from Louisiana State
University in Baton Rouge and his Ph.D. from Northwestern University in Evanston, lllinois.

GaryM. Cadenhead, Principal \restigator

In 1980, Dr. Gary M. Cadenliepined the faculty of the Business School, now the McCombs
School of Business, at The University of Texas at Austin; and he retired at the end of May 2016.
During this period, he directed two major entrepreneurship programs and taught in both the
MSTC att MBA programsDr. Cadenhead taught graduate business courses in management
accounting, strategy, and entrepreneurship.

For the past nine years, Dr. Cadenhead has hbenDirector of the Master of Science in
Technology Commercialization (MSTC) Progtdnuer Dr. Cadenhead's leadership, the MSTC
Program has more than doubled in nhumber of studenltsyeloped an online option in which

students literally come to class via the Interngigcreased the experience level and quality of

entering students, increaskthe number of successful ventures launched each year, inaugurated

an International Trip, increased the competitiveness of MSTC teams in new venture
competitions, enhanced the effectiveness of the curriculummproved the format for the course

offerings, YR &A3IYATFAOFIy(Gf& AYyONBlFIaSR GKS aiddzRRSydGac
taught in the Program, including the initial class in 1996.

As a Senior Lecturer in Entrepreneurship, Dadenheadserved as Director of the world
renowned MOOT CORPConpetition from 1992 until 2005. Under his leadershithe
Competition grew from eleven universities to forty, became truly global, became a launch pad
for new ventures, and offered the winners $100,000 in investment capital. During his tenure, the
venturesalso increasingly focused on technologies developed at The University of Hexakso
taught the MBA courses that prepared UT MBAs for the MOOT @COétRpetition.

In four different years, Texas MBA students selected him to receive Outstanding Graduate

Business Professor Awards. In 1995, the Kauffman Foundation and the Entrepreneur of the Year
Institute recognized him as one of the Top Ten Entrepreneurship Educators of the Year. In 1998
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and again in 2003, Dr. Cadenhead and the MOOT ®@Biegram weredatured ininc. magazine.

In 1999, he received the Entrepreneurship Education Pedagogy Innovation of the Year Award
from USASBE. In a 2003 survey of entrepreneurship directors commissioadrégreneur
magazine, Dr. Cadenhead was recognized as otteedhree top directors of entrepreneurship
programs in the United States.

Prior to joining The University of Texas in 1980, Dr. Cadenhead held faculty positions at Stanford
University, UCLA, and the University of California at Santa BarHardas beera visiting
professor at the University of Hawaii at Manoa, Ecole Polytechnique Federale de Lausanne in
Switzerland, IMADEC University in Austria, and Texas Christian University; and served as the chief
financial officer of the Center for the Study of Demai Institutions in Santa Barbara.

During 1988, he served as Research Director for the Texas Strategic Economic Policy Commission,
which developed a strategic plan for the State of Texas. He also prepared business plans for the
Texas Lottery Commissiamd the Kansas Bioscience Authority.

He earned two bachelor degrees from Southern Methodist University: 1) a BA in mathematics
and elected into Phi Beta Kappa and 2) a BBA in accounting graduating first in the business school
class of 1962. He next earnesh M.B.A. from Harvard University and received his Ph.D. in
accounting from Stanford University. A CPA licensed in the State of Texas, he had auditing
experience with Haskins & Sells, now Deloitte. In addition to having been an auditor, he had
experiencehiring and managing auditors during his tenure as Chief Financial Officer of the Center
for the Study of Democratic Institutionsy R/ KF ANX Yy 2F (GKS 1 dzZRAG [/ 2
His articles have appeared in various professional journals, includingptirnal of Accounting
ResearchAccounting Reviewand Abacus He has also published in tiesign Management
Journaland The Journal of Private Equit\His third bookNo Longer MOOT: The Premier New
Venture Competition From Idea to Global Impaaspublished in 2002

Dr. Cadenhead has a lifelong involvement in entrepreneurial activities. He has started and
managed his own ventures, consulted new ventures, served on the boards of new businesses,
and assisted minoritpwned businesses. He served onretliExecutive Advisory Board on
Intellectual Property and Technology Transfer at The University of Texas at Austin, as a governor

of the Opportunity Funding Corporation, a nonprofit entity that encourages minority economic
development, and on the Advisory &uadl for Technology Transfer at the Los Alamos National
Laboratory. He now serves on the advisory board of The Journal of Private Equity. Currently, Dr.

