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Name of the Company: 

KriptoTech 
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Partners:  

Mustafa Çağrı İmamoğlu 

Mustafa  Kantekin 

Esat Emre Erdem 

Aykut Yıldırım 

Okan Çalıkoğlu 

Legal Structure:  

Corporation 

Headquarters:  

Ankara 

 

Description of the Business 

 

KriptoTech is founded in September 2010 and its owners and shareholders are Bilkent University 

undergraduate students. The main aim of the company is to provide a safe way of transporting the 

data between electronic devices. The products of KriptoTech are safe USB devices. The detailed 

description of the product is explained in the production description part.  

The legal form of the company is considered by the shareholders as corporation. The reason of 

constructing the business as a corporation is that in later production stages of the product, the 

company is going to be in mass production and therefore as a gross company the shares are going to 

be delivered to the public.  

The owners and shareholders of the company are also workers of the company. In later stages of the 

production additional worker hiring will be in consideration. The shareholders have the necessary 

technical backgrounds. Each owner of the company is specialized in their skills and has specific 

tasks in the design, development, production and marketing stages. The responsibilities of the owners 

are described detailed in the Roles of the Members of Company Management part.  

The directors of Software and Hardware are enrolled in mostly the design and production stages of 

the product and have to work together for long hours. They will report every step and developments 
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to the CEO. The director of R&D always looks for new technologies therefore he always searches 

information in terms of reducing the cost of the components and reports the developments directly to 

the CEO. The director of Sales & Marketing is mainly responsible for the sales of the products and 

searching the market and he also directly reports to the CEO. Chief Executive Officer is the head and 

control mechanism of the company. He checks the status and makes the necessary coordination 

between departments. He controls each stage and steps of the whole production process and checks 

the necessary marketing strategies and gives feedback to the directors of the departments. 

Vision & Mission 
 

Vision 

The vision of our company is to sustain each person or company a safe data storing device. By the 

help of our products people will feel free to use their own USBs and will have no confliction about 

data transfers and they will be able to use comfortably our products. This will give people their 

privacy and prevent third party members to reach the data in our products. 

Mission 

Mission of our company is to produce an easy, high qualified and user friendly device at first step. 

Later on with the help of advertisement we are planning to introduce our products and teach people 

to use our products and became a confident brand. After implementing our first success we will 

make mass production for our products and will become the most trusted, best known company for 

USB device in this sector. 

 

 

 

Organization Plan of the Company 

 

         Organization Chart 



Business Plan 1.0 Page 6 

 

 

Roles of the Members of Company Management  

CEO, Director of Project- Esat Emre Erdem: he has started his education in Bilkent University in 

2006, in Industrial Engineering Department. He made his internship in Finansbank at Treasury 

Department & Moda Timkar Textile Company at Production Department in summer 2009. He is the 

Chief Executive Officer and Director of Project in the company. He is in the singular organizational 

position in the company and oversees the departments’ operations and takes the necessary strategic 

decisions for the sake of the company. 

Director of Software- Aykut Yıldırım: he has started his education in Bilkent University in 2006, 

in Electrical and Electronics Department. He made his internship in Selex Communication A.Ş. in 

2009 summer in the Production Department. He has worked in NETMON A.Ş. in 2010 summer as a 

technical support engineer. He is well experienced in the computer skills and takes role in the 

production stages of the product by using the most appropriate programs, implements the necessary 

applications in the design stages of the product.  

Director of R&D-Okan Çalıkoğlu: he has started his education in Bilkent University in Electrical 

and Electronics Department in 2006. He made his internship in IBM Turkey at Technical Sales 
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Department in 2009 summer. He is specialized in the IBM’s DB2 products database design. Role of 

the director of R&D is to make the long term strategic and innovative strategies for the company. He 

searches for the new technologies to improve the standards of the quality of the product. He is well 

coordinated with software and hardware departments and observes the manufacturing processes of 

the product to see if necessary implementations to make.  

Director of Hardware-Mustafa Kantekin: he has started his education in Bilkent University in 

2006 in Electrical & Electronics Department. He made his internship in ASELSAN at Civil 

Communication Department in 2009 summer. He is responsible for all the electronic designs of the 

product and manages the hardware development process from prototype to pre-production stage and 

coordinates the manufacturing stages of the product. He also considers a cost effective, highly 

scalable and extendible architectural product in the designing and manufacturing stages.  

