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Confidential Private Placement Memorandum  
TECHSHOP, INC. 

 
Promissory Notes in the Amount of $25,000.00 or Greater 

for Ten Year Terms at 8% Interest Per Annum  
(Minimum Loan Amount $25,000.00) 

 
For an aggregate maximum offering of $3,500,000 

(No aggregate Minimum Offering Amount) 
 
A privately-held company, TechShop, Inc., a California corporation (the “Company”), hereby 
offers (the “Offering”), up to $3,500,000 in promissory notes (the “Notes”). The minimum 
investment/ subscription is $25,000.00.  The Notes, including all principal and interest (of eight 
percent (8%) per annum) on unpaid principal, shall be paid in ten (10) annual installments, with 
interest-only payments during the first five (5) years, and amortized payments of principal and 
interest during the subsequent five (5) years.  
 
The Company is the world’s first public-access, “Do-It-Yourself” workshop that provides 
inventors, artists, and creative minds with access to space, machinery, and tools to build, create, 
and fabricate. The proceeds of the Offering will be used to fund the expansion of the Company’s 
retail locations, to repay outstanding accrued payable obligations, and for working capital and 
other general corporate purposes. 
 

There has not been, nor is there now, a public market for our securities and there can be 
no assurance that any trading market in any of our securities will develop in the future, or that 
such market, if developed, will continue in existence.  This memorandum should be read 
carefully by investors prior to making an investment in these Notes. This memorandum has been 
prepared by the Company for the sole purpose of assisting the recipient in deciding whether to 
proceed with further analysis of this opportunity. 
 
The following table summarizes the principal economic aspects of the Offering: 
 

 Aggregate 
Offering  

Sales Costs and 
Commissions (1) 

Proceeds to 
Company 

Minimum 
Maximum 

None 
$3,500,000.00 0 None 

$3,500,000.00 
 
(1) These figures do not reflect certain other costs of the offering, including legal, 
accounting, printing, and filing fees. 
 

This Memorandum was updated on May 26th, 2016 
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IMPORTANT INVESTOR NOTICES 

NO OFFERING LITERATURE OR ADVERTISEMENT IN ANY FORM MAY BE RELIED 
UPON IN THE OFFERING OF THESE SECURITIES EXCEPT FOR THIS CONFIDENTIAL 
PRIVATE PLACEMENT MEMORANDUM AND ANY SUPPLEMENTS THERETO (THE 
“MEMORANDUM”), AND NO PERSON HAS BEEN AUTHORIZED TO MAKE ANY 
REPRESENTATIONS EXCEPT THOSE CONTAINED HEREIN. 

THIS MEMORANDUM IS CONFIDENTIAL AND THE CONTENTS HEREOF MAY NOT 
BE REPRODUCED, DISTRIBUTED, OR DIVULGED BY OR TO ANY PERSONS OTHER 
THAN THE RECIPIENT OR HIS OR HER REPRESENTATIVE, ACCOUNTANT, OR 
LEGAL COUNSEL WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMPANY. 
EACH PERSON WHO ACCEPTS DELIVERY OF THIS MEMORANDUM 
ACKNOWLEDGES AND AGREES TO THE FOREGOING RESTRICTIONS. 

THIS MEMORANDUM CONTAINS A SUMMARY OF CERTAIN PROVISIONS OF 
VARIOUS DOCUMENTS RELATING TO THE OPERATIONS OF THE COMPANY AND 
THE ANTICIPATED ACTIVITIES AND OPERATIONS OF THE COMPANY. THESE 
SUMMARIES DO NOT PURPORT TO BE COMPLETE AND ARE QUALIFIED IN THEIR 
ENTIRETY BY REFERENCE TO THE TEXTS OF THE ORIGINAL DOCUMENTS. 

THIS MEMORANDUM DOES NOT CONSTITUTE AN OFFER OR SOLICITATION OF AN 
OFFER IN ANY JURISDICTION IN WHICH SUCH OFFER OR SOLICITATION IS NOT 
AUTHORIZED. EACH PERSON WHO ACCEPTS DELIVERY OF THIS MEMORANDUM 
AGREES TO RETURN IT AND ALL RELATED DOCUMENTS IF SUCH PERSON DOES 
NOT PURCHASE ANY OF THE SECURITIES DESCRIBED HEREIN. 

NEITHER THE DELIVERY OF THIS MEMORANDUM AT ANY TIME, NOR ANY SALE 
OF SECURITIES HEREUNDER, SHALL IMPLY THAT INFORMATION CONTAINED 
HEREIN IS CORRECT AS OF ANY TIME SUBSEQUENT TO ITS DATE. THE COMPANY 
EXTENDS TO EACH PROSPECTIVE INVESTOR (AND TO HIS REPRESENTATIVE, 
ACCOUNTANT, OR LEGAL COUNSEL, IF ANY), THE OPPORTUNITY, PRIOR TO THE 
CONSUMMATION OF THE PURCHASE OF THE SECURITIES BY SUCH INVESTOR, TO 
ASK QUESTIONS OF, AND RECEIVE ANSWERS FROM, THE COMPANY BY ITS DULY 
DESIGNATED REPRESENTATIVES CONCERNING THIS OFFERING AND TO OBTAIN 
ANY ADDITIONAL INFORMATION TO THE EXTENT THE COMPANY POSSESSES THE 
SAME OR CAN ACQUIRE IT WITHOUT UNREASONABLE EFFORT OR EXPENSE, IN 
ORDER TO VERIFY THE ACCURACY OF THE INFORMATION SET FORTH HEREIN. 
HOWEVER, ALL SUCH ADDITIONAL INFORMATION SHALL ONLY BE PROVIDED IN 
WRITING AND IDENTIFIED AS SUCH BY THE COMPANY THROUGH ITS DULY 
AUTHORIZED OFFICERS AND/OR DIRECTORS ALONE. NO ORAL INFORMATION OR 
ANY INFORMATION PROVIDED BY ANY BROKER OR THIRD-PARTY MAY BE 
RELIED UPON.  
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NO REPRESENTATIONS, WARRANTIES OR ASSURANCES OF ANY KIND ARE MADE 
OR SHOULD BE INFERRED WITH RESPECT TO THE ECONOMIC RETURN, IF ANY, 
THAT MAY ACCRUE TO AN INVESTOR OR THE COMPANY. 

THIS MEMORANDUM CONTAINS FORWARD-LOOKING STATEMENTS, AS DEFINED 
IN THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995, REGARDING THE 
COMPANY’S PERFORMANCE, STRATEGY, PLANS, OBJECTIVES, EXPECTATIONS, 
BELIEFS, AND INTENTIONS. THE OUTCOME OF THE EVENTS DESCRIBED IN THESE 
FORWARD-LOOKING STATEMENTS IS SUBJECT TO SUBSTANTIAL RISKS, AND 
ACTUAL RESULTS COULD DIFFER MATERIALLY. THE SECTIONS ENTITLED 
“EXECUTIVE SUMMARY,” AND “RISK FACTORS,” AS WELL AS THIS 
MEMORANDUM GENERALLY, CONTAIN A DISCUSSION OF SOME OF THE FACTORS 
THAT COULD CONTRIBUTE TO THESE DIFFERENCES. 

THIS MEMORANDUM INCLUDES CERTAIN DATA OBTAINED FROM OTHER 
PUBLICATIONS AND REPORTS WHICH THE COMPANY BELIEVES TO BE RELIABLE 
SOURCES. HOWEVER, THE ACCURACY AND COMPLETENESS OF THIS DATA ARE 
NOT GUARANTEED. WE HAVE NOT INDEPENDENTLY VERIFIED THIS DATA NOR 
SOUGHT THE CONSENT OF THE SOURCES TO REFER TO THEIR REPORTS IN THIS 
MEMORANDUM.  

THESE SECURITIES INVOLVE A HIGH DEGREE OF RISK.  SEE “RISK FACTORS” 
BEGINNING ON PAGE 17. 
 

FOR RESIDENTS OF ALL STATES 

THIS OFFERING IS BEING MADE ONLY TO “ACCREDITED INVESTORS,” AS SUCH 
TERM IS DEFINED IN RULE 501 OF REGULATION D UNDER THE SECURITIES ACT 
OF 1933, AS AMENDED (THE “SECURITIES ACT”).  COMPANY WILL NOT ACCEPT 
ANY INVESTMENT FROM A PROSPECTIVE INVESTOR UNLESS HE/SHE PROVIDES 
WRITTEN VERIFICATION FROM A THIRD PARTY (I.E. A REGISTERED BROKER-
DEALER, SEC REGISTERED INVESTMENT ADVISER, LICENSED ATTORNEY OR 
CERTIFIED PUBLIC ACCOUNTANT) VERIFYING SUCH PROSPECTIVE INVESTOR'S 
STATUS AS AN ACCREDITED INVESTOR AS REQUIRED UNDER RULE 506(C).  THE 
SECURITIES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OR THE 
SECURITIES LAWS OF ANY STATE AND WILL BE OFFERED AND SOLD IN 
RELIANCE ON THE EXEMPTION FROM REGISTRATION AFFORDED BY SECTION 
4(B) AND REGULATION D (RULE 506(c)) OF THE SECURITIES ACT AND 
CORRESPONDING PROVISIONS OF STATE SECURITIES LAWS. 

THE SECURITIES ARE SUBJECT TO RESTRICTION ON TRANSFERABILITY AND 
RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED 
UNDER THE SECURITIES ACT AND STATE LAW, PURSUANT TO REGISTRATION OR 
EXEMPTION THEREFROM. INVESTORS SHOULD BE AWARE THAT THEY WILL BE 
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REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN 
INDEFINITE PERIOD OF TIME. 

THE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION (“SEC”), ANY STATE SECURITIES 
COMMISSION OR ANY OTHER REGULATORY AUTHORITY, NOR HAVE ANY OF THE 
FOREGOING AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THIS 
OFFERING OR THE ACCURACY OR ADEQUACY OF THIS MEMORANDUM. ANY 
REPRESENTATION TO THE CONTRARY IS UNLAWFUL. 

PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THE CONTENTS OF THIS 
MEMORANDUM AS INVESTMENT, LEGAL, BUSINESS, OR TAX ADVICE. EACH 
INVESTOR SHOULD CONTACT HIS OWN ADVISORS REGARDING THE 
APPROPRIATENESS OF THIS INVESTMENT AND THE TAX CONSEQUENCES 
THEREOF WHICH MAY DIFFER DEPENDING ON AN INVESTOR’S PARTICULAR 
FINANCIAL SITUATION. IN NO EVENT SHOULD THIS MEMORANDUM BE DEEMED 
TO BE CONSIDERED TAX ADVICE PROVIDED BY THE COMPANY. 
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EXECUTIVE SUMMARY 

This summary highlights information contained in other parts of this Memorandum and 
documents annexed hereto. Because it is a summary, it does not contain all of the information 
that you should consider before investing in this Offering. For a more complete understanding 
of this Memorandum, you should read the entire document carefully, including the Risk 
Factors.  

