EXECUTIVE SUMMARY
The outstanding student loan debt in the United States has reached a staggering $1.2
trillion, surpassing both auto loans and credit card debt.1 Two-thirds of college students take out
student loans to pay for the rising costs of earning a degree, and most of them spend several
years paying off the debt. Most of these loans are obtained through the federal government and
banks, like Sallie Mae. The average student has $30,000 in outstanding student loan debt when
they graduate and interest rates are projected to rise in the coming years.2 Exorbitant college
tuitions factored in with increasing interest rates negatively impact students who enter the
workforce after graduation, diminishing and delaying their savings and investment opportunities.

Aluminati recognizes the need for refinancing student loans so that borrowers are not
burdened with such crippling debt. We see an opportunity for college alumni to connect with
recent graduates by helping provide refinancing on their existing student loans, while earning
these same alumni a competitive return on their investment. Our goal is to provide a platform
connecting these recent graduates who are in need of refinancing to alumni who are in the
position to help provide funding. Our initial target is graduates of master of business
administration (MBA) programs at 10 schools with strong alumni communities.

THE PROBLEM
Between 2001 and 2011, college enrollment increased from 15.9 million to 21.0 million, a
32% increase.3 With average starting salaries for college graduates at least 50% higher than their
working peers, it is no surprise that a significant number of those pursuing a college education
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do so for the higher lifetime earning potential. However, the opportunity for higher future earnings
comes at a significant price. College tuition is expensive and growing at a substantially higher
rate than the rate of household incomes.4

The 37 million borrowers who have current outstanding student debt represent over $1
trillion in total student loan debt, an amount that has grown 58% in the past 7 years.5 For a
variety of reasons, many graduates are having a difficult time paying back these loans. Wages for
recent graduates have decreased 5.4% between 2001 and 2011,6 and many graduates struggle
to find a job in the field of their course of study. Approximately 14% (5.4 million) of borrowers
have at least one past due student loan account, with two of every five borrowers becoming
delinquent at some point in the first five years of repayment (see Exhibit 1).7
Faced with massive amounts of student debt, borrowers’ incomes are restricted to the
repayment of student debt rather than investing these dollars or using this income for
discretionary spending. From a macroeconomic perspective, decreased discretionary spending
negatively affects the economy and decreases the amount of goods purchased by consumers.
This downward pressure on the economy hurts the prospects for college graduates to find a
suitable job, especially as companies restrict hiring during periods of recession. There is little
reason to expect change in this space in the near future, as schools continue to raise tuition
costs and higher paying jobs continue to be restricted to individuals who possess an
undergraduate or graduate degree.
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ALUMINATI
Aluminati’s student loan consolidation service will facilitate lending between college
alumni and students. This lending model between “peers” benefits the students (borrowers), who
will pay lower interest rates than traditional bank or government loans, and the alumni (lenders),
who will earn a competitive return on their investment.
Emphasis on university affiliation creates a more personalized lending experience,
allowing alumni to feel that they are giving back to their alma mater by assisting student
borrowers with their loan payback efforts. The Aluminati website will facilitate the peer-to-peer
lending service by posting when a loan requires funding and grouping interested lenders in order
to match the amounts required.
Students will utilize the Aluminati service after graduating from Aluminati-approved
programs in order to refinance their outstanding federal or private student loan debt. Aluminati
will target degrees and schools whose graduates have high rates of employment and high
salaries. While average delinquency and default rates for student loans are typically high, we are
seeking to loan to exceptional students who graduate from programs and universities that have
historically lower default rates.8 We will also restrict lending by university affiliation to minimize
default risk, since students will be less likely to default when they share this common
characteristic with their lenders.
Aluminati will set the interest rates for the loans, and the lenders will be able to decide
how much they are willing to fund. The minimum investment for alumni lenders will be set at
$1,000. An origination fee of 2% will be paid to Aluminati, based on the total amount refinanced
by the student borrower, and will be added to the balance of the loan. Aluminati will earn the
difference between the set interest rate charged to the student borrower and the amount of
interest paid to the alumni lenders (the spread).
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MARKET VALIDATION
The Student Borrower Market
Upon graduation, the average student borrower has $30,000 in outstanding student loan
debt. Repayment is difficult for many, as average wages for new graduates have fallen and
delinquencies have increased.
At launch, Aluminati will offer refinance options to target MBA graduates from select
schools. With their high post-graduation salaries, MBA graduates are much less likely to default
than their peers. For example, students attending Dartmouth's Tuck School have a default rate
between 0.4% and 1.7%, as compared to 16.1% for the overall student borrower population. The
likelihood of a quick payback and low default rate make these borrowers worthy of investment.9

The Alumni Lender Market
Those who are currently looking to invest money in short-term savings accounts or CDs
are receiving historically low interest rates. The most popular non-stock market and nonretirement account savings options all earn less than 1.75% annual percentage rate (APR).10 With
these options providing low rates of return, our offering should be compelling, particularly when
supported by our marketing strategy that encourages school affinity in the lending process.