Director of Sales & Marketing- Mustafa Çağrı İmamoğlu: he has started his education in Bilkent 

University in 2006 in Industrial Engineering Department. He made his internship in HİDROMEK at 

Production Department and IBM Turkey at Human Resources Department in 2009 summer and he 

made internship in MAN at Sales Department in 2010 summer. He is responsible for managing 

budgets, measuring success and searching for the appropriate market. The responsibilities also 

include detecting potential customers, managing the customer relationship and developing marketing 

strategy and planning for the company. 

Location 

 

We are planning to locate our head office in Bilkent, in CyberPark. Choosing our office in 

CyberPark has many advantages to us. As all company stuff is a member of Bilkent University, we 

will pay less rent, and taxes will also be reduced as the area is supported by government. We will use 

the benefits of being a member of Bilkent University in Cyberpark and our expenses will be much 

reduced. KriptoTech is producing safe USB devices and at the first stages of our production part, we 

are not planning to hire additional workers, the shareholders can maintain necessary work conditions. 

In later stages of our production part, to satisfy the demand of the orders in the market, we have to 

make mass production. We are planning to implement our production facility in İstanbul Street, close 

to the airport. As needed parts may be imported, the transportation of the components cost will be 

reduced by implementing the facility near airport.  
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Detailed Description of the Product  
 

KriptoTech’s products are safe USB devices. There are various electronic products in all markets 

however the information and safety of the data is an important issue. Most of the corruptions are 

occurred when transferring data between electronic devices and USB devices are used commonly in 

the markets to transfer the data. Our products will keep a safe way to user to transfer their data from 

one computer to another or between any electronic device and privacy will be highly guarded.  

Our company’s products are safe and easy to use. The user will enter a password from a keyboard 

which is implemented to the USB and the result will be shown to the user with LED system which is 

implemented to the keyboard. When wrong password is entered the system locks itself and USB 

device does not work in the implemented device so there will be no access to the data inside our 

products. The data inside the USB is encrypted both before and after using the device. 

The components of our product are as follows: 

- USB 

- Microcontroller 

- Keypad 

- LED 

The main component of our product is USB device. The software of the product will be implemented 

to the microcontroller component of the product. The keypad is connected to microcontroller and 

when the user enters the password from the keypad, the result will be shown by the help of LED. 

This will help user to understand either he entered a correct or wrong password. The working 

principle of the product is simple but there will be user manuals for the customers to understand the 

system of the product clearly. 

The advantage of using LED system will save space for our product. If an LCD screen were used to 

display the result of the password instead of the LED system, then an additional space would be 

required and this would create problems both for producers and for costumers. The cost of LCD 

would be higher for the producer and big size products would be inefficient for the customers.  
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The main disadvantage for our product is even though we use LED system, the size of the product 

will be large and this will create problems for producers in high costs and for customers big size 

products will keep more space and difficult to use. This may create problem in the beginning 

however in later stages of production, with the help of new technologies and our R&D department, 

we are planning to decrease the sizes of the product and produce a more efficient product by the 

time. 

Operational Plan 
Our products are designed as combining components of specific products such as microcontroller, 

USB, LCD/LED, keypad and implementing the electronic design. KriptoTech does not need to 

purchase any raw material to handle the production processes however these components can be 

considered as our raw materials. The expenditure budget includes necessary information about 

needed equipments, costs of the components and initial expenses of the company for the first 

periods. (Appendix 9)  

Inventory planning is important as we have to minimize the costs while maximizing our profits. This 

can be made by good inventory planning. KriptoTech uses continuous inventory planning techniques 

and our inventory sizes are planned to hold approximately 5,000 units. In the later stages of the 

production our company does mass production and in order to prevent from being out-stock, our 

inventory sizes should be appropriate for our sale levels.  

 

 

 

 

 

Competitive Analysis 
 

Being competitive and permanent in the market is an issue for the companies to overcome and to be 

able to success in satisfactory level of sales the competitors in the market should be analysed. In our 
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research we found out that we have both direct and indirect competitors in the market. To be 

successful and reach our sales goals in the market we need to search the market detailed and know 

our competitive companies. This section provides necessary information about our competitive 

companies’ products.  

 

Direct Competitors  

 Tübitak-SIR 

The products of Tübitak is sharing the same concept with KriptoTech, however Tübitak produces 

SIR for the military purposes and sells its products to NATO. It is known that they have sold 

approximately 600 products. The targeted market is military based and have no market share in 

domestic. This is our main advantage as we are considering to sell our product both public and 

private companies and KriptoTech has no restriction about its market, 

it can either be domestic or export.  We have a broader range of target 

market compared to SIRs which will give us the advantage to reach 

more customers and increase our sales. The selling price of the 

product is not known due to it is used for military purposes and not it 

is not on sale for end users. 