Overview 

One in every eight Americans now belongs to 
“The Creative Class,” according to Richard 
Florida in his book The Rise of the Creative 
Class. These 40 million creative people are not 
limited to scientists and artists, but include a 
diverse cross-section of the population. They are 
passionate about making things, and they are 
increasingly frustrated by corporate and personal 
constraints, and the de-emphasis of making and 
hands-on instruction in their children’s schools. 
They want the freedom and power to think and 
create on their own. 

Many of these people are frustrated at work because they do not have sufficient flexibility in 
their job to be creative and inventive. They are frustrated at home because they do not have 
access to the machines and tools they need to implement their ideas. They lack space and 
sufficient funds to purchase the necessary equipment and cannot afford to hire professional 
designers or prototype builders. They want to design and build things themselves. 

TechShop was designed to meet the growing demand for access to a 
fully equipped do-it-yourself (DIY) workshop. TechShop is the world's 
first and largest membership-based, open-access, do-it-yourself 
workshop. Each workshop comes with approximately 17,000 – 20,000 
square feet filled with a community of hobbyists, artists, inventors, 
entrepreneurs, and students using a broad array of tools to build their 
dreams. TechShop provides its members with open and unlimited 
access to a wide variety of machines and tools used for designing and 
building almost anything out of metal, plastic, wood, fabric, and 
electronic components. A TechShop member has access to machines 
and tools such as milling machines, lathes, sheet metal equipment, 
welding equipment, high-tech computer design tools, plastic and 
woodworking equipment, industrial sewing machines, electronic circuit 
design and fabrication stations, and other supporting tools. TechShop 
members also have access to a computer lab featuring a suite of design software from Autodesk 
(including AutoCAD, Autodesk Inventor Professional, Autodesk Inventor Fusion Technology 
Preview, Autodesk Inventor Publisher, Autodesk Alias Design, Autodesk Showcase, Autodesk 
SketchBook Pro, and Autodesk Mudbox), and an eletronics labs with technology from National 
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Instruments, including LabVIEW system design software and myRIO, myDAQ, and 
VirtualBench hardware. 

TechShop has become known as a playground 
for creativity and platform for innovation, by 
providing a comfortable and nurturing design 
and construction environment for creative 
minds. TechShop also offers classes, from basic 
courses that teach people how to safely use the 
workshop equipment, to advanced courses to 
develop the untapped ingenuity of its members. 
In addition, TechShop sells a selection of retail 
products to provide materials, components, and 
supplies for its makers. TechShop also rents its 
facility (private events or work spaces) and 
provides prototyping and short-run 
manufacturing services. 

The first TechShop facility opened in October 2006 in Menlo Park, which is located in Silicon 
Valley, California. TechShop opened 10 additional state-of-the-art locations in the last five years 
in San Francisco, California (in February 2011), San Jose, California (in September 2011),  
Detroit, Michigan (in May 2012), Round Rock, Texas (in November 2012), Pittsburgh, 
Pennsylvania (in March 2013), Chandler, Arizona (in November 2013), Arlington, VA (in April 
2014), and Abu Dhabi (in late 2015).  TechShop is also planning to open a store in St. Louis in 
late 2016.  TechShop has also entered into a multimillion dollar licensing deal with the largest 
European retail group (Adéo) under the brand name Leroy Merlin to open five locations in 
Europe, with the first store successfully opening in Paris in Q4 
2015. The first will open in Paris in Q4 2015. A second 
licensing deal with Fujitsu resulted in the opening of 
TechShop Tokyo in Japan in April 2016. 

 

Products and Services 

TechShop will open stores through wholly owned 
subsidiaries, and sometimes with the assistance of strategic 
alliances (i.e. Ford Motor, DARPA, Lowe’s, Arizona State 
University, Leroy Merlin, etc.). Revenue will come primarily 
from sales of memberships, classes, events (private parties, 
corporate events, etc.), private workshop rentals, retail sales, 
prototyping, short-run manufacturing services, and STEAM 
education programming for students. Monthly memberships to 
TechShop cost about $150 per month. TechShop also earns 
revenue from partner fees, equipment mark-ups, service fees, 
and consulting fees.  
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Impact on Innovation 

The Company is a unique and innovative first-to-market investment. It is universally true that it 
takes high-end equipment for someone to create and test many designs and prototypes. TechShop 
meets that need by allowing its members to turn their designs into reality. 

In the last 15 years, CNC (computer 
numerically controlled) machine costs have 
come down 80% to 90%. Graphic computers 
that perform 3-D modeling have plummeted 
into the $500 range. Machine tools that 
previously cost hundreds of thousands of 
dollars now cost tens of thousands. Not since 
the beginning of the industrial revolution has 
the common person been given equal access 
to the powerful and expensive tools of 
creation that were monopolized by the large, 
heavily-financed corporation. Access to these 

tools has never been available at the price points offered by the Company. 

Just as low cost access to information has 
driven the information revolution, low cost 
access to tools will have the similar effect 
of driving a second, and potentially more 
impactful, creative revolution. By using a 
subscription (membership) model, we 
drastically reduce the costs to our members 
for access to sophisticated tools and 
machinery they would otherwise not be 
able to use. Creative minds can now pursue 
their dreams (about $150 per month) for the 
price of a daily cup of coffee.  

 

• TechShop drives down the cost of innovation for small companies and individuals, enabling 
them to tackle global problems in a cost-effective way. 

• TechShop invigorates the innovation and manufacturing base and knowledge in the U.S. 

• TechShop inspires youth, encourages them to engage in science, engineering, and innovation, 
and replaces the experience lost following the elimination of workshops in most public schools.  

The early indicators on the impact of access to creative tools are already in. The following are 
just a small sample of projects made at TechShop, which are tackling some real world problems: 
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• Three percent of all energy 
consumption in the U.S. is consumed by 
data centers. Clustered Systems built a 
data-server cooling rack that reduces 
energy consumption in a data center by 
15% to 30%. This innovation alone could 
reduce total U.S. energy consumption by 
one percent. Clustered Systems has 
secured a $3 million Department of 
Energy research grant. This innovation 
has spawned what is expected to become 
a $1 billion industry. 

 

• Neonatal incubators are too expensive for much of the developing world. Engineers at 
TechShop developed a phase-changing polymer blanket (Embrace) that sells for $25 and will 
save over 100,000 lives of babies over the next five years. 

• Anton Willis created an origami kayak (Oru-Kayak) that folds into a portable case for 
apartment dwelling urban kayak enthusiasts, raising $444,000 on Kickstarter. 

• X-Prize Participation. TechShop has had 
four teams on-site participating in various 
X-Prize competitions, including 
Automotive, Lunar Rocket, and two Lunar 
Mining teams. 

• Glass-blower turned smart phone gadget-
maker James McKelvey prototyped the 
Square NFC credit-card billing attachment 
for current smart phones that allows 
anyone to process credit cards. This 
payment platform was named one of Time Magazine’s 50 Best Inventions of 2010. 

• Lightning Motorcycles founder Ken Newton constructed the world's fastest electric motorcycle. 

• Michael Pinneo developed a desktop machine to create synthetic diamonds. He launched a new 
business selling affordable synthetic diamond compounds for industrial applications. 

• Patrick Buckley created a prototype for a bamboo-and-moleskin iPad holder called the 
DODOcase. He went on to sell $1 million worth of DODOs during the first four months the iPad 
was on the market, after investing less than $1,000. 

TechShop is an incubator of innovation. One of TechShop's members summed it up best when 
he said, “TechShop is like the Xerox PARC for the rest of us.” Another said, “TechShop 
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destroys the barriers to creativity and innovation.” A recent economic impact study found that 
TechShop has created $12 billion in shareholder value in the San Francisco Bay Area alone.  
These economic impact findings have gained the attention of government officials who want to 
bring a TechShop to their communities to spur economic growth.   It is remarkable to witness the 
impact of giving creative minds access to tools to tap their full potential. We have seen the 
results in the first TechShop stores in the San Francisco Bay Area, and we would like to 
duplicate our success nationwide, keeping the United States as the global leader in innovation! 

KEY INVESTMENT CONSIDERATIONS 

The key investment considerations discussed below are qualified by the more detailed 
information, including “Risk Factors,” appearing elsewhere in this Memorandum. This 
Memorandum contains certain forward-looking statements. The Company’s actual results could 
differ materially from the results anticipated in these forward-looking statements as a result of 
certain factors discussed in “Risk Factors” and “Forward-Looking Statements” elsewhere in 
this Memorandum. 

Excellent Management Team  

Jim Newton, an uber-DIYer, former 
BattleBots competitor, and Science Advisor 
on the hit cable program MythBusters, 
founded TechShop because he needed a 
place to build his inventions. Mark Hatch, 
CEO, is an operations and product 
management executive and ran a $225 
million Kinko’s P&L and was Avery 
Dennison’s Director of Global Technology 
and Business Development. Mark also 
authored the book The Maker Movement 
Manifesto. He has been recognized by San Francisco Business Times as one of  the Bay Area’s 
Most Admired CEOs and by Popular Mechanics as one of 25 movers and makers who are 
reinventing the American Dream.  

 

First to Market   

TechShop is the first Do-It-Yourself Fabrication 
Workshop of its kind. There are no other competitors 
of its kind. The size of the market for a membership-
based DIY workshop with supporting services is 
unknown, because there is literally nothing like it. The 
size of the DIY market that includes Lowe’s and 
Home Depot is in excess of $300 billion. Combined, 
Lowe’s and Home Depot have about 3,800 locations. 
The hobbyist market segment, serviced by Hobby 
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Lobby (and others) is $25 billion. The “creative class" described in the book Rise of the Creative 
Class, is estimated to represent 40 million people in the U.S. They also control half of all the 
disposable income, or about $474 billion a year. TechShop’s real competition comes from other 
leisure activities and the garage-based shops. TechShop has seen the development of 
“hackerspaces” over the last couple of years, but at one-tenth the size and scope. These 
“hackerspaces” are just early indicators of pent-up demand for such workshops. 

Business Support Systems   

The Company will be operating on TechShop’s web-based 
software as a service (SaaS) enterprise resource planning (ERP) 
solution. This will reduce operating costs and ensure a consistent 
TechShop experience for its customers and partners.  

