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Patent number 6,512,332:  Laser pump energy conservation


Section I:  Company profile

ABC LASERS, Inc. of Ann Arbor, Michigan is a privately held corporation established in 1984 and formally incorporated in the state of Michigan in 1985.  The company develops, manufactures, and sells lasers and laser-based measurement systems and components to both government and commercial OEM markets.  In addition to ABC LASERS, Inc.’s proprietary products, the company builds custom and semi-custom laser systems and components primarily for direct and indirect (sub-contract) sales to the US military.  

The company currently employs approximately 380 people mostly at its facilities in Ann Arbor.  ABC LASERS, Inc. also has a small sales and support office in Arlington, Virginia, to support its military sales and government contracting efforts.  ABC LASERS, Inc. has steadily grown from its inception.  Despite the recent economic downturn ABC Lasers, Inc. has experienced nearly flat revenues of approximately $70M for the past three years.  The company has been continuously profitable since 1990.     

ABC LASERS, Inc. primarily designs and develops its products in-house. Due to the highly technical business segments in which it operates and the company’s internal development focus, a large percentage of ABC LASERS, Inc.’s employees have technical degrees.  The company also has also successfully participated in the Small Business Innovation Research (SBIR) program and leveraged that funding for the development of specialized products, mostly for military applications. 

ABC LASERS, Inc. is highly focused on the quality of its products and innovative designs.  The company is ISO9001 certified and has been second party certified as ISO9000-compliant through its subcontracting to Northrop Grumman, Lockheed Martin, Raytheon, and Rockwell International.    

The licensing of subject patent meets ABC LASERS, Inc.’s corporate objective of maintaining design leadership in the laser market.

Additional information on ABC LASERS, Inc.’s products and capabilities can be found on our web site:  www.abclasersinc.com  


Section II:  ABC LASERS, Inc. products

ABC LASERS, Inc.’s best known products are its FlashLase line of flashlamp pumped solid state laser products.  The FlashLase was ABC LASERS, Inc.’s first proprietary product and subsequently was expanded into a product line.  These high quality flashlamp pumped lasers are made in a variety of sizes (power) and for all of the standard frequencies known in the industry.  The FlashLase products are used primarily in materials processing and in medical applications.  Because of the high quality of the FlashLase system, it has been qualified and is used as the primary laser component by two of the top medical laser systems suppliers, MedLight and Sayers.  It is also used as the primary subsystem for laser wire trimming by the XKE Corp. and by TrimIt, Inc.  Higher power versions of FlashLase are used for laser hole punching in assembly line processes.  ABC LASERS, Inc. is one of the market leaders for flashlamp pumped laser systems, accounting for nearly 12% of the $200M worldwide OEM annual market in 2002.   

[bookmark: OLE_LINK1]A modified version of the basic FlashLase system is the core of the laser subsystem used in one of ABC LASERS, Inc.’s most successful military product – the E1-X series.  ABC LASERS, Inc. is a sub-contractor to Raytheon on the E1-X-5555 and the E1-X-5555P laser range finders for the US Army.  The E1-X-5555P is a smaller, man portable, shorter-range version of the E1-X-5555 that is mounted on armored fighting vehicles.  These systems have been in use by the US Army for seven years.  In that time, ABC LASERS, Inc. has sold approximately 5,000 of the sub-systems to the US Army through its subcontract with Raytheon.  

The FlashLase line of products accounts for approximately half of ABC LASERS, Inc.’s annual revenue.  In order to protect its market position in pumped laser products, ABC LASERS, Inc. is currently developing and will soon introduce a new line of diode pumped solid state lasers.  This market currently is approximately the same size as that for flashlamp pumped lasers in dollar value; it is anticipated that it will grow faster than and possibly overtake the flashlamp pumped laser market within five years.  This new line of diode pumped laser products will play an important role in future ABC LASERS, Inc. offerings.   

Section III:  Financial statement

A financial statement for ABC LASERS, Inc. will be made available to authorized personnel upon request.  


Section IV:  Small business certification 

ABC LASERS, Inc. is a small business as defined in Section 2 of Public Law 85-536 (15 USC 632), 37 CFR 404.3(c), and as defined by the administrator of the Small Business Administration.  




