Case Study Guide:  Edocs
Please address these questions when preparing for the case discussion:

1. Is Edocs a good investment opportunity? If you were Guerster, how would you evaluate Edocs? Consider the following questions when evaluating Edocs: What is the nature of the opportunity? What is the business model? What is the risk/reward structure of the venture? What is good about the market? Size? Growth rate? Stability of cash flows? Has there been any new competition recently? What does this mean for Edocs?

2. What are the most important terms for Laracey? What is he concerned about?
3. What about Guerster? What are the important issues in the deal for him?

4. Is CRV a good venture firm? How do you decide? What are the criteria that you are going to evaluate to determine whether the match makes sense?

5. What is the value of edocs? (use comparable firm approach)
6. Should Laracey shop around? Should he ask for a second term sheet? Would shopping around/asking a second term sheet affect the dynamics about the negotiation?

7. Who has the bargaining power in this negotiation? Why? What factors play into the bargaining power?
8. Draw the payoff diagrams for participating convertible preferred and straight convertible preferred. Also graph the difference between participating convertible preferred and straight convertible preferred. What is the implication of the difference?
9. How important is the board representation? Why is CRV so concerned? What is the purpose of the board of directors?

10. If you were Laracey, and if you ask for an alternative sheet, what would it be like? Think about the terms that you would add, change, or delete.