The Company uses its standardized and proven membership 
policies, structures, and pricing guides as well as its classes and 
course materials at all of its facilities. The Company also plans to 
engage in prototyping and provide short-run manufacturing 
services, which have recently been rolled out at some TechShop 
locations. 

 

 

Scalable Business Model 

The Company’s management team has demonstrated its ability to plan, fund, design, build, staff 
and manage multiple new locations across the United States and internationally (France, Abu 
Dhabi, and Japan) while growing top-line growth and profitability of its existing stores. 

Publicity  

The Company benefits greatly from 
TechShop’s name recognition in the DIY and 
hobbyist movement. TechShop has already 
generated terrific attention and buzz from the 
press and media outlets, such as ABC News, 
BBC, BusinessWeek, CBS News, CNN 
Newsroom, Forbes Magazine, Bloomberg 
Business Week, NBC News, PBS, Forbes, 
Make, Wired and Inc. magazines, the LA 
Times, SF Examiner, Silicon Valley Business 
Journal, San Francisco Chronicle, The New 
York Times, The Washington Post, USA Today and blogs by Guy Kawasaki, Wired, 
ChicagoTribune.com, CNET, and CoolTools. In June 2014, President Obama visited TechShop 
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Pittsburgh and hosted a discussion about manufacturing and innovation. For the most recent 
press coverage on TechShop, please visit: www.techshop.ws/techshop_in_the_press.html. 

Inc. Magazine highlighted TechShop’s 345 percent growth in revenue between January 2011 and 
December 2014, and ranked TechShop in the Inc 5000 fastest growing private companies for the 
third year in a row. TechShop was also recognized as a top fastest growing company in the San 
Jose Metro Area, ranking number 15 on the sub-list.  

 Strategic Relationships  

Autodesk is TechShop’s first “Solutions 
Partner” sponsoring the computers and 
software in TechShop stores, providing 
training dollars to our staff to learn their 

tools, and buying corporate memberships for key Autodesk staff members. Carl Bass, 
Autodesk’s CEO, is an observer on our board. Autodesk also offers to TechShop members its 
leading portfolio of Digital Prototyping software to better design, visualize and simulate their 
ideas using applications such as AutoCAD, Autodesk Inventor Professional, Autodesk Inventor 
Fusion Technology Preview, Autodesk Inventor Publisher, Autodesk Alias Design, Autodesk 
Showcase, Autodesk SketchBook Pro, and Autodesk Mudbox. Autodesk also provides high-end 
workstations to run the software within the TechShop collaborative work areas. In addition, 
TechShop and Autodesk are working together to instruct members on how to use the Autodesk 
Inventor Professional Suite to design their projects and creations.  

 

In December 2014, TechShop entered into a strategic alliance with 
Leroy Merlin, a brand of Groupe Adéo, the third largest DIY retail 
company in the world (and the largest in France), to open up to five 
TechShop branded stores in Europe.  The first store successfully 
opened in Paris, France in late 2015. 

 

                                           

The Hearst Corporation assisted TechShop in opening its San Francisco, California store as an 
anchor to a new creative cluster in downtown San Francisco. Similarly, the Feil Organization 
helped TechShop open its doors in Pittsburgh, Pennsylvania, and Vornado, the largest real estate 
developer in the U.S., helped us open our DC-Arlington location. By working with prominent 
real estate companies, the Company believes that having TechShop as an anchor for creative 
clusters will expand the DIY market and increase demand for its services and experience.  
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TechShop and the Ford Motor Company jointly opened a 
TechShop store featuring an automobile innovation center in 
Detroit, Michigan. Ford is the first automaker to collaborate with 
TechShop, marking the latest move in a series of open-innovation 
initiatives led by Ford to empower creative minds to develop 
automotive technologies and features. Ford has committed over $3 
million for programs and services for TechShop Detroit. Ford and 
TechShop expect this new innovation hub to inspire its own 

Detroit-area engineers, designers, and scientists to accelerate innovation and stimulate the local 
economy. 

We have a growing partnership with Fujitsu, the second largest 
information technology service and manufacturing company in the 
world. Fujitsu entered into a licensing deal to open a TechShop 
location in Tokyo, Japan in April 2016.  We are in discussions to 
open additional stores in Japan.  We have also collaborated on a 
mobile making trailer, TechShop Inside!, that is visiting schools, 

events, and other activities in the Bay Area to support STEAM education. Fujitsu has become 
very interested in the Maker Movement, and we are working with them on other ways to 
collaborate. 

 

   

DARPA (Defense Advanced Research Projects Agency), an agency of the United States 
Department of Defense, provided TechShop with $3.4 million in funding to open locations in 
Pittsburgh, Pennsylvania and the Washington, D.C. vicinity. As part of this funding, TechShop 
had provided memberships and training to military veterans and DARPA employees. 

 

National Instruments is an industry leader in 
providing engineering and scientific tools. In 2015 
we inked a deal with National Instruments that 
substantially upgraded our electronics lab to 
include the world class electronics emulation 

bench LabVIEW along with the MyRio and MyDaq hardware devices.  
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In partnership with the Veteran’s Administration, GE sponsored 
approximately $2 million for memberships and job training programs 
for 2,000 military veterans nationwide. We have also helped to deliver 
the GE Garages advanced manufacturing experience in the U.S. and 
around the world. 

 

 

Arizona State University funded a new store near Phoenix, Arizona (in 
downtown Chandler, Arizona) as part of ASU’s Center of Technology 
& Innovation. Funding from ASU includes space, tenant improvements 
and the purchase of memberships/training for its students, faculty, and 

employees. This store opened in November 2013. 

TechShop has an ongoing relationship with Make Magazine and its Maker Faire events, which 
are held nationwide. TechShop has maintained a strong presence at Maker Faire, further 
promoting and strengthening the TechShop brand. TechShop has also partnered with them on the 
Disney/Pixar – Make – TechShop Young Makers Program. 

The head of the U.S. Patent and Trademark office has become a big supporter of TechShop as an 
“Innovation Incubator” and has established the first ever “Red Phone” direct link between 
TechShop and the USPTO’s examiner’s office. 

TechShop has developed relationships with equipment and software vendors and negotiated 
discounts as high as 50% on such purchases. 

 

 

TechShop has entered into a final agreement with the Cortex 
Innovation District in St. Louis to develop and launch an 18,000 
square foot TechShop within a world class 12 square block innovation 

community in partnership with Washington University, St. Louis University and the University 
of Missouri St. Louis. Scheduled to open in September 2016, TechShop St. Louis has already 
received commitments for over 400 memberships from the three university partners and 
Monsanto, and the new building is under construction. 
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Service Fee Funding Model for New Store Expansion 

Pre-selling services and programming through 
multi-year commitments has become a viable 
way to finance many of the new store 
openings. Funding partners can be national or 
location-specific in terms of the services and 
programs. For example, Ford Motor Company 
has committed over $3 million for programs 
and services to fund the building of the 
TechShop store in Detroit. DARPA provided 
$3.4 million in grants for memberships and 
training to open stores in Pittsburgh, 
Pennsylvania and the Washington, D.C. 
vicinity. At TechShop Phoenix-Chandler, 
Arizona State University is providing space, funded construction costs, and pre-paid $1 million 
in memberships in addition to commitments for student and faculty training. The store, which is 
located off campus, is open to the public. After a successful launch season with ASU, they 
opened memberships to all ASU students. 

The pre-selling of packages of programs/services “guarantees” the launch viability of a new store 
in a new market. In a typical service fee pre-buy package, the partner provides: 

• $2-3 million in capital, pre-purchased 
memberships, and program fees ($1.5 million 
for opening costs and local operating expenses, 
balance for corporate level development, and 
management expenses) 

• Resources in terms of human capital, marketing, 
publicity, and support for program elements 
related to partner interests/areas of focus 

In return, the partner receives: 

• Halo effect of bringing TechShop to local 
market 

• Association with hot new market concept 

• Innovation stream/new ideas 

• Tie-in marketing and publicity opportunities 

• Memberships/training packages 
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• Program tie-ins 

• Stakeholder/employee benefits 

Initially, TechShop funded store openings with a combination of local and corporate debt. The 
service fee funding model has and will continue to improve the overall financial picture of 
TechShop, while forging strong relationships with key companies and organizations that are 
extremely valuable to TechShop’s overall mission. 

This service fee funding model has attracted the attention of governmental officials following an 
economic impact study that determined that TechShop has created $12 billion in shareholder 
value in the San Francisco Bay Area alone.  These economic impact findings have spurred action 
from government officials who want to bring a TechShop to their constituents to drive economic 
growth.  For example, in St. Louis, TechShop will be receiving $3 million in grants to fund the 
establishment of the new facility in 2016. 

Several municipalities have contracted TechShop to conduct paid market assessment studies to 
evaluate and determine the financial benefits and costs of opening a TechShop facility in their 
city. These paid market assessment studies often lead to grants and/or loans to open a TechShop 
facility.  These municipalities includes: Louisville (KY), Indianapolis (IN), Cambridge (MA), 
Edmonton (Canada), Youngstown (OH), Grand Rapids (MI), Providence (RI). 

 

Engaging Customer Experiences Promote Long Term Memberships  

 
TechShop has been awarded the Experience Stager of the Year (EXPY) Award for the year 2011 
by Strategic Horizons LLP. Previous winners include Build-A-Bear Workshop, LEGO Group, 
Geek Squad, American Girl Place, and others who have demonstrated exceptional skill in 
creating truly memorable and innovative experiences. TechShop was commended for its rich and 
compelling experience, providing its members access to over a million dollars in industry leading 
tools, equipment, and software. By connecting each member to a community of highly creative 
and knowledgeable professionals, TechShop is able to attract and retain long-term relationships 
with its members. 
 

 
Lifetime Memberships 

As appreciation for your investment, TechShop will be giving to each qualified investor (and 
his/her immediate family) who purchases a Note pursuant to this Offering, a family lifetime 
membership redeemable at current and future TechShop locations in the U.S.. Immediate family 
is limited to an investor’s spouse or domestic partner (residing at the same residence), and up to 
six (6) children while they are under the age of 21. 
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SUBSCRIPTION PROCEDURE 

All costs and expenses of this Offering will be paid by the Company. The funds received from 
this Offering will not be subject to escrow and will be available immediately for use by the 
Company. The Offering will terminate on the earlier of the date on which the Maximum 
Aggregate Offering is reached or December 31, 2016, unless extended by the Company (the 
“Termination Date”) at its sole discretion. Except for any rescission rights that may be provided 
under applicable law, subscriptions may not be canceled, terminated, or revoked.  

