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About Stirling Mercantile

Sectors

e Mid market financings

e Early-stage VC financings

e Mergers and acquisitions

e Valuations

e Public market advisory services

Agenda


http://www.stirlingmercantile.com/midmarketfinancings.htm
http://www.stirlingmercantile.com/earlystagefinancings.htm
http://www.stirlingmercantile.com/mergersandacquisitions.htm
http://www.stirlingmercantile.com/valuations.htm
http://www.stirlingmercantile.com/publicadvisory.htm

About Stirling Mercantile
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3 Stirling Mercantile Corporation - Microsoft Internet Explorer

Eile Edit Wew Favorites Tools Help

: Address |@ https ffwevewe, stirlingmercantile, com findex. html

STIRLING MERCANTILE

Home AboutUs Our Team Services News ContactUs

CQur Process Completed Transactions  Tech News and Links

Corporate Finance
Quality advisory services
Mare than just money

Welcome

The partners of Stirling Mercantile Corp have extensive
knowledge and contacts in the senior debt, growth capital and
equity markets and bring this experience to bear in assisting
growing companies with their financial plans and funding
reguirements.

We hope you find this site resourceful.

Sectors

Mid market financings
Mergers and acquisitions
Early-stage WC financings
Valuations

Public market advisory services

Stirling Mercantile Corporation

Recent News

Stirling client Celeres
Systems Inc. closes
seed round with first
investment by the
Venture Fund of BC
Advantage Funds

A

Stirling raizses £3.4
millien of debt and
equity for Uniserve
Communications
Corporation's expansion
plans

Stirling client
GaleForce Solutions Inc.
receives $2.8 million
first round equity
financing from Wentures
West and Yaletown

Ventures, |

Copyright 1998 - 2005, Stirling Mercantile Corporation. All rights reserved

® Internet




VC Activity

Industry Disbursements Rise Sharply in Q2

Dollars Invested and Companies Financed
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BC Seed Financings

In 2003, Thomson Macdonald reported no seed
financings in BC”

In 2004, $8m was invested into 5 companies
plus $10m into 1°

Since early 2004 there have been at least 5
companies funded by common share seed deals

*
Source: Thomson Macdonald and Associates


http://www.canadavc.com/info.aspx?page=stats

Financings Can Be Smaller

It generally takes less money to launch
companies today than it did 5 years ago,
so financings can be smaller to get
companies to scale

e Easier for competitors to start up too, so
the VCs and the companies must move

faster



Business Models

Tech platform

Philosophy

GoTo Market
Philosophy

Critical Mass

Customer acquisition

Milestone for VC
Funding

$ used for

First Round Funding
Second Round Funding

Web 1999/2000

Unproven

Sun, Oracle, EMC= Big $$$

Closed

If you build it, they will come

10m users

Spend $$$, advertising

No users, great idea

Building product, marketing $
to acquire users

VC - $5-10m

VC - $10 - 20m

Web 2005

Proven

LAMP, open source, Intel,
clusters, JBOD

Open, APIs and data sharing

Release early and release
often, get traction

200m users

Channel partners and viral
marketing

Lots of users and rich
interaction

Scaling back end, adding
more features/functionality

Angels - $0.1 - 2m

VC - $5m or trade sale



Google

Local Deskiop more »

Froogle
SAdvsnced Sesrch

Web Images Groups Mews

“Web 2.0”
l Google Search

Freferenoes

| Langusges Tools

|| I'm Feeling Lucky

Advertising Programs - Business Solutions - About Google - Go to Google Canada

Make Google Your Homepage!

22005 Google
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Web |Images Groups [Mews Froogle Local Desktop  more »

Frefersnces

Google b=z

A d ~d Sear
| [ Search ] SovEnoed Searen

Web Fesults 1 - 100 of about 236,000,000 for web 2.0 {0.16 seconds)

1.459 results stored on your computer - Hide - About

o alarm-clock - has built a Web application that generates a Web 2.0 - Oct 31
alarm-clock: December 200.. - height profile of 2.2mm and efficiencies - Oct 31

MNews results for web 2.0 - View today's top stories
‘-1:::33-\ Microsoft Meeds to Say Mo to Web 2.0 - elfeek - 18 hours ago
% Web 2.0 Humor - ZDMet - 31 Oct 2005
Should Flickr (And Lots of Other Web 2.0 Sites) Pay You? - Business\Week - 27 Oct 2005

Web 2.0 Conference 2005
Web 2.0 Conference produced by Medialive and O'Reilly: a conference on innovation in the
internet economy. The Web application server has emerged as a ...
www webZcon.com/ - 37k - Cached - Similar pages
Web 2 0 Conference - Speakers - Why Attend - Hotel and Travel
Mare results from www.web2con.com »

www_orelllynet.com/pub/alorelllyitim/inews/2005/09/ ..
Similar pages

www_orelllvnet. com/pub/aloreillytim/news/2005/09/
Similar pages
[ More results from www

oreillynet.com ]

My Web 2.0 BETA

Agenda

Sponsored Links

Web 2.0 ldentity
Web-2-0.com
could be yours!
wrw Web-2-0.com

Build Web 2.0 Today

Learn to use the open source Laszlo
Platform. SF or Boston. Signup now
www.laszlosystems.com

AJAX Supported CMS

A Web CMS for all vour AJAX needs
RSS. AJAX, SEO, search, membership
www Ektron.com

Web 2.0 Springboard
Try the latest in sticky
Web 2.0 technology
protopage.com

Raincity Studios Web 2.0
Want to build an online community?
ASP us what Drupal can do for you.
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The Funding Chasm

IP Roadmap Funding

Roadmap
V.2 Series B
V.1

Beta / Series A

> |\
S (@

9
D (2

Design

—_— F.F&E

Funding Chasm
Year 1 2 3 4 5

Beta Early Crossing Mainstream
Agenda Customers Adopters  the Chasm Growth



Terms Comparison

Preferred shares Common shares

Liquidation preference Usually none. Occasionally
ROI minimum of 2x

Conversion to commons for | Conversion to same class as
sale or IPO others (prefs) in future
financings




Terms Comparison

Retraction and redemption | Usually none

Comprehensive shareholder | Drag-along provision
agreement

Control of fundamental Board representation
changes




Similar Terms

Anti-dilution and price Anti-dilution and price
protection protection

Board representation Usually board representation
ESOP and Vesting ESOP and Vesting

Right to participate in future |Right to participate in future
financings and RoFR financings and RoFR




Closing and Timing

Typical Series A Terms

New Seed Terms

$40,000 legals

$10,000 legals

Typically 6 months to close

Typically 2 months to close




Summary

Momentum is shifting back to early stage
activity

The market has changed

Deal terms are changing with the market

Early stage deals are back, which provides
a stimulus and supply for all stages of
financings



Thank you

A copy of this presentation is available at:

www.stirlingmercantile.com/speakers.htm


http://www.stirlingmercantile.com/speakers.htm
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