Getting it Funded
Ian Ritchie, Coppertop
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Board member: NVT, SBIT, SIE, Connect.

Advisory Board: Pentech VC.

Director, Scottish Enterprise, 1999-2005
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Venture Capital in USA
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Why VC is interested
in high

tech?

Potential to create enormous value
but need to understand the ‘Chasm’
(Geoffrey Moore, Crossing the Chasm, 1991)
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...increasingly acquire technology by
licensing, distribution, and acquisition



Crossing the Chasm
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Crossing the Chasm

Innovators
need to be f

1rst



Crossing the Chasm

.'Early Adopters
looking for breakthr
not price sensitive
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Crossing the Chasm

- want
- risk-averse
-long-term thinkers
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Crossing the Chasm




Crossing the Chasm

' Lagg@ds

the “sceptics’
anti high-tech
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Crossing the Chasm
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Crossing the Chasm
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Crossing the Chasm
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Technology enthusms(

‘Leading-edge’ value sys
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Crossing the Chasm

‘Real’ market

The “Early
Adopter’ market
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Crossing the Chasm

Longe
Market developm
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Development (risk) capital

trav R, trade shows, presence
Productisation phase (paid partly by
customers - if you're lucky!)

Then the EXIT

Trade sale or IPO
at 5x return or better




Angel inyestor

Help raise the venture capital funding

Non-executive director, help company with
strategic decisions and growth



Angel and VC

slow, consort
slowest) |
45

due diligence, dep;ndencies, warranties
complex deals (prefs, loan stocks etc)
large amounts & ability to follow
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Venture Capitalists - 2000
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Venture Capitalists - 2000

(WALLY, WE'RE VENTURE
CAPTTALISTS. WE WANT
TO INVEST IN YOUR

WEB-BASED BUSINESS.
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| BUSINESS. T'M JUST
AN ENGINEER (WITH

A COOL PONYTATIL.
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Bust... then boom again

Funds Raised by BVCA Member Firms




The arithmetic of
Ventur Ca vital

you need to _
(this means an outrageausly good return)

and a need for an EXIT!



The arithmetic of
Venturi_ Ca 3 1tal

1 will do" ‘aking a good return
1 will do very well - making out like

bandits
Target to return over 50% pa



UK Investment Activity by Stage
2005 (2004)

-

e MBO/MBI
£4 480m (£4,098m) in 308 cos. (267)



Returns seem generally ok...

Total Private Equity Return — Since Inception
(to December 1998-2005)

1999 2000 2001

BVCA CapitalDynamics &> PRICEAATERHOUSE(COPERS (3



...put Technology 1s not

5

Since Inception Performance by Subcategory
to December 2005

CapitalDynamics €y



... and Early Stage stinks!

Since Inception Performance of
1996-2001 Funds to December 2005
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Info glut seems to be
an attractve market

Mountams of |
can’t act on 1t wi

Bill Gates, May 17 2006



Lots & lots of start-up info

management companies

resco
tion Berkshire, U.K.

L :http://www.blinkx.com/
unded 2004

ion Paris, France
WWw.cartesis.com

Scytl Secure E!
Location Barcelona, Spain
RL www.scytl.com

~ Clear2Pay
~ Location Brussels, Belgium
URL www.clear2pay.com

oy ded 2001
 Founded 2001 e
L ad ‘SeeWhy Software
Exalea X 4
§ 3 Location Berkshire, U.K.
Location Paris, France URL www.seewhy.com
URL www.exalead.com Founded 2003
Founded 2000
Globof Tridion
obororce Location Amsterdam, The Netherlands
Location Dublin, Ireland URL www.tridion.com
URL www.globoforce.com Founded 1998
Founded 1999

elc¥.


http://www.alfresco.com/
http://www.blinkx.com/
http://www.cartesis.com/
http://www.clear2pay.com/
http://www.exalead.com/
http://www.globoforce.com/
http://www.gteko.com/
http://www.openbc.com/
http://www.reportive.com/
http://www.scytl.com/
http://www.seewhy.com/
http://www.tridion.com/

Lots and lots of
information management

E
R

‘development
vation support’
uts & start-ups

Government'
encouraging S

Major corporatidns already on the case

IBM, Microsoft, Google, Altavista,
Ask.com, Convera, Autonomy etc...



So prospects for funding
are relatlv_ely poor

solutions in this sector
and

Early-stage technology has historically been
a relatively poor investment



It you still' want to go forit...




What is a Business Plan for?

G1ve 1nd1a . ancials showing that
plans are reali |
But nobody really expects the Plan to

match the actual performance of the
company



Business Plan warning signs

technology . |
and there’s lots re to be done

It’s such good stuff that somebody is bound to
buy some of it and we will make profits

Oh, and here’s some figures our accountant
did for us

(3yrs P&L,BS,CF, breaks even in month 20)



Business Plan Should-be’s

r‘ _ The gro _..-;:j'
~ public/be acqui /

We’ve got/can get lots of
technical/managerial/marketing experience



Presentation'is important

High quahty,
presentatior y
Empha

all the

et predictions
Reinforced with high-quality presentatlon

Leave-behind materials (slides, video, demo...)

reviews, report _



Secrets of Success

(if you need to get help to formulate and
present them professionally)

Put together a great team



John Doerr - KPCB

Better Plans are shorter ones
the SUN Plan was 3 pages - Intel was 1 page!



What to putin the Plan

Appendices: CVs, Historic Accounts, Product
& Technical details, Market Research info



Where to start?

. =

te 18 | e
s best you

Ask a friend/Ask Audience/50:50



What’s to be done

n -based hlgh-tech fund";:
Major US fu 1agers with UK offices (but
need to have US presence)

Corporate Venturing
Build a company ideal for acquisition
Spot a corporate innovation need and

supply it



Summary

o —and an exit
Presentation

A ’
I

Business Plan, T
selling the dream

“Can you afford to get into trouble with
these folks for the next 5 years”



We all have to start
SIS

Bill Hewlett’s
Garage
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