Sales of Notes will be made only to “accredited investors” as defined in Rule 501(a) under the 
Securities Act, in an Offering intended to be exempt from registration pursuant to Rule 506(c) 
under the Securities Act. Each prospective investor shall be required to submit a questionnaire, 
as well as a written confirmation from either a (i) registered broker-dealer, (ii) registered 
investment adviser, (iii) licensed attorney, or (iv) certified public accountant verifying such 
prospective investor's status as an accredited investor. Such information will be utilized and 
relied upon by the Company in evaluating and determining suitability and qualification of such 
individual. 

NOTE:  No subscription materials or monies will be accepted by the Company until the 
Company has determined and notified the prospective investor that such prospective 
investor is qualified to participate in the Offering. 

  

Subscription Procedure 
Each prospective purchaser of the Note has been provided with a subscription package, together 
with instructions, along with this Memorandum. In order to subscribe for the Note, an investor 
must deliver the following to TechShop, Inc., either by mail to ATTN: Investor Relations, 300 S 
2nd St., San Jose, CA 95113; by email to invest@techshop.com; or by fax to (650) 521-5295: 

1. Signed copy of the Subscription Agreement in the form included in the 
subscription package as Exhibit A. 

2. A check or wire transfer of immediately available funds for the purchase price of 
the Note. 

On delivery of the items above, each investor will become bound by the terms of the 
Subscription Agreement and will not be able to revoke his or her subscription.   Following the 
Company’s acceptance of an investor’s subscription, the Company will furnish to the investor a 
fully executed Promissory Note, and a copy of a fully-executed Subscription Agreement within 
four to six weeks of payment of the purchase price for the Note. 
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Summary of Principal Terms of Notes 
 

This memorandum summarizes the principal terms proposed by TechShop, Inc. (the 
“Company”), for the purchase of promissory notes (“Notes”).  Prospective investors should read 
the following summary together with the more detailed information concerning the Company 
and the securities being sold in this Offering. Because this is only a summary, prospective 
investors should read the rest of this Memorandum before investing, especially the risks 
described under “Risk Factors.” 

Amount of Offering: In connection with this Memorandum, the Company will attempt to raise 
up to $3,500,000 USD. The private placement offering will be made only 
to accredited investors. The maximum gross proceeds of the Offering 
may be increased, in the discretion of the Company.  There is no 
minimum offering amount. 

Minimum Investment 
Per Investor: 

$25,000.00 

Subordination: The Notes shall be subordinated to all indebtedness of the Company 
whether created prior or subsequent to the issuance of the Notes. 

Security: The Notes are unsecured. 

Loan Term: Ten (10) years. 

Interest Rate: Eight percent (8%) per annum on a simple annual basis. 

Private Placement: The Notes have not been registered under the Federal Securities Act or 
under any state securities laws.  The issuance and sale of such securities 
is being made in reliance upon exemptions from registration provided for 
in Section 4(b) of the Securities Act and Regulation D (Rule 506(c)) 
promulgated thereunder and in reliance on applicable exemptions from 
registration afforded certain private placements under state securities 
laws.   

Eligible Investors: No Notes will be sold to a prospective investor unless the Company has 
determined that such subscriber is an “accredited investor” as defined in 
501(a) of Regulation D.  The Company reserves the right, in its sole 
discretion, to reject any potential subscriber and/or to limit the amount of 
the investment in Notes by any subscriber.    

Immediate Use: All subscription funds received may be used immediately upon 
acceptance by the Company. 

Payment Terms: Annual payments over a ten (10) year term with interest-only payments 
during the first five (5) years, and amortized payments of principal and 
interest during the subsequent five (5) years. 
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Purchase Agreement: The investment shall be made pursuant to a Subscription Agreement and 
Promissory Note reflecting the provisions set forth herein, which shall 
include, among other things, compliance with applicable laws. 

Termination of 
Offering: 

It is anticipated that the Company will terminate the Offering on 
December 31, 2016, unless extended by the Company at its sole 
discretion, without notice to prospective subscribers.   

Use of Proceeds: The Company anticipates net proceeds of the Offering, after payment of 
estimated costs and expenses associated with the Offering, to be applied 
towards general working capital for the company (including operating 
expenses), development of new product offerings and expansion of new 
TechShop locations.  
 

Expenses: Each party shall bear its own legal and other expenses with respect to the 
transaction. 

Acceptance or Rejection 
of Subscriptions:  

Subscription Agreements are not binding until accepted by the Company.  
If the Company rejects all or a portion of any subscription, the Company 
will return to the prospective subscriber all, or the appropriate portion, of 
the amount submitted with such prospective investor’s subscription, 
without interest.  After all refunds have been made, if any, the Company, 
and its directors, officers, counsel and agents will have no further liability 
to subscribers. 

If subscriptions are received and accepted, the Company may use such 
funds immediately without an escrow period or minimum amount raised.   

Additional Information: Each prospective subscriber will be furnished with or given access to any 
additional information reasonably available or obtainable which may be 
needed to verify or supplement any information contained in this 
Memorandum and in the Exhibits hereto or to assist the subscriber in 
making an informed decision. Upon request, prospective subscribers will 
have an opportunity to meet with and ask questions of the officers of the 
Company.  Persons desiring any additional information may contact 
Investor Relations at invest@techshop.com. To the extent necessary, the 
Company will provide subscribers with supplements to this 
Memorandum containing new or changed material information about the 
Company or the Offering. 

Additional Information: Each prospective subscriber will be furnished with or given access to any 
additional information reasonably available or obtainable which may be 
needed to verify or supplement any information contained in this 
Memorandum and in the Exhibits hereto or to assist the subscriber in 
making an informed decision. Upon request, prospective subscribers will 
have an opportunity to meet with and ask questions of the officers of the 
Company. Persons desiring any additional information may contact: 
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Investor Relations of TechShop, Inc. at invest@techshop.com. To the 
extent necessary, the Company will provide subscribers with 
supplements to this Memorandum containing new or changed material 
information about the Company or the Offering. 

 
 

FORWARD-LOOKING STATEMENTS 
 

This Memorandum contains forward-looking statements (as defined in Section 27A of the 
Securities Act and Section 21E of the Securities Exchange Act of 1934). To the extent that any 
statements made in this Memorandum contain information that is not historical, these statements 
are essentially forward-looking. Forward-looking statements can be identified by the use of 
words such as “expects,” “plans” “will,” “may,” “anticipates,” believes,” “should,” “intends,” 
“estimates,” and other words of similar meaning. These statements are subject to risks and 
uncertainties that cannot be predicted or quantified, and, consequently, actual results may differ 
materially from those expressed or implied by such forward-looking statements. Such risks and 
uncertainties are outlined in “Risk Factors” and include, without limitation, the Company’s 
limited and unprofitable operating history; the ability to raise additional capital to finance the 
Company’s activities; the effectiveness, profitability, and the marketability of its products; the 
future trading of the Notes of the Company; the period of time for which the proceeds of the 
Offering will enable us to fund our operations; general economic and business conditions; the 
volatility of the Company’s operating results and financial condition; the Company’s ability to 
attract or retain qualified senior management personnel and staff; the Company’s cash burn rate 
and limited cash reserves; and other risks detailed herein or from time to time in the Company’s 
filings with the SEC. 

Information regarding market and industry statistics contained in this Memorandum is included 
based on information available to the Company that it believes is accurate. It is generally based 
on industry and other publications that are not produced for purposes of securities offerings or 
economic analysis. The Company has not reviewed or included data from all sources and cannot 
assure investors of the accuracy or completeness of the data included in this Memorandum. 
Forecasts and other forward-looking information obtained from these sources are subject to the 
same qualifications and the additional uncertainties accompanying any estimates of future 
market size, revenue, and market acceptance of products and services. The Company does not 
undertake any obligation to publicly update any forward-looking statements. As a result, 
investors should not place undue reliance on these forward-looking statements. 

 
  

Case: 18-50398    Doc# 238-2    Filed: 01/29/20    Entered: 01/29/20 10:36:28    Page 20
 of 42



 
 
 

16 
 

RISK FACTORS 

An investment in this Offering is extremely risky. You should carefully consider the risks, in 
addition to the other information presented in this Memorandum before deciding to purchase the 
Note offered herein. If any of the following risks actually materialize, our business and prospects 
could be seriously harmed, the value of our securities could decline, and you could lose all or 
part of your investment. The risks and uncertainties described below are not exclusive and are 
intended to reflect the material risks that are specific to us and material risks related to our 
industry. 

 

WE CONTINUE TO REQUIRE EXTERNAL FINANCING TO FUND OUR 
OPERATIONS AND EXPANSION, WHICH MAY NOT BE AVAILABLE. 

While the Company is expected to continue to generate store revenues that partially offset our 
operating expenses, we do not believe that the Company will generate positive cash-flow in the 
foreseeable future needed to fully fund our ongoing operations and aggressive shop expansion 
plan. The U.S. operations are anticipated to become cash flow positive with around 14-16 mature 
stores, but additional international licensing/partnership deals may positively affect that estimate. 
The Company has been operating for most of the past two years on anywhere from one to four 
months of operating cash reserves. The Company has been consistently managing payables and 
raising additional investment to sustain operations, which when combined with seasonal 
promotions and licensing deals should continue to fund operations in the future. 

Assuming all Notes are sold in this Offering, the Company believes that the net proceeds from 
this Offering will be sufficient to fund the Company's planned operations as currently projected 
for at least the next 6 to 18 months, depending on how aggressive the Company seeks to expand 
and open new stores. Such belief, however, cannot give rise to an assumption that the 
Company’s cost estimates are accurate or that unforeseen events would not occur that would 
require the Company to seek additional funding to meet its operational needs. In addition, there 
can be no assurance that the Company’s cash flow generated from operations will be sufficient to 
implement the Company’s business objectives. As a result, the Company will require substantial 
additional financing in order to implement its business objectives.  

 

NO MINIMUM OFFERING 

No individual, firm or corporation has agreed in advance to purchase any of the offered Notes.  
No assurance can be given that all of the Notes will be sold.  There is no minimum number of 
Notes that must be sold by the Company in this Offering, and the Company expects to accept 
subscriptions for the Notes as they are received. As a result, there can be no assurance that the 
Company will raise sufficient funds in this Offering to carry out its business plan as currently 
proposed, or that the net proceeds from the sale of the Notes will be in an amount sufficient to 
enable the Company to continue operations in any meaningful manner. 
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OUR AGGRESSIVE EXPANSION PLAN COULD LEAD TO FURTHER DEBT AND 
CASH FLOW PROBLEMS. 

The aggressive plan to open about five to ten new stores in the next two years requires continued 
interest and investment by investors as well as the hiring of knowledgeable staff to run the shops. 
Our ability to generate revenue and to achieve profitability and positive cash flow will depend on 
our ability to successfully launch new locations that generate membership sales which cover the 
costs of operations, including staff and equipment. 