 

 Hypertech- DataSafe Encrypt Plus 2GB USB Flash Drive 

Another direct competitor of our products is HyperTech’s DataSafe Encryped Flash Drive. Its selling 

price is € 25.99. Hypertech company is producing encrypted USB devices. The working principle of 

the products of Hypertech is different from KriptoTech’s. The encryption principle takes place on the 

connected device and a software program is needed to work the system Our main advantage against 

this product is that our encryption is made twice. First encryption is made 

during opening the USB device and second encryption takes place when 

transfering data from electronic device to our USB devices. This way of 

encrypting data is a very strict way to protect the information during 

transfers. It is even impossible to break and reach the data with our 

encryption system. Our products offer a more secured data transfer and 
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this makes KriptoTech’s product advantages when compared to HyperTech’s DataSafe Encrypted 

USBs. 

 

 USB Encryptor Program 

There are various encryption programs for USBs and according to our searches we found out that 

their prices changes between $19.90 up to $69.95 in the market.This program is software which is 

considered for the users that use stationary devices such as PCs. The disadvantage of this program is 

that user need to install the software to the device which he wants to use and this will take place for 

each electronic device that he wants to encrypt. It is an inefficient way to use and our products are 

much faster and practical when compared to these programs. Its encryption system is weaker 

according to KriptoTech’s products. Our main advantage against this software is our products are 

much more practical and provides stronger protection.  

Indirect Competitors  

 Cell phones  

There are various cell phone brands in the market and some of their 

products use encryption systems. These cell phones prices changes 

between 300TL-1500TL.New cell phones such as BlackBerries use 

encrypted messaging system between its products. User can encrypt the data in these products  

however, the products are multifunctional and designed for many purposes, and to keep a safe 

information, buying these products will cost too much to the customers.The main disadvantage of 

these cell phones is that higher prices, weak encryption when compared to KriptoTech’s USB 

devices. Therefore our products are much cheaper and efficient for the customers that want to use it 

for the purpose of encryption.  

 

Market & Industry Analysis 
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As our product is a new and not known product the most important part is to introduce people and 

companies our products, so advertising is a very important issue at the first stages of development.  

In domestic market only Tübitak produces encrypted USB devices but its target market is not 

domestic and it sells its products to military based organization which gives advantage to our 

company. Our main target is domestic and we do not have any serious competitor in domestic market 

so this will give our company to grow faster. KriptoTech has no constraints to selling its products to 

a one type of customers. Our products are produced for all kinds of customers such as military, 

private organizations, government and public. This large range of customer profile will give the 

advantage of producing more and reach our goals faster. After being a well known and trusted brand, 

KriptoTech’s future planning is to sell its product export and work with companies rather than 

public. 

The main disadvantage in domestic market is that illegal usage of products. As people may try to 

find the product in corsair market and this act will reduce the sales of our products. Being a high 

qualified product producer company, trusted and well known in both domestic and export market are 

our main goals. Producing the highest qualified products in the lowest price will be our prior 

considerations. 

SWOT Analysis 
 

Strengths 

Our company has no direct competitor in the market as it is a new product and this will give the 

advantage of being long cycled and permanent in the market. 

Cost of producing our product is not expensive and in the mass production stages, unit production 

cost will be much lesser. 

The shareholders of the company are well educated and they have strong educational background. 

This will give necessary skills to manage the company and handle the difficulties. 

Being unique in the market gives the chance to dominate the market and will help to set the selling 

prices to serve for the company’s own ends. 

Weaknesses: 
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Even if the shareholders have strong backgrounds they are inexperienced in the business life and 

company management. It will take time to have the necessary work skills and transform the company 

to a well developed professional structure. 

The production and making the standardization of the product will take time. Strong R&D is needed 

to improve our product. The size of the product should be small to give an easy use to the customer 

and we need to develop continuously our product to satisfy the customer demand and become 

permanent in the market. 

In Turkey illegal usage is very common and people are not well educated at using the original 

products. Instead of buying the qualified products they may prefer to search in the corsair market for 

it. This is a big threat to the company and may affect the profits seriously.  

Opportunities: 

As our products are electronically designed and implemented, technologic improvements and 

developments will give the opportunity to reduce the costs of manufacturing. It will help the 

company to increase its profits. 