Section V:  Proposed uses for the subject technology

ABC LASERS, Inc. is seeking a nonexclusive license to make, use and sell the subject technology for all fields of use that employ flashlamps for laser pumping as specified in patent number 6,512,332 laser pump energy conservation – for the life of the patent.  

Anticipated applications:

· Flashlamp pumped solid state lasers commercial applications.  ABC LASERS, Inc. anticipates using the energy conservation circuitry in a product line extension - FlashLase XL (Extended Life). FlashLase XL will be positioned at a 10% premium over the existing FlashLase products. 

· Range finders for military applications.  This market will primarily consist of incorporation of the energy conservation circuitry in the sale of upgraded FlashLase sub-systems (E1-XXL) to the E1-X prime contractors.  The upgrades will be priced at a 10% premium over the existing models and are expected to help sustain an otherwise declining military market at approximately 600 units per year. 


Section VI:  Manufacturing 

ABC LASERS, Inc. plans to engineer, design, and build the products (lasers incorporating subject invention) at its facilities in Ann Arbor, Michigan, and thus maximize the utility of its invested resources.  


Section VII:  Marketing and sales plan

Objectives

The current worldwide, OEM market for flashlamp pumped lasers is estimated to be approximately 5,000 units valued at over $100M of which ABC LASERS, Inc. garners approximately a 12% market share.  The market is expected to grow slowly over the next 5 years and then begin a slow, long-term decline due to replacement by diode pumped laser systems.  ABC LASERS, Inc. anticipates that adding energy conservation circuitry could nearly double the expected life of the flashlamp in the FlashLase XL system.  

ABC LASERS, Inc. intends to leverage the benefits of the subject invention to increase its market share.  The company plans to market aggressively the XL products and expects to increase its market share by 1% per year for the five years following the introduction of the technology (i.e.: 17% market share five years post licensing). The FlashLase XL will be priced at a 10% premium over the standard FlashLase products.  The current pricing structure for the OEM market varies with model (power, etc.) but averages approximately $20,000 per device.  For the military sub-component market, the average selling price of the FlashLase subsystem is $15,000. Little additional OEM market penetration is expected during the first 12 months following licensing the technology.   The initial 12 month period will be devoted to productizing and integrating the technology into the FlashLase products.  In addition a marketing plan for the commercial product will be designed and implemented during that period.

Marketing and sales strategies

ABC LASERS, Inc. has a well-established marketing and sales organization. This is a market penetration rather than a new market development opportunity, hence little additional marketing and sales personnel or methodology is anticipated.  ABC LASERS, Inc.’s marketing and sales efforts are divided into three groups under a single Vice-President of Sales and Marketing. The Commercial Sales Division and the Marketing Department reside at ABC LASERS, Inc.’s main offices in Ann Arbor.  The Marketing Department consists of five full-time professionals with technical, business, and marketing backgrounds plus support staff.  This group handles all marketing efforts for both the Commercial Sales Division located in Ann Arbor and the Government Sales Division located in Arlington, Virginia.  

Most of ABC LASERS, Inc.’s marketing effort is focused on the commercial sector.  Because 90% of the company’s overall commercial market is in medical and materials applications, the company’s primary marketing effort is focused on specific trade shows, such as MedQuip East and Laser Applications International and on advertisements in similarly focused technical literature.  The Marketing Department also handles market research to shape the company’s product offerings and for evaluation of new markets and technologies.  The Marketing Department uses both internal personnel and marketing research contract firms to provide the company with ongoing marketing information.  

In the commercial sector, ABC LASERS, Inc. primarily provides laser systems to OEM companies that adapt the laser into their proprietary systems for use in medical and materials processing applications.  Commercial sales are handled by six regional sales manager plus support staff. This group of professionals manages an international network of sales reps and distributors.  It is anticipated that most of the sales of FlashLase XL will be to market segments currently served by ABC LASERS, Inc.’s existing sales channels.  Sales will be to the company’s normal customer base and that of its’ competitors. 

The Government Sales Division accounts for approximately one fourth of the company’s overall sales, primarily to the US military.  Sales are made by a dedicated, direct sales team of two professionals plus support personnel.  The flashlamp laser portion of the military sales market accounts for approximately half of ABC LASERS, Inc.’s FlashLase products.  The sales of these products are very focused and consist of only sales for the E1-X-5555 laser range finder systems.  For the product extension/upgrade, the initial sales efforts will be in supporting Raytheon in specifying the upgraded E1-XXL series.  Thereafter the sales efforts will be in continual agency education for additional conversion to the upgraded products. 