Additionally, TechShop’s existing strategic alliances, such as with Ford to open the store in 
Detroit, Michigan, with Lowe’s to open the Round Rock, Texas store and with Arizona State 
University to open the Chandler, Arizona store could fail and have a negative impact on the 
Company.  

RECENT OPERATING RESULTS HAVE FALLEN BELOW EXPECTATIONS. 

The previous 2015 has been a difficult year for most of the TechShop stores.  Only the three 
stores in San Francisco, San Jose, and Chandler were EBITDA positive in 2015.  Part of the loss 
can be attributed to the increased expenses from 24/7 operations (which has been discontinued), 
and rising rents for the TechShop facilities.  In addition, both revenue and membership growth 
have fallen off historical trends beginning in September 2015, after the conclusion of the 
Summer STEAM education programs.  The membership growth has also been impacted by the 
expiration of the veterans program (GE and DARPA).  These results have impacted the 
Company’s cash flow and cash reserves, and will adversely affect investor perceptions 
concerning our financial condition.  This may impede our ability to obtain external financing, 
which is critical for continued operations.   

 

THE POPULARITY OF THE MAKER MOVEMENT COULD DECREASE.  

Currently the Company enjoys a certain level of publicity and popularity by makers, hobbyists, 
and others who regularly attend conferences, such as Maker Faire. Should this popularity 
decrease, the Company’s future expansion plans and financial funding would be put at risk. 
Furthermore, the popularity of the hobbyist movement will vary from each region and store 
location, which may lead to different results for each location. 

IF WE FAIL TO ATTRACT AND KEEP SENIOR MANAGEMENT AND KEY 
PERSONNEL, WE MAY BE UNABLE TO SUCCESSFULLY OPERATE OUR 
BUSINESS. 

Our success depends in part on our continued ability to attract, retain, and motivate highly 
qualified management and on our ability to develop and maintain important relationships with 
key players in the hobby industry. We are highly dependent upon our senior management, 
particularly the Company’s founder, Jim Newton, and our Chief Executive Officer, Mark Hatch, 
who have been the driving force in attracting investors and members. Although we have 
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employment agreements with most of our staff, these agreements are generally terminable at-will 
at any time, and, therefore, we may not be able to retain their services as expected. The loss of 
services of one or more members of our senior management staff could delay or prevent us from 
obtaining memberships and successfully operating our business.  

WE MAY BE SUBJECT TO POTENTIAL LIABILITY AND OTHER CLAIMS, 
CREATING RISKS AND EXPENSE. 

We are also exposed to potential liability risks inherent in our member’s use of equipment and 
tools in each retail location. While the Company currently maintains adequate liability insurance 
to cover claims related to the use of our equipment by members, there is always a risk of a 
catastrophic injury that may exceed the limits of our insurance coverage. 

 

OUR HIGH LEVEL OF INDEBTEDNESS MAY LIMIT OUR ABILITY TO OBTAIN 
FURTHER FINANCING AND PURSUE OUR BUSINESS STRATEGY. 

As of March 31st, 2016, TechShop Inc. currently has $24,873,273 in aggregate principal amount 
of indebtedness outstanding, of which $16,886,653 is secured debt. In addition, TechShop’s 
wholly owned subsidiaries currently have the following aggregate principal amounts of 
indebtedness outstanding (a combination of unsecured notes and $636,653 of leased financed 
equipment): 

TechShop San Jose LLC (owner/operator of San Jose store):  $ 1,449,488 

TechShop SOMA LLC (owner/operator of San Francisco store): $ 901,888 

TechShop Detroit LLC (owner/operator of Detroit store): $ 702,485 

TechShop Pittsburgh LLC (owner/operator of Pittsburgh store): $ 106,301 

TechShop Mid-Peninsula LLC (owner/operator of Mid-Peninsula store): $ 1,441,588 

TechShop Phoenix LLC (owner/operator of Chandler store):  $ 167,032 

TechShop Austin LLC (owner/operator of Austin-Round Rock store):  $ 51,092 

TechShop Arlington LLC (owner/operator of Arlington store):  $ 850,848 

The degree to which we are leveraged could adversely affect our ability to obtain further 
financing or working capital and pursue our business strategies and could make us more 
vulnerable to industry downturns and competitive pressures. Our ability to meet our debt service 
obligations, including our ability to make interest payments on the Promissory Notes, will be 
dependent upon our ability to raise additional capital and our future performance, which will be 
subject to the financial, business, and other factors affecting our operations, many of which are 
beyond our control. The first of the Autodesk convertible loans of $6 million is due September 
2016 (an extension from the original due date), and while TechShop management has been in 
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discussions with Autodesk regarding conversion of this loan, the Company would be vulnerable 
if TechShop is unable to convert or restructure that loan, which could result in the foreclosure of 
the Company’s assets.  

WE HAVE NOT ACHIEVED PROFITABILITY. 

To date, we have a history of losses. While management believes our strategies will be 
successful, there can be no assurance that our business strategies will be successful or that 
significant revenues or profitability will be achieved. If we do achieve profitability, we cannot be 
certain that we can sustain or increase profitability on an ongoing basis. Likewise, customer and 
investor perceptions concerning our financial condition may adversely affect their decisions to 
do business with us.  These risks have been heightened by the declining profitability of the 
individual TechShop stores since the beginning on September 2015. 

 
LOANS WITH AUTODESK AND LOWE’S ARE SUBJECT TO ACCELERATION 
UPON BREACH OF LOAN CONVENANTS 

The Company has in the aggregate $16,250,000 of secured debt with Autodesk and Lowe’s. 
Those loan agreements contain customary loan covenants that may trigger the acceleration of the 
balances due, which may result in the foreclosure of the Company’s assets if the Company is 
unable to repay the loan balances. 

SALES ACTIVITIES WITH PROSPECTIVE CUSTOMERS MAY NOT GENERATE 
REVENUE FOR THE COMPANY.  

The success of our operations will be highly dependent on our ability to generate revenue from 
current and future prospective customers. While management believes that the Company will be 
successful in generating revenue from prospective customers, there can be no assurance of the 
level of revenue that will be generated.  

FAILURE TO DEVELOP CONSUMER RECOGNITION OF OUR SERVICES COULD 
LIMIT DEMAND FOR OUR SERVICES. 

We believe that continuing to strengthen our brand will be critical to increasing demand for and 
achieving widespread acceptance of our services. Promoting our brand and services will depend 
largely on our marketing efforts and whether we are able to secure contracts with strategic 
partners as well as the development of a television program featuring the Company’s members. 
There is no guarantee that our marketing efforts will result in an increased demand for our 
services or greater customer loyalty, and even if they do, will result in increased revenues or 
profitability due to requirements for enhanced marketing efforts and costs to attract and retain 
our consumers. 

OUR ANTICIPATED GROWTH COULD STRAIN OUR RESOURCES. 

We expect to grow at a rate that will place a significant strain on our managerial, operational, 
and financial resources. To manage this growth, we will have to develop and install operational 

Case: 18-50398    Doc# 238-2    Filed: 01/29/20    Entered: 01/29/20 10:36:28    Page 24
 of 42



 
 
 

20 
 

and financial systems, as well as hire, train, and manage new employees and consultants. We 
may not be able to locate and hire the individuals we will need as our business grows. 

COST OVERRUNS MAY NEGATIVELY AFFECT OUR OPERATING RESULTS. 

We have experienced development delays and cost overruns in our retail store build-out efforts 
in the past and we may encounter such problems in the future. Delays and cost overruns could 
affect our ability to respond to competitive developments or customer requirements. There can 
be no assurance that the Company can realize its plans on the projected timetable in order to 
reach sustainable or profitable operations. Any material deviation from the Company’s timetable 
could require that the Company seek additional capital. There can be no assurance that such 
capital shall be available at reasonable cost, or that it would not materially dilute the investment 
of investors in this Offering if it is obtained. 

INVESTORS IN THIS OFFERING WILL HAVE LITTLE OR NO CONTROL OVER 
THE DIRECTION OF THE COMPANY. 

Note holders are not shareholders, and therefore will not have any voting rights.  Investors will 
not be able to take a direct role in the management of the Company, such that the success of the 
Company will be contingent on the judgment and expertise of the Company’s management team.  
Persons who are not willing to rely upon the skills and expertise of Company’s management 
team should not subscribe for the securities. 
 
 

RISKS ASSOCIATED WITH FORWARD-LOOKING STATEMENTS INCLUDED IN 
THIS MEMORANDUM 

This Memorandum contains certain forward-looking statements regarding the plans and 
objectives of management for future operations, including plans and objectives relating to the 
development of the Company’s business. The forward-looking statements included herein are 
based on current expectations that involve numerous risks and uncertainties. The Company’s 
plans and objectives are based on a successful execution of the Company’s business strategy and 
assumptions that the Company shall be profitable, that the market for products or services shall 
not change materially or adversely, and that there shall be no unanticipated material adverse 
change in the Company’s operations or business. Assumptions relating to any of the foregoing 
issues involve judgments with respect to, among other things, future economic, competitive and 
market conditions and business decisions (most of which are beyond the control of the 
Company), are difficult or impossible to predict accurately. 

Although the Company believes that its assumptions underlying the forward-looking statements 
are reasonable, any of the assumptions could prove inaccurate. As a result, there can be no 
assurance that the forward-looking statements included in this Memorandum shall prove to be 
accurate. In light of the significant uncertainties inherent in the forward-looking statements 
included herein, the inclusion of such information should not be regarded as a representation by 
the Company or any other entity that the objectives and plans of the Company shall be achieved. 
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WE DO NOT CURRENTLY HAVE SPECIFIC PLANS FOR UNALLOCATED 
OFFERING PROCEEDS AND OUR MANAGEMENT WILL HAVE BROAD 
DISCRETION IN DETERMINING FUTURE ALLOCATION. 

The principal purposes of the funding from this Offering are for the expansion of our retail 
outlets, sales and marketing efforts, repayment of outstanding accrued payable obligations, as 
well as for other general corporate purposes, including working capital, professional fees, 
including costs and expenses in connection with the Offering. We currently do not have specific 
plans for all of the net proceeds from this Offering.  

USE OF PROCEEDS 

The net proceeds to the Company from the sale of the Company’s Notes, with a total offering of 
$3,500,000, is estimated to be $2,970,000, after deducting the estimated costs and expenses of 
this Offering of $30,000.00.   

The Company anticipates net proceeds of the Offering, after payment of estimated costs and 
expenses associated with the Offering, to be applied towards general working capital for the 
company (including operating expenses), development of new product offerings and expansion 
of new TechShop locations, but have not designated any specific uses. Accordingly, our 
management will have discretion and flexibility in applying a substantial portion of the net 
proceeds of this Offering.  