Methodology
In order to provide initial information on the market for Aluminati, we distributed an online
survey, which was completed by 178 non-duplicated respondents. After collecting basic
demographic information, we asked a series of questions that helped assess market potential
and used conditional logic to sort the respondents by highest potential (see Exhibit 2).
Our initially targeted 10 schools have 2,110 MBA students enrolled. Based on our market
research survey, we expect that approximately 45% of the MBA student borrowers will have
interest in the Aluminati service. We project to issue 250 loans in our first year of operation,
which will require us to acquire approximately 2,500 alumni lenders to fund these loans. Based
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on our market research we expect approximately 180,000 of the 4 million living alumni for these
10 schools to be future candidates for Aluminati.

COMPETITIVE ANALYSIS
Aluminati faces competition from both sides of our two-sided market: sources of
borrowing for college students, and current methods of lending or investing for lenders.

Student Aid
Many college students obtain financial aid from the US Federal Government in the form
of grants and loans. Federal Direct Loans have interest rates ranging from 3.86% to 6.41%.11 The
amounts awarded are generally determined by the cost of tuition, and there can be requirements
to demonstrate financial need or credit history, depending on the type of loan. Students are also
able to obtain loans from private organizations and banks ranging from 2.25% to 15.74%.12
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Traditional Banking
Our goal is for the alumni lenders to utilize our platform as a substitute for their
intermediate term cash needs, such as CDs, which range from three to five years in term. Our
main competition for alumni lenders are traditional banks and credit unions, which offer a variety
of high-yield savings accounts and CDs (see Exhibit 3). With an interest rate of 3.5% APR, we
offer a higher return than our competition, which would be commensurate with the additional risk
of potential student borrower defaults.

Peer-to-Peer Lending Platforms
While Lending Club and Prosper together control 98% of the peer-to-peer lending market
in the United States,13 our direct competitors are CommonBond and SoFi.

BUSINESS MODEL
Aluminati is a technology-enabled service facilitating the efficient transfer of capital from
lenders to borrowers. Aluminati offers competitive rates for both sides of the market, allowing
student borrowers to refinance their loans at a better rate and alumni lenders to receive returns
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higher than their savings accounts and CDs. Unlike our competitors, which require investors to
be accredited, Aluminati will be open to any lender who is willing to invest a minimum of $1,000.
Our service will be provided through a website which will interact with three main parties:
student borrowers, alumni lenders, and a third-party banking service. Student borrowers
complete their application information, wait for a response, and, if approved, obtain and service
their loans through the site. Alumni lenders will initiate and monitor their investments through the
website. The third-party banking service will facilitate the necessary promissory note
documentation between our approved lender and student groups.
Aluminati’s marketing will be targeted at high-potential users and leverage the alumni
culture of the alma mater. Our marketing budget includes both online and traditional marketing.
We project the cost to acquire each student borrower and lender to be $173 in Year One. For
each loan issued, Aluminati is projected to earn $11,000 over the life of the loan, or
approximately $1,000 per student or lender involved with the loan.

Page 7 of 14

MARKETING
Aluminati has chosen to target 10 accredited MBA schools from across the US. These
schools exhibit a high rate of employment-seeking graduates, high post-graduation salaries, and
a strong alumni base. Emphasis on university affiliation creates a personalized experience,
allowing alumni to support their alma mater by assisting students in refinancing their loans.
Aluminati will rely on a website as the primary tool to acquire customers. The primary
goal of our marketing plan is to increase website visits in order to drive subsequent sales. Online
inbound content marketing will be supported with more traditional marketing efforts, including
visits to each of the 10 schools to meet with alumni organizations, student groups, and financial
aid officers, as well as engaging with alumni through print and online advertising.
Based on our projections, the cost per customer (student or lender) acquisition is $173 in
Year One. We anticipate the need for approximately 10 lenders to finance each loan to a
borrower. As such, we anticipate spending 10 times more on marketing to the lenders, who we
believe to be the more challenging side of the market to capture. With a first year marketing
budget of $476,000, this accomplishes our Year One goal of originating 250 loans.

