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For the pas three months, 27-year-old Cal MacTavish had been exploring an idea for an innovative mobile
application (app) called Golfgamez. At this point, MacTavish had fwisted the ear of every one of his
‘olfing buddies (over countless pints of post-tovad ale), received deep feedback on an impressive set of
‘wireframes and protofypes that he had developed (on i own time, fequenly working late into the night)
‘and amived at the conclusion that he vas holding onto a potentially great idea. As he watched from his
clubhiouse balcony perch s another foursome amived on the eighteenth green. MacTavish nervously
‘pondered some critical looming decisions. How should he go about building. distributing and pricing the
‘app? Shovld it be developed o the Apple iOS or Andoid platforms? What kind of start-vp capital would.
‘be seqired, and where would be secure the funding? Would he have to sk his successful banking career
‘and take a gamble on this new venfure, or could he contime to develop this idea “on the side™

REVENUE STREAMS

Like several ofher golf apps already on the market, Golfgamez would leverage the global positioning.
system (GPS) technology built ino smartphone hardware {o provide high-resolution, satllte-based aerial
views of teas of thousands of golf couses located around the world, allowing players o track and share
detailed satistics about their games (e, clubs used, distances i, shots, putts, greens in regulation and so
on). MacTavish believed that building an attractive GPS-enabled scoring app was essential, even before
attemping to introduce any value-adding differentiaors. Without a competitive core offeing, users would.
‘2ot be bothered to dowaload the app.

MacTavish was ocertain how to go about pricing the app. Prices for basic golf.scoring mobile apps
ranged from free fo $4.99. A few more sophisticated. GPS-enabled scoring apps were avaiable; for
example, the top-selling Golfshot app (by Shotzoom LLC) was sold on, both the OS pltform (via the
‘Apple App Store) and the Android plaform (via Google Play) for $29.99. The fevemue potential appeared.
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significant, with an estimated 65 million golfers worldwide:” in the United States, golfers were categorized
25 “Avid” (Le. 28 pr ceat played 25 or more rounds per year), “Core” (1. 2 perceat played eght 1o 24
rounds per year) or “Occasional” (ie. 45 per cent played one to seven rounds per year)® MacTavish did
ot ye have a very clear sense abont the proporton of golers who owned sarphones, but there did
appear o be a vry high agelncome demographic comlation (e . according o one repot by Business
Isider, 50 t0 80 per ceat of affloent Ameicans uader 65 years f age aready owned a smarphone’)
T for the prposes ofesticatiog a baseline market size, MacTavish asoued tha 50 per centof golfers
i the world already owned,or so0n would own,  smarphone. Sl uacertain about how tch to charge
o the app. MacTaviah wa detemined that the basic Golfgames app would e o exceed the Golfihor
userexpenience

Selecting 2 development platform was another important, complex: decision that would have to be made
quickly. Mobile apps developed for the Apple iPhone, which used the 105 operating system, were typically
sold via Apple’s App Store. Meammvhile. apps developed for the Android operating system (e.2. 0 1 on
Andeoid smartphones mamfactured by Samsung. HTC and Motorola), were typically sld on Google Play.
Both the App Store and Google Play charged selles  sales commission of 30 per cent. At the end of 2012,
hese two platfomys accounted for 92 per cent of otal smartphone sales — 22 per cent for i0S and 70 per
cent for Android’ Moreorer, seling prices were on average 0 per cent higher on Google Play versus e
pp Store* On the other hand, App Store saes contimed to dwarf Google Play sals by an average factor
of four to cne.’ MacTavish pondered these data and wondered: Should Golfgamez be developed on
Andoid fist, 10 firt or perhaps both concumently? The top fve globally downloaded {Phone d
‘Andeoid apps as of December 2012 are lsted in Exhibit 1

In addition to the core GPS-enabled golf-scoring app, Golfgamez wovld be differentiated from competitor
‘apps in fwo important, value-adding ways. First, golfers would be able fo access and browse high-value
discount coupons for local golf equipment and services. Rather than pushing these promotions on players
(e in the form of vawanted advertisements), the app would enable wsers fo opt fo click fo review
available deals, along the lines of Groupon's coupon offers * Thus, sellers would be approached to offer
‘deep discouats o buyers (i¢.. 50 per cent or more off retai prices), with the remaining 50 per cea of ales
proceeds split evenly befwween Golfgamez and the sellr. While the Grovpon model had been crificized as
‘unsustainable for some fypes of sellers, MacTavish felt it wovld work in the golf indusiry considering
frequent mamufacturer incentives, significant retail markups on golf equipment and the attractive tied-
selling and vp-selling opporfunites it would enable sellers to pursue. In short, he suspected golf retalers
‘would be receptive to an idea that precisely fargeted affluent golf buyers and dsove them info refal stores.