Section VIII:  Pro forma – subject technology related sales forecast


	
	
	
	
	
	

	
	Yr 1
	Yr 2
	Yr 3
	Yr 4
	Yr 5

	Military Sales
	
	
	
	
	

	Number of units
	
	10
	35
	50
	70

	       Price per unit ($)
	
	16,500
	16,500
	16,500
	16,500

	          Total military sales ($) 
	0
	165,000
	577,500
	825,000
	1,155,000

	
	
	
	
	
	

	Commercial Sales 
	
	
	
	
	

	Number of units
	
	10
	50
	100
	150

	       Price per unit ($)
	
	22,000
	22,000
	22,000
	22,000

	  Total commercial sales ($) 
	$0
	220,000
	1,100,000
	2,200,000
	3,300,000

	
	
	
	
	
	

	Royalties on commercial sales*
	$0
	11,000
	55,000
	110,000
	165,000

	
	
	
	
	
	

	*  Royalties are calculated at the rate of 5% of commercial sales only, excluding US Government sales. 




Section IX:  Milestones for FlashLase XL

ABC Lasers, Inc. intends to develop a product and roll it out within 11 months of executing the patent licensing agreement for the technology.  The following are the milestones necessary to meet that objective.

Milestone 1  

Transition of knowledge, drawings, data, and other pertinent information from the inventor to ABC LASERS, Inc.  – 1 month from license execution

Milestone 2  

Productizing the technology including - circuit design, component selection and verification, proto-board fabrication, testing, and initiation  – 5 months 

Milestone 3  

Marketing plan completed, prototype testing completed, accelerated lifetime testing initiated, and finalization of design – 7 months 

Milestone 4

Pre-production run completed, tested, and verified – 9 months

Milestone 5 

First full production run and product roll-out – 11 months

Section X:  Anticipated resource commitments 

ABC LASERS, Inc. anticipates the expenditure of $350,000 in non-recurring engineering costs, certification, and qualification costs in order to bring the technology to market.  In addition, marketing costs of $200,000 are anticipated to plan and implement marketing and for product roll-out.  

Section XI:  Fields of use

ABC LASERS, Inc. seeks to acquire a nonexclusive license to the subject technology for all fields of use for the life of the subject patent.


Section XII:  Desired role of the US DoD laboratory

In order to expeditiously bring the technology to market both for military and commercial applications, ABC LASERS, Inc. desires to create an ongoing working relationship with the DoD laboratory and the inventor of the patented technology.  To facilitate the transfer of the patented technology and accompanying know-how, ABC LASERS, Inc. requests that the laboratory and inventor shall:

· Provide all drawings, specifications, and parts lists pertaining to the invention Provide all data documenting the power conservation and lifetime extension benefits of the technology 
· Telephone support from the lab in the first year post license execution, to facilitate the expeditious transfer and commercialization of the technology  


Section XIII:  Proposed licensing fee and royalty rates

ABC LASERS, Inc. proposes an upfront license fee of an amount $35,000.  ABC LASERS, Inc. further proposes an ongoing annual royalty of 5% of sales for all commercial FlashLase XL products. It is expected to take one year for productizing the technology, testing, and manufacturing scale-up before XL is ready for commercial launch.  ABC LASERS, Inc. requests a grace period of one year before minimum annual royalty is instated.  ABC LASERS, Inc. proposes a minimum annual royalty of $2,000 at the end of the second year, $10,000 for year three, and $20,000 thereafter.  Annual minimum royalty payments shall only be made if the ongoing royalty payment is less than the annual minimum in which the royalty shall be the greater of the minimum or the ongoing sales based royalty.   As indicated in the pro forma and as specified by federal law, ABC LASERS, Inc. shall not pay royalties on sales to federal government agencies.  

It is the intention of the principals and officers of ABC LASERS, Inc. to successfully transition this technology from DoD labs into the private sector and back to the government in the form of improved goods and services.  It is also hoped that through this transfer and successful commercialization of DoD technology, that groundwork will be laid for future collaborations.
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