 

FINANCIAL INFORMATION  

Please refer to the financial statements in Exhibit C. 
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MANAGEMENT 

TechShop’s executive officers and advisory board members are as follows: 

Executive Officers 

Jim Newton 
Jim is TechShop's Founder, Chairman of the Board, and Corporate 
Secretary. Jim is an uber-DIYer and lifelong maker. A serial entrepreneur, 
Jim holds several design patents and created TechShop because he needed 
a place to build his own inventions. Before founding TechShop, Jim was a 
BattleBots competitor and former full-time Science Advisor on the 
Discovery Channel's hit show MythBusters. He has been recognized by 
Popular Mechanics as one of 25 movers and makers who are reinventing 
the American Dream and by CNN as the “Patron Saint of Do-It-
Yourselfers.” Jim spends much of his time on-site at TechShop and 
thoroughly enjoys helping TechShop members with their projects.  

 

 Mark Hatch 
Mark is CEO and co-founder of TechShop, serves on its Board of 
Directors, and a recognized leader in the global maker movement. Under 
his leadership, TechShop revenue grew 20-fold in five years and multiple 
new locations have opened across the US. Mark has held executive 
positions at firms including Kinko’s, Avery Dennison, and Health Net. In 
2013, his book The Maker Movement Manifesto was released by McGraw-
Hill Education. He has been recognized by San Francisco Business Times 
as one of  the Bay Area’s Most Admired CEOs and by Popular Mechanics 
as one of 25 movers and makers who are reinventing the American 
Dream. Mark has spoken at events such as SXSW, Techonomy, TEDx, 
and The Clinton Global Initiative. A former Green Beret, Mark holds an 
MBA from the Drucker Center at the Claremont Graduate University. 

 
                        

Doug Busch 
Doug serves on TechShop’s Board of Directors. Doug has more than 30 
years of experience leading technical, operational and customer support 
functions and has extensive experience leading organizational change and 
delivering complex products and services. Doug retired in 2013 from the 
position of Senior Vice President and Chief Operating Officer of Care 
Innovations, an Intel-GE Healthcare Company. In prior roles, Doug served 
as corporate vice president and Chief Technology Officer for Intel’s Digital 
Health Group from 2005 to 2011, and as Intel’s corporate Chief 
Information Officer from 1999 to 2005. 
 
Doug also serves on the Board of Directors of Blue Shield of California, 
and on the Board of Directors of Hands4Hope. He is a member of the 
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National Advisory Council of the Betty Irene Moore School of Nursing, 
and has frequently been a guest lecturer on management and technology 
topics. 

 
 Daniel Woods 
Daniel is TechShop’s Chief Operating Officer, Vice-President of Business 
Development, and also serves on its Board of Directors. Dan drives 
TechShop's operations, product and service strategies, and is responsible 
for business development and sales programs. Before joining the team, he 
spent nine years at O'Reilly Media and was the co-founder of MAKE 
Magazine, which focuses on how-to projects for makers. In this role, Dan 
oversaw marketing, media relations, circulation development, community 
outreach, and sales for the magazine. He helped establish MAKE as the 
premier media group and voice of the DIY market. He also conceived and 
launched the Maker Shed store, growing it to one of MAKE's most 
important assets. Dan has a BS in Aeronautics from San Jose State 
University and studied business administration at Santa Clara University's 
Graduate School of Business. 

 
Advisory Board 

Jerry Gramaglia:  Besides having a stellar career in product management and marketing 
at P&G, Sprint, Nestle, and Pepsi Co (where he ran Taco Bell’s marketing efforts), Jerry was 
most recently the COO and President of E*Trade. 

Guy Kawasaki:  Guy exploded onto the marketing scene in the 1980s as Apple’s first 
“Evangelist.” Since then, he has published multiple books on marketing, management and start-
ups, runs a venture firm, and is sought out by many start-ups for advice. He has been a big fan of 
TechShop.  

Todd Ordal:  Todd was one of the original five Kinko’s partners and became the Western 
Regional President running the 300 locations in that region. He is an executive coach and one of 
the few executives with the experience of running a multi-unit retail enterprise from within a 
partnership structure. 

 Bruce Wonnacott:  Bruce was a founder and software architect at SonicWALL, where he 
worked until 2001. Later he created Submeta, a nonprofit which provides seed funding for 
academic research projects. He is also an angel investor, a maker, and one of TechShop's charter 
members. 
 
 Phoenix Wang:  Phoenix is a co-founder of Startl, which focuses on new digital media 
learning products and education start-ups to move from idea to funding and into learners’ hands. 
The ex-Accenture consultant and iVillage strategist has obtained funding from the Hewlett 
Foundation (one of Phoenix’s former employers) and the Gates Foundation.  
 

Joe Pine:  Joe is an internationally acclaimed author, speaker, and management advisor to 
Fortune 500 companies and entrepreneurial start-ups alike. He authored the award-winning book 
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“Mass Customization: The New Frontier in Business Competition,” and later co-authored the 
best-selling book “The Experience Economy: Work Is Theatre & Every Business a Stage.” 

 
Nolan Bushnell:  Nolan founded both Atari, Inc. and the Chuck E. Cheese's Pizza-Time 

Theaters chain. Nolan has been inducted into the Video Game Hall of Fame and the Consumer 
Electronics Association Hall of Fame, received the BAFTA Fellowship, and was named one of 
Newsweek's “50 Men Who Changed America.” Bushnell has started more than 20 companies 
and is one of the founding fathers of the video game industry.  

 
Eric Von Hippel:  Eric is a professor of Technological Innovation in the MIT Sloan 

School of Management and is also a professor in MIT's Engineering Systems Division. He 
specializes in research related to the nature and economics of open innovation.  
 

Director Compensation 

Except for compensation to Doug Busch ($25K annually), TechShop does not currently pay its 
directors or advisory board members any cash compensation for acting as such, although it may 
do so in the future. Some of the directors and advisory board have been issued stock options. 

Director and Officer Liability Insurance 

The Company currently carries director and officer liability insurance. 
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TechShop Locations 

We have formed separate subsidiaries (in the form of limited liability companies) as the structure 
for financing and containing liability in each location. Each of the TechShop stores is a wholly-
owned subsidiary of TechShop. Financial performance for each location is discussed in Exhibit 
C (attached separately). 

 

 TechShop Mid-Peninsula 

The Company’s first store opened in October 2006 in Menlo Park, 
California, in the heart of Silicon Valley. Planned construction on 
that site required the store to relocate in late 2013. For all of 2014, 
the store occupied a temporary location in San Carlos, California, 
while searching for a new permanent home. In January 2015 a long 
term lease was signed for a 21,564 square foot home at 2415 Bay 
Road, Redwood City, California.  

 
 

 

TechShop San Francisco 

TechShop San Francisco opened in February 2011, and is located in downtown San Francisco, at 
926 Howard Street. The San Francisco store has about 24,000 square feet of space, including the 
annex building.  
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TechShop San Jose  

TechShop San Jose opened in September 2011. It is 
located at 300 S. Second Street in downtown San 
Jose. It has about 17,000 square feet of working space 
and is also TechShop’s corporate headquarters.  

 

 

 

 

TechShop Detroit  

TechShop Detroit opened in May 2012. 
Located at 800 Republic Drive in Allen Park, 
Michigan, TechShop Detroit was built in 
partnership with Ford. This TechShop store 
combines an automotive technology licensing 
showroom, a prototyping facility, a deal 
making center, and an educational facility to 
accelerate the licensing and implementation of 
automotive technology across and beyond the 
auto industry. 

 
 
 
TechShop Austin-Round Rock 

TechShop Austin-Round Rock opened in November 
2012. It is located at 120 Sundance Parkway, Suite 
350, Round Rock, Texas, in the Lowe's and Sam's 
Club shopping center. The building is 17,000 square 
feet and includes a large parking lot with close 
access to freeways and shopping centers.  

This is the pilot Lowe’s/TechShop location, and 
depending on the success of this location, may be a 
repeatable offering at other Lowe’s locations. 
Lowe’s has invested $1.75 million (in convertible 
debt) to build out this unique TechShop store which 

shares a common entrance with the Lowe’s store and is visible to all Lowe’s customers.  
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TechShop Pittsburgh 

TechShop Pittsburgh opened in March 2013. It is 
located at 192 Bakery Square Boulevard, Pittsburgh, 
Pennsylvania. The building is 16,000 square feet and 
taps into the Pittsburgh maker community. The store is 
part of a strategic relationship with DARPA (Defense 
Advanced Research Projects Agency), an agency of the 
United States Department of Defense, supporting 
certain defense-related projects.   

 

 

TechShop Chandler 

TechShop Chandler opened in November 2013. This new 
TechShop facility is part of the Arizona State University-
Chandler Innovation Center, which is an engineering and 
technology-based education and research hub located in 
downtown Chandler at 249 E. Chicago Street. This 
facility represents an alliance between the City of 
Chandler and Arizona State University’s (ASU) College 
of Technology and Innovation. As part of this strategic 
relationship, ASU paid the Company $1 million for 
prepaid memberships. ASU has also paid for all tenant 
improvements, architect and engineering fees in building 

this facility.  

  

TechShop DC-Arlington 

TechShop DC-Arlington opened in April 2014. The 20,000 square 
foot facility, TechShop’s largest location, is located at 2110-B Crystal 
Drive in the center of Crystal City’s Main Street, an innovative and 
creative center located on the edge of Washington, D.C. near Reagan 
National Airport. TechShop DC-Arlington was made possible by the 
partnership with the Department of Veterans Affairs Center for 
Innovation (VACI) and the Defense Advanced Research Projects 
Agency (DARPA).  
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Future Locations 
  
TechShop St. Louis:  A partnership with Cortex has provided complete funding for the 
launching of TechShop St. Louis. A new building is under construction by Cortex, with all 
contracts signed and a goal of launching TechShop St. Louis in September 2016. 

Provided that TechShop is able to obtain additional financing and strategic partnerships, 
TechShop anticipates opening new locations in several more U.S. locations in 2016-2017. The 
company has moved towards paid market assessment studies, due to the high interest in bringing 
TechShop to various cities, and several were complete in the second half of 2015, which should 
result in additional shops in 2016-2017. 
 
 
TechShop Global 
 
TechShop Global, based in Dublin Ireland, was established in 2014 to pursue international 
licensing and partnerships. The goal with international locations is to always engage a local 
partner (business, academic or government) to ensure the success, including providing 
localization of the TechShop model in the international location. TechShop Global is headed by 
Paul Duggan as a stand-alone entity which contracts with TechShop, Inc. in the U.S. for brand 
licensing, IP and support for all the international partnerships. Initial global efforts include the 
following partnerships: 

A partnership with Leroy Merlin, a brand of Groupe Adéo, the third largest DIY retail company 
in the world, will result in the launching of a least five international TechShop locations. The 
initial locations will be mostly in Europe, starting with Paris, France, which successfully opened 
in Q4 2015. The stores will be owned and operated by Groupe Adéo, leveraging their extensive 
retail experience.  