/| F RSYKSIFRQa LINRPFSaarAz2ylt FOGADGAGASE Ay@2t dS |
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Exhibit A

Wilson Sonsini, Hitachi Consulting

andFSXvalid- G S { dzLJS NJ |
Assessment System;

Scores 10 for 10 in Monitored

Blind Stress Test

SupetLak©

What Was Assessed

The future performane of ten venture
backed companies launched between
2000-2003. $400 million was
collectively raised by eight high tech
companies, one consumer product
company and one medical therapy
company.




Steering Committee

Oversight Representative

Wilson, Sonsini, Goodrich & Rosatl John Turnel

Jack Sherida

Financial Services Exchange. Robert Spencer, Presid
(FSX), National Investment Bank

. Steve Frye

Association

Joe Cerbon

Hitachi Consulting Chris Lod

Gable PR Tom Gable

SuperLab

Project Leaders
Mark Long

Chip Adams
Researcher
Bonnie Alexander
Domain Experts
Stanley C. Brooks
Steve Moeller
Chris Lord

David Raab



Stress Test Results

Out of the 10 business plans providesuperLalo assess,
SuperlLabds Core Strategy Assessmer
of 10 successfully in the opinion
Commi ttee. I n effect, Super Labds
predicted accurately whether or not these vedcked

startups or restartups, which were collectively funded with

$400 million of investor funds, would be suitable

investments to meet angel and/or venture capital fund

standards.

SuperLabds Core Strategy Assessm
provided the reasoms Thesehi nd Super
Oreasonso were rated ohighly insi
Committee judges.

SuperLab executed each assessment witBihdurs.
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Three National Leaders Conduct the Stress Test

SuperLab has been developing a New Venture/New Product Coggy tsasssment System since
2003. This system, which is now in its fourth version, has betasteetand used commercially
since 2006.

Il n April 2009 the l aw firm of Wi |l son, Sonsin
SuperLab to represent 8umb going forward. Also during April, SuperLab began discussions with

Hi t achi Consul ting. These discussions center
SuperbLab in connection with the autadyn2809i on o

SuperLab began providing its Core Strategy Assessment System servicesdéalérolien
members of FSX. SuperLab initiated the idea for a Blind '

Stress Test with WSGR, Hitachi Consulting andrréatly [F5 &
April. SuperLab requested that eddhefirms participate = :
as overseers and providers of business plans. These bu
plans had to be of companies launched in theZ2O@time
frame, venture capital and/or angel financed. In addition,
firm providing the plan had to know the aghesformance
to date of the assessed company.

Actual Blind Stress Test Session

A Blind Test on Venture Backed StartJps

The reason for the Blind Stress Test was to validate the level of reliability and performance of
SuperlLabds Assessment Sys-tpecaompanpds| bugi hesprep
company was deserving of angel or venture capital investment. SuperLab was not permitted to use
any information from any source (including th
SuperLab was not allowecdht@ v e any contact with a companyds
team. SuperLab executed each assessment \ddHio&s.

SuperLab was permitted to seek the help of any technology or business domain expert on any
assessment. However this domaiertxgad to agree in advance that he/she would not provide any
information beyond the date of a Companyds bu
permitted to opine on the assessed Companyds
ansver from the logic, rating system and predictive patterns of its Assessment System was simply this:

Would this venture backed company provide its early investors a high R®ased IPO or
sale/merger liquidity event within 7 years of launching? Why or whyot?

Profiles on the 10 Companies Assessed

WSGR selected six companies and FSX, through efforts of Steve Fryer, selected four companies for
the Stress Test. Combined these 10 companies raised approximately $400 million to launch their early
efforts. Nnhe of the companies were high tech or high tech deagied except orea golf
accessories manufacturer. The last comysg medical therapy compahyese companies and

the approximate amounts they raised during their first 7 years were as follows:
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Golf Accessories Manufacturing Advanced Audio &chnologies for
Surround Sound Systems

$1 million Raised $3 million Raised

Sales & Marketing Point of Sale Clean Technologies for High Volume
Technologies Food Processing Firms