Threats: 

As it is a new product customers will be suspicious about trusting our product so at this point good 

advertising strategy is important. 

 

Target Market 

Market Research 

Our main reason to produce an encrypted product is the necessity of security of technological 

devices. In many companies IT department plays the key role and safe data transfers are very 

important issue. Due to loss data which is caused by hackers, many companies’ important 

information is lost. Those loss data damages companies’ reputation, their sales and market share.  

Encryption technology is a very strong and safe way to protect the data and gives the advantage of 

companies to protect their information from third party people and by this technology unauthorized 

people can’t access to these important data.  
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In researches market for the encrypted technology is growing rapidly. The Economic Strategy 

Institute in Washington D.C. claims that the growth in the years 1998-2002 is close to 60 percent per 

year. This shows us that the market has a growing and high potential and in the future by its high 

potential it will even be more important. 

The idea for producing an encrypted product has rose from the necessity of companies’ security 

considerations. Our aim is to be permanent and well known brand in the future with our products.   

 

 

Customer Profile 

- People who need the security information: This customer type includes any kind of people 

who needs to protect their data storage strongly. It includes college students, as it will keep 

the data secret for their term projects and homework and that helps in a way to avoid 

plagiarism, company employees, as their important data would be keep secret, project 

managers as some important financial and statistical data would be protected with our highly 

protected encrypted devices. 

- Private Sector Companies: Being competitive and stable in the private market sector is very 

difficult and challenging. As a result of this competitiveness companies should keep some of 

their important data secret such as employee wages, R&D developments and internal 

company projects.  

- Government Agencies: Some government sectors need high security protected data and have 

very strict rules about keeping the information secret. Our products satisfy the demand of this 

sector by providing high technologic and secured devices.  

- Military Organizations: As a competitor for our company, Tübitak produce and sells it 

encrypted USB devices products to a military organization which is NATO. In the following 

years, KriptoTech aims to sell its products to military services as Tübitak makes.Being 

trusted company and working with military organizations will give benefits of keeping 

constant sales so this will lead to increase the revenues of our firm.  

Buying Decisions 
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Kriptotech company has a broad range of customer profile such as companies, military organizations 

and public. %5 of our revenues is reserved for our promotional budget. Customers can see our 

products through our advertisements and purchase them directly or from retailers. Our delivery to 

our customers is made by hand at the first months especially to reduce the costs, and at later stages 

sales are made by the delivery channels such as retailers and customers can purchase our products 

from the retailers instead of purchasing directly from our company. Customers can either pay cash or 

by credit card and our Sales Department controls and follows the buying decisions periodically. 

Control levels of sales and inventory of our products is made continuously, as our products have high 

level of importance, inventory level controls is important as costs of being out stock will affect the 

revenues and damage the reputation of our company. 

Product Design 

Flash Memory Chip Unit: 

 

This Unit is the Mass Storage Unit of our safe USB design. It is a specific type of EEPROM 

(electrically erasable programmable read-only memory) that is erased and programmed. This Unit is 

connected and controlled by the microcontroller with I2C BUS interface. For this interface, only two 

bus lines are required; a serial data line (SDA) and a serial clock line (SCL). Each device connected 

to the bus is being software addressable. Therefore, our mass storage unit is also software addressible 
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for data storage and control. There will be a data flow speed upto 1Mb/sec by the help of this 

interface.  

• Data Storage Capacity :It will be as the used USB( 2GB/4GB/8GB/16GB etc..) 

• Access Control: Password protected unit as user defined keyword consits of numbers. 

• Power Supply: 3.3-5 V USB (powered from the USB connected host device) 

• Operating  Temperature Range: +0°C and +70°C  

• Storage Temperature Between Range: -20°C and +65°C  

• Relative Humidity: Between 10% and 90% relative humidity at 40°C 

 

 

PIC18F2550 MICROCONTROLLER: 

 

This microcontroller is commonly used in controlling some EEPROMs like the ones  we 

intend to use like above. This microcontroller has the speciality of full speed USB 2.0 

communication interface. There is I2C BUS serial communication interface between this 

microcontroller and the Flash Memory Chip (Data Storage Unit). We will control the data flow to 

and from the Flash Memory Chip and PC with the help of this microcontroller. In addition to these 

specifications, we will also control the password that is entered from the keypad with the help of this 

microcontroller. This password will consist of numbers and it will be kept in this microcontroller’s 

memory. The user will have 3 chance of password entrance. If the user cannot enter the password 

correctly in the range of password entrance limits, the device will be locked and cannot be reachable 

for the user.  
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 For the prototype design of our device, we will just use the microcontroller’s memory as the 

Mass Storage Unit. It will be approximately 4 KB. For the development process, we intend to add the 

Flash Memory Chip to our microcontroller with the I2C BUS communication interface and we will 

try to use this Flash Memory Chip as the Mass Storage Unit for our USB device. 