TechShop Abu Dhabi, fully funded by the Abu Dhabi government’s Technology Development 
Committee (TDC), successfully launched in late 2015. The location will be a part of TDC’s 
newest initiative, the INNOVATOR program, designed to inspire innovation, creativity and 
entrepreneurship in the region. 

A partnership with Fujitsu has resulted in a licensing deal and the opening of TechShop Tokyo in 
April 2016. The partnership is anticipated to produce additional stores in Japan and/or additional 
investment depending on Fujitsu’s decisions later in 2016 on the partnership arrangement. 
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Legal Proceedings 

A former TechShop employee has filed a claim with the Equal Employment Opportunity 
Commission (“EEOC”) against TechShop. Management believes that TechShop will prevail on 
the merits of this case as the former employee was terminated for poor performance after only 
working for about 4 months. This pending litigation will have minimal impact on TechShop’s 
business. TechShop’s insurance coverage includes legal fees for this claim, and even if the 
Company is found liable, the claim would be covered within the insurance policy limits.  

There are no other pending legal proceedings against the Company. 
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EXHIBIT A 
 

SUBSCRIPTION AGREEMENT 
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EXHIBIT B 
 

INTENTIONALLY OMITTED 
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EXHIBIT C 
 

FINANCIAL INFORMATION 
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Exhibit C to Private Placement Memorandum 

Historical Financial Summary 

 
Below are the annual Consolidated, Corporate & Individual Shop P&Ls for 2008 through Q2 2015. 
 

Overview:  The Company is focusing on growing store revenue and driving stores towards a positive 
EBITDA/Operating Income (Earnings Before Income, Taxes, Depreciation and Amortization) metric, 
which as a proxy for cash flow, demonstrates the ability to generate cash flow to fund future expansion.  
The stores generated an EBITDA profit of $1.6 million in 2014 (excluding DC-Arlington which launched in 
2014), and the stores generated an EBITDA profit of $267k for the first half of 2015 (excluding Mid-
Peninsula that went through an expensive moving process in Q1).  The Corporate budget shows the 
expenditures on business development, new store launches, development of curriculum, and corporate 
IT/Finance/HR infrastructure, which does not have a linear relationship to store growth.  There are large 
non-cash expenses below the EBITDA line, including Depreciation, accrued interest on the convertible 
debt, and a ‘Beneficial Conversion Feature’ (BCF) on part of the convertible debt (e.g. a discount on the 
stock conversion price) required by GAAP accounting.   

 

2008 – 2015 Profit/Loss Statement for TechShop, Inc. (Consolidated) 

 
 

 
 
Notes:  
1) We changed our legal form from an LLC to an C-Corporate and changed our accounting systems in 2010 enabling better control 
and fidelity. Expenses categories for 2008 do not align to the same categories for 2009 forward, thus the detail is not shown above. 
Subtotals and totals are all correct and comparable.  
2) Consolidated financial statements for 2013 and 2014 were audited by an independent accounting firm Frank, Rimerman & Co. 
The consolidated financials presented for 2013 and 2014 align at the revenue, expense, and net income level but categorization 
above are aligned to historical management reporting categories, not the final audited financial statement categories and the store 
level breakdown presented here was not included in the audit. The 2008-2012 financial statements provided herein have not been 
audited, but are reflective of changes and include some historical restatements to conform to audit recommendations for 2013. 
These financial statements (i) are in accordance with the books and records of the Company and (ii) fairly present the consolidated 
financial position of the Company for the periods presented therein. 
3) Consolidated operating expenses include new stores in development (e.g. Arlington, VA) which are not individually broken out 
below – stores are shown individually once they are operating.  
4) Impaired Assets in 2013 are related to closing down the unprofitable Raleigh-Durham location. 
5) Intercompany license fees are eliminated against Corporate license income in the consolidated results. 

  

($000s) 2008 2009 2010 2011 2012 2013 2014 Q1 2015 Q2 2015 Total 2015

Revenue $409 $690 $1,110 $2,698 $6,344 $9,753 $12,008 $3,276 $3,223 $6,500

Cost of Sales ($75) ($31) ($57) ($395) ($974) ($1,268) ($1,656) ($449) ($470) ($919)

Gross Margin $334 $659 $1,053 $2,303 $5,370 $8,485 $10,352 $2,827 $2,754 $5,581

Operating Expenses

Salaries and Benefits **  ($518) ($920) ($3,092) ($4,892) ($4,865) ($6,265) ($1,685) ($1,946) ($3,630)

Professional & Consulting Services **  ($356) ($543) ($1,480) ($2,153) ($1,934) ($2,334) ($634) ($834) ($1,468)

Marketing and Sales **  ($21) ($114) ($312) ($898) ($284) ($468) ($94) ($120) ($214)

Facilities **  ($183) ($371) ($998) ($1,599) ($2,345) ($2,821) ($851) ($919) ($1,770)

Other Operating Expenses **  ($96) ($271) ($1,268) ($1,300) ($1,754) ($2,401) ($563) ($619) ($1,183)

Total Operating Expenses ($1,332) ($1,174) ($2,218) ($7,151) ($10,842) ($11,183) ($14,290) ($3,827) ($4,438) ($8,265)

EBITDA ($997) ($514) ($1,165) ($4,848) ($5,472) ($2,698) ($3,938) ($1,000) ($1,684) ($2,685)

Depreciation **  ($45) ($114) ($578) ($1,166) ($1,723) ($2,285) ($567) ($579) ($1,146)

Non-Cash Accrued Interest & BCF*** **  $0 $0 ($244) ($1,050) ($1,404) ($1,521) ($396) ($399) ($795)

Interest and Other Misc. Expense **  ($218) ($458) ($608) ($1,080) ($496) ($613) ($150) ($160) ($310)

Net Income ($1,181) ($777) ($1,736) ($6,279) ($8,768) ($6,322) ($8,358) ($2,076) ($2,769) ($4,845)

** Financial Reporting in 2008 had different expense categories that are not directly comparable.

*** For the convertible debt, interest is being accrued (not paid), as well as a non-cash expense is being recorded for the beneficial conversion feature of one note.
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2008 – 2015 Profit/Loss Statement for TechShop, Inc. (Corporate) 

 
 

 

2008 – 2015 Profit/Loss Statement for TechShop, Inc. (Mid Peninsula, CA store) 

 
 

TSMP moved to a new permanent home in Redwood City CA in Q1 2015, incurring additional transition 
and build-out expenses in the 1

st
 half of 2015. 

  

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $0 $0 $0 ($6) $380 $768 $435 $211 $166 $377

Cost of Sales $0 $0 $0 $0 $0 ($77) ($143) ($69) ($6) ($74)

Gross Margin $0 $0 $0 ($6) $380 $691 $292 $142 $161 $303

Operating Expenses

Salaries and Benefits **  ($283) ($543) ($1,767) ($2,163) ($1,253) ($1,565) ($426) ($509) ($936)

Professional & Consulting Services **  ($241) ($311) ($1,259) ($1,181) ($1,234) ($1,574) ($459) ($686) ($1,145)

Marketing and Sales **  ($17) ($22) ($101) ($663) ($167) ($317) ($61) ($78) ($140)

Facilities **  ($22) ($57) ($80) ($254) ($269) ($251) ($59) ($68) ($127)

Other Operating Expenses **  ($30) ($69) ($569) ($577) ($664) ($1,046) ($248) ($317) ($566)

Total Operating Expenses ($892) ($592) ($1,002) ($3,776) ($4,837) ($3,587) ($4,753) ($1,254) ($1,660) ($2,913)

EBITDA ($892) ($592) ($1,002) ($3,781) ($4,457) ($2,896) ($4,461) ($1,112) ($1,499) ($2,611)

Depreciation Expense **  $0 $0 ($33) ($70) ($82) ($87) ($24) ($24) ($49)

Intercompany License (Income) **  $0 $0 $0 $877 $345 $780 $169 $184 $354

Non-Cash Accrued Interest & BCF*** **  $0 $0 ($244) ($1,050) ($1,404) ($1,521) ($396) ($399) ($795)

Interest and Other Misc. Expense ($156) ($216) ($279) ($42) ($7) ($1,530) ($89) ($25) ($23) ($48)

Net Income ($1,048) ($809) ($1,282) ($4,100) ($4,708) ($5,567) ($5,377) ($1,388) ($1,761) ($3,149)

** Financial Reporting in 2008 had different expense categories that are not comparable.

*** For the convertible debt, interest is being accrued (not paid), as well as a non-cash expense is being recorded for the beneficial conversion feature of one note.

**** $737 thousand intercompany impairment loss in Q2 2013 and $690 intercompany RDU close related expense recognized in Q4 2013

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $409 $690 $1,092 $1,245 $1,381 $1,327 $1,376 $262 $327 $589

Cost of Sales ($75) ($31) ($49) ($139) ($277) ($201) ($143) ($21) ($51) ($72)

Gross Margin $334 $659 $1,043 $1,106 $1,105 $1,126 $1,234 $240 $277 $517

Operating Expenses

Salaries and Benefits **  ($235) ($308) ($402) ($517) ($489) ($514) ($135) ($143) ($279)

Professional & Consulting Services **  ($115) ($139) ($56) ($44) ($103) ($64) ($20) ($12) ($32)

Marketing and Sales **  ($4) ($24) ($25) ($8) ($18) ($16) ($4) ($3) ($7)

Facilities **  ($161) ($185) ($241) ($218) ($331) ($375) ($150) ($155) ($305)

Other Operating Expenses **  ($65) ($138) ($142) ($127) ($147) ($131) ($46) ($34) ($80)

Total Operating Expenses ($440) ($581) ($793) ($867) ($914) ($1,087) ($1,100) ($356) ($348) ($703)

EBITDA ($106) $78 $250 $239 $191 $40 $133 ($115) ($71) ($186)

Depreciation **  ($45) ($58) ($63) ($42) ($63) ($123) ($14) ($18) ($32)

Intercompany License Expense **  $0 $0 $0 ($19) ($71) ($69) ($13) ($16) ($29)

Interest and Other Misc. Expense **  ($2) $1 $16 $9 ($5) ($113) ($29) ($27) ($56)

Net Income ($133) $32 $193 $193 $139 ($99) ($172) ($171) ($132) ($303)