$25 million Raised $50 million Raised

Mobile ECommerce Platform Digital Media Distribution

$10 million Raised $6 million Raised

Managed Threat Detection & OntLine Investment Advice Services
Response Services

$70 million Raised $130 million Raised

Wi-Fi Technologies for RV RaResorts Treatment Programs & Therapies for
Addiction

$1.2 million Raised $135 million Raised

The Protocol Followed

The following procedures were established by the Steering Committee and agreed to by SuperLab:

5-10 Hours Per AssessmentSuperLab devoted on averad® hours of work per assessment.
Fourplansver e assessed at the WSGR offices. Si x

Redacted Business Plans. Redacted business plans or private placement memorandums
(PPM6s) would be provided SuperlLab by steeri
being assessed and their performance record to date. The name of the company, and it principal
names and product names were redacted. WSGR provided 6 business plans and FSX member
Steve Fryer provided 4 business plans. Two of the business plaed pyo@ttve Fryer did

have the names of the company and its princ
affidavit that these two companies were not recognizable names.

No Information Beyond the Date of the Business PlanSuperLab would use &ssessment

system on information provided by the following:
1 The business plan or PPM.
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1 Any researched information not provided by the business potarided this
information was not dated following the date of the business plan except contact
with orinfor mat i on from a company®&s customer s,
was not permitted.

Affidavit of Honest Performance. In order to help satisfy the requirementsoahformation
beyond the business plan date, the principals and staff of SuperLab provided Steering
Committee affidavits of Honest Performance.

How SuperlLabds Assessment System Actual

SuperLab precisely forecasted the seven year business and investment
performance for 10 out of the 10 companies assessed. In other 4
Superlab was able to rate and score with its Assessment Systemthe o
investment performance each company actually provided its inve 2
against the standard critediawould this venture backed compan
provide its early investors a high ®@sed IPO on &&merger liquidity
event within seven years of launching.

would go out of business and three would be sold. Of the three sold
SuperLab predicted one company would be sold for an acceptabl€e’
profit and while two companies would generate little ROI, if any,
from their sale. Steering committee judges acknowledged not only

the pinpoint accuracy of the assessments, but the keen insights that buttressed assessment
conclusions. Three companies remakid in business and as forecasted they did not generate
a liquidity event or come close to meeting revenue projections in the seven year timeframe.

How can SuperLab help You?

To find out how SuperlLabds tools ca

innovaton and/or investment challenges please contact Mark Long or Chip

. Adams. SuperLab can customize our powerful training, assessment and

- & design tools to fit your budget and time deadlines.
i)

SuperLab

9020 Activity Road, Suite D

San Diego, CA 92126

(619) 663222

www.mysuperlab.com
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650 Page Mill Road

. L . : Palo Alto, CA 94304-1050
Wilson Sonsini Goodrich & Rosari = R
PROFESSIONAL CORPORATION IH(::Q 650I4‘)3t6§11

WWW.WSgr.com

June 24, 2009

To Other SuperLab Stress Test Steering Committee Members

Our firm was retained in February 2009 to represent SuperLab for legal and business advisory
services.

In April 2009 SuperLab, through its President Mark Long, asked certain attorneys of our firm to
participate as a Steering Committee member on a blind stress test of SuperLab’s New Venture
Assessment System. Mark informed our firm that FSX, Hitachi Consulting and possibly Rady
Business School would participate as Steering Committee members.

We were intrigued with SuperLab’s Assessment System and rigorous testing of the Assessment
System seemed a natural step for SuperLab to take. As a leader in the venture capital and high
tech industries, WSGR has made it our business to watch and stay current on new developments
that can contribute to new venture innovation and investment processes.

After discussions with Mark, the following protocol was agreed to with SuperLab. We were told
that the other Steering Committee members had been apprised of the protocol and agreed to it as
well. This protocol was as follows:

1. Redacted Business Plans. Redacted business plans or private placement memorandums
(PPM’s) would be provided SuperLab by steering committee members who knew the
companies being assessed and their performance record to date. The name of the
company, and its principal’s names and product names were redacted. Representatives of
WSGR provided 6 business plans and FSX member Steve Fryer provided 4 business
plans. Two of the business plans provided by Steve Fryer did have the names of the
company and its principals. SuperLab’s principals have represented to us that these two
companies were not recognizable names.