   
 

KEYPAD: 

 

We will be using the keypad like above for the password entrance. This keypad has 4X3 matrix 

design for the keys. Therefore,  we will have 4X3 matrix algorithm that will describe the keys to the 

microcontroller as software module. While the password entrance is being done, there will be a 

trible-led unit mode which will show the underlying process.  The password will be kept in our 

microcontroller’s memory and it will not be reachable for outer interference. 

  Operating Voltage: 3.3-5 Vdc scale 

  Current Draw: Average 5mA,  

  Operating Temperature: -20~+70°C 

  Ambient Humidity: 5~95% relative humidity non-condensing 
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OTHER COMPONENTS AND MECHANICAL PARTS: 

 

 

 LEDS:    We will be using three different colored leds for password  entrance process.    

Red LED works approximately at  1,8V and 15mA  

Yellow LED works approximately at  2V and 15mA 

Green LED works approximately at  2,2V and 15mA 

 

As it seen above, they works at the same range of current flow, but they need different 

levels of voltage supplies to work properly. They will be controlled with the proper 

connections of the microcontroller’s pins and they will act according to the software 

regulations. 
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 USB CONNECTOR: We will be using the USB female standard A type USB connector like 

below for our device. Since the connection of PCs to the USB devices is the one like below, 

we choose to use it. The pin configuration of the connector is like below. 

 

Standard A type  standard B type 

       

     

 PERIPHERAL COMPONENTS OF MICROCONTROLLER: 

There will be 20 MHz Crystal oscillator, 10 pF and 470 nF capacitors, resistors  related to 

leds load.  
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Product Tree 

 

 

 

 

 

 

 

 

PRODUCT DEFINITION 

       Our product is a secure type data storage mass unit. We will mainly design a cryptographic data 

storage unit. It definitely will have a security unit consist of a keypad, LCD user interface and a 

USB.  In today’s world, as the technology improves rapidly, there occurs a crucial problem about the 
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accessibility of the secret information. We intend to serve to these types of  environments  who 

should have a security for their data storage. There will be also our main microcontroller unit which 

is the main control unit for all operations such as  password storage, encryption-decryption,data flow 

in our project. 

TECHNICAL SPECIFICATION 

Data Storage Capacity :It will be as the used USB( 2GB/4GB/8GB/16GB etc..) 

Access Control: Password protected unit as user defined keyword consits of numbers. 

Encryption: offline encryption mode will be used in this project. 

Code &Algorithms: It will support one of  256 -bit AES, RSA,DES,RSA, blowfish encryption 

algorithms. C programming language will be used in project. 

Operating Systems: It will support as the support of the used USB such as below; 

• Supports : Windows-7,Windows VISTA, Windows XP / 2000 / Me / 98 / 98SE, 

MacOS 9.x,  

User Interface: 12-key plastic keypad, LCD display unit  

Interfaces supported: USB 2.0 

Dimensions(WxDxH): 110 x120  x 25 mm 

Weight: 120 g (+-10g) 

Power Supply: 5 V USB (powered from the USB connected host device) 

Power Consumption: will be less than 2.5W 

Operating  Temperature Range: +0°C and +50°C  

Storage Temperature Between Range: -20°C and +65°C  

Relative Humidity: Between 10% and 90% relative humidity at 40°C 

As the safety,it should be away from water because it is not water resistant,  the lithium battery must 

be away from fire or  it shouldn’t be damaged seriously.  The unit should be kept away from the 

childrens since it could give damage with improper usage by  them. Sice it works with 5v voltage 

scale, it shouldn’t be exposed to high voltage supplies since it damages the electronic components. 
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QUALITY FUNCTIONAL DEPLOYMENT(QFD) 
QFD is a supporting decision and planning tool that provide very effective information about 

designing quality into the product or service with the customers help. Besides, QFD is an analysis of 

the correlations between product requirements and customer requirements. 

 

There are some crucial components in QFD. To build a success and complete QFD they are prepared 

properly. Therefore we should explain what they are and how it affects. 