** Financial Reporting in 2008 had different expense categories that are not comparable.
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2008 – 2015 Profit/Loss Statement for TechShop, Inc. (San Francisco, CA store) 

 
 

2008 – 2015 Profit/Loss Statement for TechShop, Inc. (San Jose, CA store) 

 

 

 

2008 – 2015 Profit/Loss Statement for TechShop, Inc. (Detroit, MI store) 

 

 

  

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $18 $1,024 $1,897 $2,338 $2,396 $614 $609 $1,223

Cost of Sales ($8) ($146) ($299) ($324) ($291) ($87) ($86) ($173)

Gross Margin $10 $878 $1,598 $2,014 $2,105 $527 $523 $1,050

Operating Expenses

Salaries and Benefits ($69) ($511) ($660) ($746) ($808) ($222) ($222) ($444)

Professional & Consulting Services ($79) ($56) ($49) ($58) ($56) ($19) ($18) ($37)

Marketing and Sales ($64) ($36) ($54) ($16) ($5) ($4) ($7) ($10)

Facilities ($129) ($407) ($391) ($381) ($297) ($93) ($127) ($220)

Other Operating Expenses ($51) ($314) ($148) ($187) ($235) ($61) ($68) ($129)

Total Operating Expenses ($392) ($1,324) ($1,302) ($1,387) ($1,401) ($398) ($442) ($840)

EBITDA ($381) ($446) $297 $626 $704 $128 $81 $209

Depreciation ($56) ($256) ($382) ($336) ($329) ($88) ($95) ($182)

Intercompany License Expense $0 $0 ($23) ($114) ($120) ($31) ($30) ($61)

Interest and Other Misc. Expense ($180) ($344) ($149) ($121) ($120) ($26) ($24) ($50)

Net Income ($617) ($1,045) ($257) $55 $136 ($16) ($68) ($84)

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $0 $312 $1,157 $1,515 $1,689 $453 $427 $880

Cost of Sales $0 ($87) ($165) ($225) ($299) ($64) ($80) ($144)

Gross Margin $0 $224 $992 $1,290 $1,391 $390 $346 $736

Operating Expenses

Salaries and Benefits $0 ($265) ($474) ($513) ($542) ($153) ($171) ($324)

Professional & Consulting Services ($11) ($58) ($43) ($59) ($62) ($16) ($16) ($32)

Marketing and Sales ($2) ($106) ($9) ($21) ($32) ($11) ($7) ($18)

Facilities $0 ($206) ($274) ($296) ($321) ($76) ($90) ($166)

Other Operating Expenses ($13) ($156) ($130) ($152) ($212) ($48) ($39) ($87)

Total Operating Expenses ($26) ($791) ($930) ($1,041) ($1,169) ($303) ($323) ($626)

EBITDA ($26) ($567) $62 $249 $222 $87 $24 $110

Depreciation $0 ($195) ($302) ($299) ($293) ($73) ($74) ($147)

Intercompany License Expense $0 $0 ($18) ($75) ($84) ($23) ($21) ($44)

Interest and Other Misc. Expense ($0) ($237) ($216) ($189) ($190) ($43) ($41) ($84)

Net Income ($26) ($999) ($474) ($314) ($345) ($52) ($112) ($165)

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $0 $54 $1,013 $1,435 $1,272 $344 $362 $706

Cost of Sales $0 ($11) ($121) ($133) ($124) ($42) ($70) ($112)

Gross Margin $0 $43 $893 $1,303 $1,148 $302 $292 $594

Operating Expenses

Salaries and Benefits $0 ($112) ($440) ($438) ($540) ($153) ($193) ($346)

Professional & Consulting Services ($3) ($40) ($58) ($78) ($87) ($22) ($16) ($38)

Marketing and Sales ($2) ($40) ($102) ($25) ($28) ($4) ($6) ($10)

Facilities $0 ($42) ($191) ($176) ($143) ($48) ($58) ($106)

Other Operating Expenses $0 ($80) ($92) ($73) ($120) ($34) ($39) ($72)

Total Operating Expenses ($5) ($313) ($882) ($791) ($918) ($261) ($311) ($572)

EBITDA ($5) ($270) $11 $511 $230 $42 ($19) $23

Depreciation $0 ($26) ($271) ($267) ($265) ($60) ($62) ($122)

Intercompany License Expense $0 $0 ($11) ($71) ($64) ($17) ($18) ($35)

Interest and Other Misc. Expense $0 ($0) ($52) ($71) ($57) ($15) ($15) ($31)

Net Income ($5) ($296) ($324) $103 ($156) ($51) ($114) ($165)
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2008 – 2015 Profit/Loss Statement for TechShop, Inc. (Raleigh, NC store)  - Closed 

 

 

 
2008 – 2015 Profit/Loss Statement for TechShop, Inc. (Austin-Round Rock, TX store) 

 
 

 
2008 – 2015 Profit/Loss Statement for TechShop, Inc. (Pittsburgh, PA store) 

 
 

 

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $69 $388 $101 $0 $0

Cost of Sales ($12) ($72) ($22) $0 $0

Gross Margin $57 $316 $79 $0 $0

Operating Expenses

Salaries and Benefits ($35) ($324) ($106) $0 $0

Professional & Consulting Services ($5) ($106) ($78) $0 $0

Marketing and Sales ($4) ($39) $2 $0 $0

Facilities ($22) ($143) ($43) $0 $0

Other Operating Expenses ($7) ($52) ($24) $0 $0

Total Operating Expenses ($74) ($663) ($249) $0 $0

EBITDA ($17) ($348) ($170) $0 $0

Depreciation ($6) ($48) ($14) $0 $0

Intercompany License Expense $0 ($5) ($5) $0 $0

Interest and Other Misc. Expense ($2) ($665) $1,421 $0 $0

Net Income ($25) ($1,066) $1,232 $0 $0

** Store was acquired in late 2011, and closed 4/20/2013 due to poor performance.

*** $737 thousand intercompany impairment gain in Q2 2013 and $690 intercompany RDU close related gain recognized in Q4 2013

CLOSED

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $127 $1,090 $1,367 $309 $306 $615

Cost of Sales ($40) ($164) ($152) ($29) ($35) ($64)

Gross Margin $87 $926 $1,215 $281 $271 $551

Operating Expenses

Salaries and Benefits ($286) ($539) ($590) ($157) ($171) ($328)

Professional & Consulting Services ($117) ($48) ($48) ($13) ($12) ($25)

Marketing and Sales ($5) ($13) ($13) ($4) ($2) ($6)

Facilities ($128) ($472) ($501) ($127) ($124) ($251)

Other Operating Expenses ($99) ($113) ($122) ($36) ($33) ($68)

Total Operating Expenses ($635) ($1,185) ($1,274) ($336) ($342) ($678)

EBITDA ($548) ($259) ($59) ($56) ($71) ($127)

Depreciation ($52) ($346) ($355) ($89) ($90) ($180)

Intercompany License Expense ($300) ($9) ($68) ($15) ($15) ($31)

Interest and Other Misc. Expense ($0) $0 ($4) $0 $0 $0

Net Income ($899) ($613) ($487) ($161) ($176) ($337)

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $0 $1,084 $1,585 $379 $338 $717

Cost of Sales ($1) ($94) ($138) ($42) ($29) ($71)

Gross Margin ($1) $990 $1,447 $338 $309 $647

Operating Expenses

Salaries and Benefits ($19) ($537) ($579) ($142) ($172) ($313)

Professional & Consulting Services ($190) ($92) ($58) ($15) ($13) ($29)

Marketing and Sales ($5) ($12) ($14) ($2) ($8) ($10)

Facilities ($0) ($333) ($486) ($131) ($126) ($257)

Other Operating Expenses ($21) ($178) ($69) ($25) ($28) ($53)

Total Operating Expenses ($235) ($1,152) ($1,205) ($315) ($347) ($663)

EBITDA ($236) ($162) $241 $22 ($38) ($16)

Depreciation $0 ($297) ($375) ($94) ($96) ($190)

Intercompany License Expense ($250) $0 ($66) ($19) ($17) ($36)

Interest and Other Misc. Expense ($1) ($3) ($6) ($2) ($2) ($4)

Net Income ($486) ($461) ($206) ($93) ($153) ($246)
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2008 – 2015 Profit/Loss Statement for TechShop, Inc. (DC-Arlington, VA store) 

 

 
 

 

 

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $0 $94 $981 $275 $266 $541

Cost of Sales $0 ($29) ($182) ($39) ($44) ($83)

Gross Margin $0 $65 $799 $236 $222 $458

Operating Expenses

Salaries and Benefits $0 ($215) ($510) ($151) ($162) ($314)

Professional & Consulting Services ($9) ($27) ($63) ($13) ($13) ($26)

Marketing and Sales $0 ($16) ($12) ($2) ($3) ($5)

Facilities $0 ($40) ($47) ($9) ($16) ($25)

Other Operating Expenses $0 ($158) ($70) ($25) ($26) ($52)

Total Operating Expenses ($9) ($455) ($703) ($200) ($221) ($421)

EBITDA ($9) ($390) $96 $36 $1 $37

Depreciation $0 ($20) ($171) ($43) ($39) ($82)

Intercompany License Expense $0 $0 ($309) ($14) ($13) ($27)

Interest and Other Misc. Expense $0 ($0) ($3) ($2) ($2) ($4)

Net Income ($9) ($410) ($387) ($23) ($53) ($76)

($000s) 2008 2009 2010 2011 2012 2013 Total 2014 Q1 2015 Q2 2015 Total 2015

Revenue $0 $1 $907 $429 $421 $850

Cost of Sales $0 $0 ($183) ($57) ($69) ($126)

Gross Margin $0 $1 $723 $372 $353 $724

Operating Expenses

Salaries and Benefits ($7) ($23) ($608) ($138) ($148) ($286)

Professional & Consulting Services ($196) ($117) ($117) ($18) ($9) ($27)

Marketing and Sales ($6) $0 ($30) ($2) ($6) ($8)

Facilities ($0) ($0) ($400) ($158) ($154) ($312)

Other Operating Expenses ($25) ($12) ($322) ($30) ($31) ($61)

Total Operating Expenses ($233) ($153) ($1,477) ($346) ($348) ($694)

EBITDA ($233) ($152) ($754) $26 $4 $30

Depreciation $0 $0 ($286) ($81) ($82) ($163)

Intercompany License Expense ($250) $0 $0 $0 $0 $0

Interest and Other Misc. Expense $0 $0 ($29) ($7) ($22) ($29)

Net Income ($483) ($152) ($1,069) ($62) ($100) ($162)

** Store incurred services fees in 2012 and 2013 following the signing of the DARPA/VA contract, seeking a good location, some of which fell through.
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