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Venture Capital - Overview (@ > —
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m Venture Capital is an Investment Business
» Who is the VC's customer?

m Goal: Generate risk-adjusted returns

m Success factors
» The right asset, in the right hands, at the right time
» Create an environment where everybody has the right incentives and adequate resources to succeed
» Focus on upside is the best downside protection
» Put your money where your mouth is
» EXit is as important as investment, maybe even more so
m Tools to maximise value and manage risk
» Portfolio Approach
» Equity Investment in stages
» Money is the lever, with which change is achieved
» Value-Added support (Know-how, industry expertise, network etc.)
» Do whatever is needed...

m Process: Invest in potential — create & enhance value — realise value

Source: GCP ]
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VC model: VALUE - create & realise it Dot e
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Impact of Equity Investor on Company Value

(IIIustrative) Internal sources of value

Company m Earnings & revenue growth (organic and
value through acquisitions)
A = Multiple expansion (e.g. management &

profitability improvement)
m De-leveraging
m Company positioning & strategy
m Etc.

External sources of value
m Market dynamics
= Market appreciation in exit situation

m Etc.

(hands-on) financial investors directly

and indirectly influence all of these

Buy Add value Sell
(low) (loads) (high)

Source: GCP ]
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Some useful concepts

m It's all about Value

» Overall value

» Value capture

» Value measurement, quantification, performance indicators...
m Risk-Return Dichotomy

m Competitive vs. collaborative (zero-sum vs. positive-sum games)

In a VC's head

m \When assessing opportunities, VCs focus on three main issues:
» How big is the opportunity?
» The right people & structure to succeed?
» What tangible evidence of the above?
Most other issues & details can be derived logically...
m But!
» Not every good research project/invention becomes a good business idea,
» Not every good business idea becomes a good company,
» Not every good company becomes a good VC deal

Usual attrition rate: 95-98%!!!
m Mind the Portfolio Approach and opportunity cost

Source: GCP ]
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Hypotheses VC/PE v. Non-VC/PE GPom v
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m Hypotheses for VC/PE financed companies
(compared to non-VC/PE financed)

» More capital for Innovation and R&D
» More patents and property rights

» Faster and strong Internationalisation
» More capital for acquisitions

» Broader product basis

» Better marketing

» More aggressive sales
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Internationalisation — Born Global and Traditionals €Pmms capict parivers

VENTURE
CAPITAL
Model
PRIVATE
EQUITY
&
MEZZANINE
Model
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Traditional Internationalisation

Degree of Internationalisation

Source: Dr. Oliver Grabherr, In: Wachstumsmanagement fur Mittel- und Kleinbetriebe, Kailer/Pernsteiner (Hrsg.)
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% VC/PE Investment as Percent of GDP (2005)
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Market Opportunity Unmet Demand:
Catch-up potential of GCP regions:

m Threefold increase on EU average

m Tenfold to most mature markets in EU
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Underserved markets: Enormous catch-up potential

Source: CEE Statistics 2005 — An EVCA Special paper — Nov 2006
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Austrian VC/PE - Formula 10 x 10 =2
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Fundraising (2005) Investment (2005) Assets under Management

m Europe: €59.543 m
» 450 m inhabitants

m Austria; €217 m
» 8 m inhabitants

m Europe: €38.521 m in 9.061
Investments

» 0,36% of GDP (2004)

m Austria: €143 min 217
Investments

» 0,06% of GDP (2004)

a3

m Estimated $360 bn in EU
PE/VC

» +17% p.a. 2004-2009

m MarketCap of Top six EU
Stock Exchanges*: $11,4
trillion

m MarketCap of Vienna Stock
Exchange: €125 bn

a3

a3

According to all benchmarks Austria PE/Vc industry should be bigger by a factor of 10!

* Top six exchanges by trading volume: LSE, Euronext, Deutsche Borse, BME (Spain), SWX, Borsa lItaliana — figures end of April 2006

Source: AVCO, Celent Securities, EVCA, gcp Analysie, World Federation of Exchanges, Austrian National Bank
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Three strikes and you are out !

B Immediate Drop-Out
B Management
B Business model
B Sector
H Stage
W Capital requirement

® Close View
B Negotiation
B Competition
B Due Diligence

@ m) Investment
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GCP’s procedure — how do we advance?

3-7 7-10

10 -12 13-15

>

Weeks

Transparent procedure
Detailed and qualified LOI
Contract Pre-syndication

Execution e Leverage
1 Realisation of capital Public money
| of Letter of

Report ' Intent (LOI)
Prospects
Business Risks
Financial Planning
Legal

We strive for an
transparent process

Business

Plans Agreement
re structure,

Analyses of

Business plans cha_racter and
Scenario period of
analysis investment
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Some General Tips

m As often in life, it's useful to put yourself in the other‘s position...

m Nobody reads business plans (the plan is nothing, planning is everything)
m K.I.S.S.: What's well understood can be communicated clearly

m Make information relevant, put it into context, answer the SFW...
» E.g. technology is worthless, unless commercially relevant, i.e. shown to generate cash at some time...

The Ten Slides Questions to be addressed

m Problem m What is the need that you address, how big, significant, urgent?
m Your solution m How do your address this need? What value has this for the user
m Business model m How do you make money from this value?

m Underlying magic/technology = What's the great secret behind it, why is it unique?

m Marketing and sales m How are you going to let people know about it, how will you sell it
m Competition m Who else is in the game? Substitutes? Industry food chain?

m Team m Who will implement the plan? Advisors?

m Projections and milestones m Where do you want to go, how is progress measured?

m Status and timeline m Where are you now and what’'s next?

m Summary and call to action m Next steps...

Source: GCP, Guy Kawasaki, the 10-20-30 rule of powerpoint )
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Contact

Thank you for your attention!!!

Dr. Oliver Grabherr

CEE Office

gcp gamma capital partners
consulting s.r.o.

Main Office

gcp gamma capital partners
Beratungs- & Beteiligungs AG

German & Swiss Office

gcp gamma capital
Deutschland Beratungs GmbH

Businesspark Lindenberg

Lauenbuhlstrasse 59

D-88161 Lindenberg
GERMANY

T: +49-(0)8381- 8077-71 or -72
F: +49-(0)8381- 8077-73

Reisnerstrasse 40/3
A-1030 Vienna

AUSTRIA

T: +43-(0)1- 513 1072-100
F: +43-(0)1- 513 1072-200

www.gamma-capital.com

office@gamma-capital.com

Za&mocka 22

SK-811 01 Bratislava
SLOVAK REPUBLIC

T: +421-(0)2-541 313 78
F: +43-(0)1- 513 1072-200
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