 

House of Quality: 

There are 3 important concepts in house of quality and these are customer requirements, 

specification target values and the relationship between these two concepts.  

 

 

  Figure 1.1 
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In our QFD the customer requirements part is below. 

 

 

Figure 1.2 

The numbers shows the customer importance rating for customer requirements. This is the starting 

point of developing a complete and good QFD.  

Another concept is specification target values or product requirements.  The figure below shows the 

relationship between customer requirements and product specifications. 
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Figure 1.3 

In previous figures, we observed that the customer needs and importance ranking from the customers 

perspective. Besides, the functional requirements are defined. Then, these two concepts are 

combined with the correlation importance. The Last but the least step is to view correlation between 

every requirement is either positive or negative. Therefore, the product is planned by helping Quality 

Functional Deployment (QFD). With the QFD, we can make decisions properly with not only the 

helping customers and their needs   but also we can also design quality into the product. 
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Development Plan of Project 

Gant Chart-1 
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Gant Chart-2 
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Gant Chart-3 
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Gant Chart-4 

 

 

 

Distribution Channels 
There are various ways to distribute products to customers to satisfy their demand. Direct sales, 

using retailers, wholesalers and multi-channeling are some ways to distribute the products. Each way 
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includes their advantages and disadvantages. For a small startup company the most beneficial way 

for our sale strategy is to direct sales as it will reduce the costs and help our firm during the growth 

process. The sales will be made directly to customer by the Sales Department and by our own force, 

we are not planning to hire additional employee for sales in the beginning period of our production.  

As our prior target is domestic we can consider our first level of sales as local, however in the future 

period of our production level we will consider global sales rather than domestic. 

In the future periods of our production level, in order to increase our sale region, we are considering 

to hiring an agent or a broker. The agent will give the benefit to expand our business into global 

market and will sell our products to retailers, customers and wholesalers. The agent will take a 

specified commission per products he sells and this will help our company to reach more markets 

rather than local ones.  

Our sales can also be made through our website. This is a cheap way of reaching more customers and 

internet will be beneficial to customers to view our products and having the chance to observe our 

encrypted USB devices. The internet will serve our firm both nationally and globally, however at the 

first periods of our production it will serve us in domestic market and by the growth of our company, 

international sales will also be made. 

Promotion 
Promotion strategy is an important factor in order to introduce our products to the market. There are 

many ways that a company can follow to make its promotional business strategy. For the new start 

up businesses spending less budget on the advertisement is beneficial to increase the revenues 

however in the following years more budget can be spend on promotions. 

Our first consideration is to use direct response to advertising such as using internet source by using 

mailers which tell people about our company and products. This will cost less and an effective way 

of reaching more people.  

In the following years we are planning to use media advertising such as newspapers, television and 

magazines which will cost more however it the most effective way to introduce products into the 

market. The budget for mass media costs high in order to mailing system however it helps out to 

grow larger and reaching more people and companies. The promotional budget in the following 

years is expected to be %5 of our revenues.                       
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Revenue Model 
As a new company during first year our aim is to begin selling 350 products for the first month and 

increase the sales by %4 each month thereafter. Their selling price will be set initially to 349 TL for 

each. Generally we are expecting total revenue of 1,835,402 TL at the end of the year 2011. 

For year 2012 our plan is to increase unit sales by %4 for each month as we start with selling 560 

products in the first month of this year. We expect 3.176.172 TL revenue from sales at the end of this 

year.  

For the year 2013 we start by selling 897 products from January and expect revenue of 5.364.838 TL 

at the end of this year. 

In year 2014 we start by selling 1.436 products for the first month and expect revenue of 9.018.742 

TL at the end. 

In year 2015 we start by selling 2.300 products for the first month and we expect 15.089.064 TL 

revenue at the end of this year. 

The cost of our products will increase by inflation rate every year and the inflation rate is 

determined by looking at the inflation rates of the Central Bank for each year. Our revenue model 

and budget sales from the year 2011 to 2015 are given in detail in Appendix 3. 

Financial Projections 
We analyzed and give in detail our financial analysis for the income statement on monthly 

basis for the first two years and summarized it for the five years annually. Our assumptions 

for the inflation rates were based on Central Bank’s inflation rates. All the assumptions for 

ratios, profitability analysis, break-even analysis are described in detail and stated clearly in 

our Appendix-4. All the financial statements, analysis and charts are given in the appendices 

from 5-8 
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Appendix-1 

Block Diagram Prototype of Our Products 
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Appendix-2 

Flow Chart for the Prototype Algorithmic Design 
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Appendix 4 

ASSUMPTIONS 

1. Sales: We start selling 350 units in January 2011 and that amount will increase by 4% each 

month and thereafter. For year 2011, the budgeted sales data is shown in Excel file. The 

selling price is set by 349TL per unit initially and we determined a mark-up ratio of 15% so 

that we can get a sustainable growth pattern. We will start applying this ratio in 2012 and will 

go on so forth.  