OPERATIONS
Aluminati.com
Aluminati lenders and borrowers will apply for and manage their accounts through a
website, Aluminati.com. A website provides a cost-effective way to scale the application process,
and allows for the network effects and marketing advantages of integrating with social media
and other virtual communities or networks. Atomic Axis quoted f $120,000 for the initial design
and development of a mobile-optimized website. Additional maintenance will be $150 per hour,
and we estimate we will need approximately 10 hours of weekly maintenance per year. Website
hosting fees are estimated to be $2,000 per year.
All background checks, credit checks, and financial services will be outsourced to third
parties. The cost of the background and credit checks are estimated to be $25 to $50 each, per
applicant. Aluminati will continue to evaluate “buy, build, or partner” as it continues to scale and
aim for higher margins and revenues.
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Loan Issuance
At launch, Aluminati’s competitive differentiation from other peer-to-peer lenders
targeting the student loan market is that we are more accessible to alumni lenders. For example,
in order to invest with SoFi, alumni are required to be accredited investors.14
In order to access a larger potential market of target alumni lenders, Aluminati will partner
with a bank to issue promissory notes that do not require lenders to be accredited investors.
Aluminati will screen and service the loans, while our partner bank will manage the money
coming in from the alumni lenders and disperse funds to the borrowers. The estimated costs for
bank outsourcing are $200,000 fixed for the initial set-up and a portion of our origination fees
(1%) ongoing. The estimate for the bank outsourcing costs was obtained from a direct interview
with Matthew Sechrest, who was a Vice President at ArrowPath Venture Partners.
Each state has their own set of unique lending guidelines and usury thresholds that pose
significant challenges to our promissory note model. However, we plan to partner with a statechartered Utah industrial bank, which offers increased flexibility to companies that are not
permitted to, or that choose not to, become subject to the limitations of the Bank Holding
Company Act or the Glass Steagall Act.15
Securitization of the loans and creating a secondary market in order to provide our alumni
lenders liquidity is an option that Aluminati will continue to research for future business growth.
However, at this time the ambiguous regulations of the peer-to-peer lending space and
significant legal costs associated with the related Securities and Exchange Commission filings
are prohibitive to our business launch.

FINANCIAL MODEL
In order to finance the launch of Aluminati, we are asking investors for $750,000 in
exchange for 48% ownership of the company and have forecasted our financials based on a
100% equity model (see Exhibit 4).
The primary driver of our revenue is the number of loans issued, with an average loan
amount of $50,000. We anticipate issuing 250 loans in the first year of operations. This is
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consistent with issuing loans to 4.74% of students within our initial target of 10 MBA school
programs. When estimating our newly issued loan growth in subsequent years, we have factored
in additional schools to increase our overall target market. Aluminati income consists of the 2%
spread between the interest rate offered to student borrowers (5.5% APR) and the rate given to
alumni borrowers (3.5% APR), an origination fee of 2% charged to student borrowers, and a 0.5%
service fee charged to the alumni lenders on their monthly payments. Forecasted assumptions
are based on a five-year loan term for both the student borrowers and alumni lenders.
The primary expenses at launch are the initial website development ($120,000) and initial
bank outsourcing ($200,000) costs. In order to make our target market aware of the Aluminati
service, we included an additional $250,000 of marketing costs in Year One, with an additional
50% of Year One income dedicated to sales and marketing. In Years 2-5 we project our sales and
marketing costs to be in line with the standard service business model of 35% of income.

FUTURE GROWTH AND EXIT
Aluminati will continue to evaluate additional schools and degree programs to add to the
lending program. Criteria will include degrees that are in fast-growing fields with high-paying
salaries from schools with a strong alumni culture. Potentially, Aluminati may consider degrees
in finance, healthcare, computer sciences, and engineering from accredited, top tier colleges.
Salary and career trends are changing year to year, so the evaluation process will be ongoing.
In five to seven years, Aluminati anticipates to exit with a merger or acquisition. Aluminati
could be a potential acquisition target for banks that invest in private student loan consolidation,
such as Wells Fargo, or larger competitors looking to expand their client base, such as SoFi or
CommonBond. By using a discount rate of 30% and a conservative EBITDA forward multiplier of
12.0 (which is comparable with the financial services industry16), we calculate the present value
of Aluminati to be $1.57M (see Exhibit 5). At Year Five, we project Aluminati to be valued at
$6,186,390 (or $2,954,166 for the 48% equity investors ownership interest). The growth from the
initial investment of $750,000 to $2.9 million over five years results in a 41% return-oninvestment (ROI) realized by the equity investors.
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