Vet anoftier reveme stream idea involved enticing players to connect deeply with one another by wagering
‘on a wide range of popular “side games.” For example:

« Nassau: “A Nassau s made up ofthree matches, The frontnine holes make up the Srst match.the back
nine the second, and the 18 hole {otal makes vp the third. Match Play format is most commoaly wsed.

 htpionfne s comartic/ SE10001424052702304 7608045764 2555403577356 i, acosssed March 26, 2013
g mbrelamediscomprodcts/ g medisgof demographics, scosssed March 25, 2013,
v sinessinider.comue-smarphonsmariet-2012-9, scoeasd March 25, 2013

it Recherunch.cony20 13101/ 28/androktos grabbed-92-of giobabsmarphone-shipmentsin4-2012-anchoktundputec-
volume-eacer-caye-analy, accessed March 25, 2013

e inloungecoigol-lay-andpp-ore- s e e 3ol 3cssoed March 25,

g ek comcoucSople-app-soreevenue-dhare-androiapp-store-esles o, acossesd March 28, 2013,
i cnbo.comic3092705, acoesoed March 28, 2013,




image3.png
Page3 9813010

A bet is made for each match For example,  ‘10-10-10" would indcate a $10 be on the frontnine,
$10 bt on the back.and a $10 bet on the eatire 18 holes”

o Stins: “Each hole i a sin and has a designated value. The lovest score on each hole wias the skin If
et skins are being played t i ypical to use 112 of individuals course handicap index. Groups ypically
by nto the skins game and the money gets split by the mumber of skins won.”

«  BingoBango-Bongo: Bingo, Bango, Bongo allows players fo be competfive regardless of the
@fferences in bandicaps. Each bole has three points available. Any monetary value desired may be
assigned 0 each poiat.Poatsare eamed as fllows: Biago — Frst ball n the green= 1 poia; Bango —
Closest t the pin after everyone s on the green = 1 point: Bongo — Frst ball i the hole = 1 poiat.

Dozens of these sors of sde games had become popular among golfers. MacTavish's vision was ot to
develop graphically inteasive mobile games but rather to create simple and highly infitive inerfaces
enabling golfer. playing real games of golf, to manage their side games and to pay their side bets
‘automatically. The point was o help golfes have aven more fin while playing the game of golf. Wagers
on these kinds of games were fypically n the range of S to $3 per hole. but they could be for as ffte 25
‘pennies or a5 amch as hundreds of dollars per hole or game. Althongh MacTavish was uncertin horw
Srequently o for how much golfers played side games on average. in bis own experience (3 an “Avid”
olfer) i vvas extremely common — e estimated tha saore than 50 per cent of i own play imvolved side
bets of $3 o §5 per hole. For the sake of argument though. MacTavish conservatively imagined that
Golfgamez users would use the side game befting feafures 5 pr cent of the fime, with an average spend of
S1 per hole (ie., $18 per round). In terms of monetizing these tramsactions. he discovered that online
sportsbooks charged transaction fees i the range of 2910 3.9 pe cent *

COST ESTIMATES
MacTavish had assembled the following preliminary start-up estimates for his new venfure:

« Capital expenses included leasehold remodeling ($4.000); office equipment and furmifure (52.500):
computer cquipment, network and phones (57.500): software design and developer ks (§3.000); golf
industry database (one-time fees) $12,500; rent pre-payments (54,000); and licenses, professional fees
‘and basic offce supplies ($1.000)

* Monthly operating expenses inciuded rent ($2.000); gof industry data fees ($1.200); marketing, public
seltions, tradeshows, ads and travel ($1,500); and telephone, Intemet, viliies and service fees
(51,000

« Hiring a full-time developer (i., to build the app on the iOS or Android platforms, including a client-
side app with server-side infegration to faciltae social ineractivity) would not be cheap. Average
culine developer salaies were approximately $91,000 per year, pius benefits of 164 pr cent,tesulting
in 2 monthly salary cost of $§.827.*

« Hiing a full tme marketing manager (i, fo develop the covponing business) would cost
approximately $123,000 per year, plus benefits of 16.4 per cent, resuling in a monthly salary cost of
it
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FISH OR CUT BAIT

s MacTavish pondered these decisions, he lmost faled to nofice his pocket was vibrating. He managed
o fish out b smartphone and answer before the call went fo voicemal It was bis assistant callng o
cemind him about his 3 pn.client meeting. He refumed his phone to his pocket and took a deep breath.
His banking carcer had advanced rapidly. and he had been rewarded handsomely — i the last year bis
salary had fopped $150.000, and there were some great perks (ca allowances, fuach budgets, vacation
cruises ... even the goIF club membership he vas aow enjoying had been paid for by the bank). And he
knewy he was being groomed for more senior roles. Why. he could almost see the next 10 years of his
career 1id out in font of him, ke a road paved in gold! But if Golfgamez was going fo become 3
successful usiness it would reqite some serious ful-ime leadership. Should be put his career oa hold to
‘pursue this entrepreneuial dream? How quickly could the new business refurm him to his old salary? Was
his salary even tha important? MacTavish had more difficult questions (0 azswer.
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TOP FIVE GLOBALLY DOWNLOADED IPHONE AND ANDROID APPS, DECEMBER 2012

Top Phone Apps Price Downloads (Lmonth)
Ciear Vision (Arcade) 599 2334101
WhatsApp (Social Networking) 599 2004861
Fruit Ninia (Game) 599 1798719
“Minecraft (Sim Gaue) 3699 1459405
Asphalt 7 (Ascade) 599 1214912

Top Android Apps Price Downloads (Lmonth)
Vhinecraf (Sim Gaune) 3606 150725
FoxFi (Comamnication) 3696 62853
Draw Something (Games) 569 7335
‘Swiftkey 3 (Productvity) 5453 69,981
WeatherBug (Weather) S199 661

‘Source: bt yo e, acosssed March 28,2013,