2. COGS: The product normally costs us 308TL but we need to pay 150TL for logo design only 

one time, therefore cost of the product is reflected as 458TL in January 2011 budget and then 

it will be turned out to normal cost of 308TL for the following months. The cost of the 

product will increase by inflation rate every year, which is announced by Central Bank as 

6.5% in 2010; 5.5% in 2011, 5% in 2012, 4.5% in 2013 and 4% in 2014, because purchasing 
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raw materials and some manufacturing overhead costs depend on the price movements 

caused by inflation. So, we will increase the price carefully based on our mark-up ratio that is 

15% above the cost. 

3. Operating Expenses: We have two types of operating expenses such as Selling &Marketing 

and General& Administrative expenses. In each category we specified the related expenses 

that we will have to spend for it.  

 Salary: Salary expenses consist of the payroll related expenditures paid to the 

employees. Since we are a young start-up company we do not need many workers at 

first sight. However, as the production level increases we will raise the number of 

employees. We plan to hire people for administrative and sales departments. They 

approximately will cost us 5.000TL per month for the year 2011. We expect that 

salary expenses will increase by 5% each year as long as we recruit people to our 

company.  

 Advertising: Marketing is very important for all companies and hence we are 

thinking of doing this by advertising. We will use press, billboards and also Internet 

sites for advertising and we will spend 5% of each month’s revenue for it.  

 Rent, Utility and Depreciation: To operate our business appropriately we will rent a 

building that costs 3.000TL each month. We calculated our average utility expenses 

that consist of electricity, water, gas and other bills as 4.000TL each month. We have 

some fixed assets such as equipment, vehicles and fixtures & furniture and that are all 

subject to depreciation expense. We use Straight Line Method for all fixed assets and 

simply reflect 2.500TL depreciation expense each month. All these three costs are 

classified as fixed costs. 

4. Interest Expense: We, as 5 partners, have contributed 20.000TL each for this business. 

Since this amount is not enough for our operation we decided to use financial leverage by 

borrowing 100.000TL as a long term loan that matures for 5 years from a bank which charges 

0.85% monthly interest rate. We calculated our monthly payment as 2135TL using PV 

formula. 

5. Tax Expense: Corporate income tax in Turkey is 20%, so our income before tax amount is 

subject to 20% tax bracket.  
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Profitability Analysis 
Since this is a new established firm we do not expect to earn positive income for the first year 

and therefore we will close up the year 2011 with loss. Our profitability ratios are not great 

numbers because we work with high cost. When we look at the common size analysis we can 

easily see that cost ratio approximately 90% of sales. The reason of this much high cost lies in 

the purchasing process. Since we could not manufacture the parts of the product we are forced to 

buy them from an outside supplier instead of making. Although we did a wide search for the cost 

analysis we could get a total cost price of 308TL per unit. This was the best price we could find. 

The mark up ratio in this sector is not quite high and therefore contribution margin per unit is 

low. Another reason of having low margin is; the prices change as inflation changes during the 

year so we need to pay more and more as long as the inflation rate is added to the cost. All these 

effects cause a high cost for the product. We try to struggle with this situation by applying 15% 

mark-up ratio and hence when the cost increases by inflation rate we will price our product 15% 

above its cost. By this way, we get 10% on the average gross margin in real terms.  

Gross Margin Ratio indicates how successful the sales are made. Higher the ratio, lower the 

cost. Here, we have an increasing rate of this ratio for the first two years and then have a constant 

rate of 11.75% thereafter which meaning that cost of the goods is set fixed. 

If we look at the Operating Profit Margin that indicates how good we are in our business, 

we have a bad year in 2011 due to the start up period but then catch a rise in the following years. 

Besides COGS, the reason of having low operating profit margin comes from high operating 

expenses. As long as the firm grows it needs more selling and administrative related expenditures 

such as more employee, more advertising, more utility etc. However, our operating expenses 

ratio fall every year from 14.48% to 6.25% indicating that having more operating income year to 

year. That is a good sign for us in terms of how successful we are at this sector because we have 

a positive scale in sector profitability. 