2. No Information Beyond the Date of the Business Plan. SuperLab would use its
assessment system on information provided by the following:
e The provided business plan or PPM,
* Any researched information not provided by the business plan, provided this

information was not dated following the date of the business plan.

3. Representation Honest Performance. The principals of SuperLab have represented to
us that they have complied with the testing protocol, including the requirements that no

4741072_1.DOC

AUSTIN NEW YORKR PALO ALTO SAN DHIFGO SAN FRANCISCO SEATTLE SHANGHAL WASHINGTON, D.C
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information beyond the date of the business plan or PPM be used in assessing the
potential investment.

4. Steering Committee is Judge and Jury. The steering committee member that provided
the business plan would evaluate SuperLab’s report for the level of predictive accuracy.

Our firm provided six redacted business plans for SuperLab to assess. Four of these P]ans were
assessed by SuperLab at our offices in San Diego during the week of May 4"-May 8". The other
two assessments were performed by SuperLab at SuperLab’s offices.

SuperLab scored each of the six business plans we provided accurately in how the companies
ultimately performed. SuperLab scored all six companies as “no fund” venture investments. In
our judgment, four of the six business plans also identified with reasonable specificity the risks
that ultimately lead to the Company’s failure to achieve business goals. SuperLab’s assessments
predicted none of these companies would provide early investors with a high ROI liquidity event
through IPO or sale/merger within seven years of launching.

We were pleased to have participated in this Stress Test and were impressed by the results.

[f any Steering Committee members wish to speak with me feel free to call me at (650) 565-
3599.

Very truly yours,

WILSON SONSINI GOODRICH & ROSATI

Pro feS}i.orrHTC orporation
( A /\ (
LS
R—

C:ANrParthI'PALIB2EG64741072_1.DOC (29813
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HITACHI

Inspire the Next

@ Hitachi Consulting

8105 Irvine Center Drive Suite 300
Irvine, CA 92618
www.hitachiconsulting.com

To Other SuperLab Stress Test Steering Committee Members

Our firm was contacted by SuperLab in March 2009 to become a software development provider to SuperLab. In
April 2009 | agreed to participate as both a domain expert and as a Steering Committee member on a blind stress
test of SuperLab’s New Venture Assessment System. Mark informed our firm that FSX, Wilson Sonsini and
possibly Rady Business School would participate as Steering Committee members.

| was consulted concerning appropriate stress test protocols. Like the other Steering Committee members | agreed
that the following protocols be followed:

1.

4,

Redacted Business Plans. Redacted business plans or private placement memorandums (PPM’s) would
be provided SuperLab by steering committee members who knew the companies being assessed and their
performance record to date. The name of the company, and its principal’s names and product names were
redacted. WSGR provided 6 business plans and FSX member Steve Fryer provided 4 business plans.
Two of the business plans provided by Steve Fryer did have the names of the company and its principals.
SuperLab’s principals have represented by affidavit that these two companies were not recognizable
names.

No Information Beyond the Date of the Business Plan. SuperLab would use its assessment system on

information provided by the following:

e The provided business plan or PPM.

e Any researched information not provided by the business plan, provided this information was not
dated following the date of the business plan.

Affidavit of Honest Performance. In order to help satisfy the requirements of no_information beyond

the business plan date, the principals and staff of SuperLab provided the Steering Committee
affidavits of Honest Performance.

Steering Committee is Judge and Jury. The steering committee member that provided the business plan
would evaluate SuperLab’s report for the level of predictive accuracy.

During SuperLab’s Stress Test work, | was called upon to be a domain expert on three of the assessments. On one
assignment, | performed my work for two hours at the offices of Wilson Sonsini. On another assignment |
performed my work at SuperLab. The third assignment | performed over the telephone.

| was impressed with the work-process of SuperLab. Although Hitachi Consulting did not supply any of the
business plans, | have no doubt Wilson Sonsini and FSX did provide suitable plans that would have tested the
performance of SuperLab’s Assessment System.

| was provided the results on each assignment as the Stress Test process proceeded. Upon hearing the successful
results to date,namely eight out eight,| am impressed. | look forward to the final results on the last two assessments.

Very Truly Yours,

Chris Lord
Hitachi Consulting

Last saved on 6/3/2009 © 2009 Hitachi Consulting Corporation. Page 1 of 1
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