 

Net Profit Margin ratio tells us the last statement. It shows the overall profitability of the 

firm including business and non-business activities. A firm may have other revenues and 

expenses such as interest income, rent income, interest expense, and loss on sale etc. All these 

accounts are classified as out of business gain and loss. So when we analyze operating profit 

margin we speak out by excluding those items, but for talking about overall profitability of the 
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company these items should be included and it is analyzed by net profit margin. Out of the 

reasons of low gross profit and operating profit margin, the efficiency of net profit margin can be 

explained by interest expense. If a firm increases its debt amount its interest payment will also 

increase based on the loan it used. Therefore, interest expense will rise and this rise will leave a 

less amount for income before tax. Luckily, we used only one time long term loan as 100.000TL 

that has a fixed annual interest payment of 25.615TL. We really did need that loan because we 

thought that we could not achieve our operations functionally without it. The initial capital we 

raised from ourselves is not sufficient to start the business and that is why we decided to use 

financial leverage to make us go forward. Since interest expense stays constant we have an 

upward sloping net profit margin among the years. Our profitability will keep increasing 

continuously. 

To sum up, although we are a brand new company our performance is not bad. If all our 

expectations come true we can be what we are intended to be presented on the financial 

statements.  

 

Break-Even Analysis 

A calculation of the approximate sales volume required to just cover costs, below which 

production would be unprofitable and above which it would be profitable. Break-even analysis 

focuses on the relationship between fixed cost, variable cost, and profit. For this reason, we 

converted our traditional income statement into contribution format one to be able to see the variable 

and fixed costs. Contribution format classifies all the expenses as variable and fixed costs and all 

expenses are combined under each of these categories. To make a cost-volume-profit analysis we 

need the data in that form.  

If a cost is constant on a per units it is called variable such as cost of goods sold, whereas if a cost 

is constant in total then it is called fixed cost such as rent, depreciation etc. In our budget data salary 

expense is a mixed cost that contains both variable and fixed cost in it. We applied high-low method 

to identify the value of variable and fixed parts of that expense. After finding these values we can 

talk about the break even analyze. Before going into deep explanation, we should state that we did 

not have any break-even level in any year. This is extremely good for us because we always had 

much more sales than just break-even level. Catching the break-even level would not bring us any 

http://www.investorwords.com/9063/calculation.html
http://www.investorwords.com/8844/approximate.html
http://www.businessdictionary.com/definition/sales-volume.html
http://www.businessdictionary.com/definition/required.html
http://www.investorwords.com/1178/cover.html
http://www.investorwords.com/1148/cost.html
http://www.businessdictionary.com/definition/production.html
http://www.businessdictionary.com/definition/unprofitable.html
http://www.investorwords.com/7194/profitable.html
http://www.investorwords.com/208/analysis.html
http://www.investorwords.com/9376/cut_down_on.html
http://www.businessdictionary.com/definition/relationship.html
http://www.investorwords.com/1992/fixed_cost.html
http://www.investorwords.com/5221/variable_cost.html
http://www.investorwords.com/3880/profit.html
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profit or loss. We can say that our break even quantity level is decreasing each year which gives us a 

good sign in terms of how quickly we can have a profit after making sales. We are not afraid of our 

selling strategy because we have high enough sales amounts in each year. Margin of safety % just 

shows us how safe we are in this situation. If you look at the ratios, it is increasing over and over 

(20.38% to 91.28%).  

Well, why do you think that we are so safe in sales terms? The answer is so obvious; it is because 

we have very low fixed cost compared to variable. Our total fixed cost is only 171.679TL and this 

amount is so tiny near to variable cost. If a firm has a heavy fixed cost that can carry a big risk 

because fixed costs do not change with sales level. Even we have no sales in a month or in a year; we 

have to pay those fixed charges. On the other hand, variable cost mechanism does not work this way. 

It depends on the sales level and it increases or decreases with sales. So we pay as much as we sell. 

Appendix 5 

Income Statement 
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Appendix 6 

Loan Amortization Schedule 
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Appendix 7 

Ratios  
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Appendix 8 

Break-Even Analysis 
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Appendix 9 

Expenditure Plan 
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Item Total Price 

Microcontroller 160 TL 

LCD/LED 40 TL 

Keypad 35 TL 

USB 28 TL 

Transportation 25 TL 

Logo Design  150 TL 

Chip 20 TL 

Total Expected Expenditure         458 TL 
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