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Investing in the future of British Columbia =
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Llgrs Caglial Coro.

= |nvest in promising emerging life science and technology
companies in British Columbia

= Founded and managed by:

> Dr. Don RIix, > Frank Holler,
Chairman CEO & Partner

» Jim Heppell, » David Raffa,
Pres. & Partner COO & Partner

» Tanner Philp,
CFO & Partner




BC Acdvariiace Furicls

= 28 portfolio companies
= Tanner Philp:
= CFO and Partner
* Funding, Corporate Finance and Advisory EXp.

= Been on both sides of the table




Agott siirlirie) Mercariille

= Mergers and acquisitions
» Valuations and fairness opinions

= Public market advisory services



Agott siirlirie) Mercariille
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Stirling Mercantile Corporation - Microsoft Internet Explorer
Tools  Help  Address | &) http:/fs

Fle Edit

View Favorites tirlingmercantie.com/findex. html A

STIRLING MERCANTILE

About Us  Our Team

Home Services News ContactUs

Our Process mpleted Trans

Corporate Finance
Quality advisory services

: Stirling Mercantile Corporation
More than just money

Welcome Recent News

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

/ SR venture Fund of BC
requirements. = o
q Advantage Funds

L.
More...

We hope you find this site resourceful.

Stirling raises $3.4
million of debt and
equity for Uniserve
Communications
Corporation's expansion
plans

e...

Sectors

Mid market financings

Mergers and acquisitions

Early-stage WC financings Stirling client

& )
e GaleForce Solutions Inc.
Valuations i receives $2.8 r_n||||cn
i first round equity

financing from Ventures
West and Yaletown
Ventures., More...

Public market advisory services

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

® Internet




Overviaw — Dizlirie for Dollzrs.

= |nvestment Criteria
= |nvestment Structure & Terms
* Red Lights & Green Lights




Flrleirielric] Sireiiec)y

und to milestones
= Leave a cushion
= 4 — 9 months to complete a financing

= Don’t worry too much about dilution

= Expertise Required — Unlikely to Succeed Otherwise




Wrat (ou Neecd To Do - Sealas Aggroacr

= Contact Targets

= Complete Due Diligence
= Negotiate Terms

= Close Investment

» RED LIGHT: the process can easily break down at each
step




Solrcas of FElrlariclnc

= Grants — governments and government supported
agencies

= Revenue — be careful with ‘consulting’ though, can
be too distracting




Aricjel Invesiors

Tend to invest in what they know

Less powder; issue for multiple rounds

Faster moving

Tend to invest early

Don’t overlook Friends & Family

=  Some of the above Is true and some is not




Vearilre Cagltallsis

= Participate through multiple rounds

= Slower to move

» Tend to invest later than Angels
= Some of the above is true and some is not
» OTHER: yourself, banks




Uriclersiaricliric) Venilre Cagliallsis

= Fees - 20% performance fee; performance hurdle
» Fiduciary Responsibility & Personal Motivation

= Maximize returns to shareholders

» QUERY: are VC’s aligned with management?

= Motivated Solely by return on investment




Dacisior Vzudnc

» VC - lead contact, partner, investment
committee, multiple decision points

= DO: understand the process up front

= DO: know where you are at all times




Wriar vou grlrie) Ir) |ty [fvesiors

= Capital to accelerate development
= Access to broader network

» Added business insight




Teircgilric) Inveasiors

= Industry, term preferences, structures etc.

Look at portfolios on websites (VC’s) and CV’s (Angels)

Learn who'’s who from your lawyer, an entrepreneur, an agent
and www.cvca.ca

Find the right person at each firm — based on their
background and portfolio

= GOAL: maximize chance of funding and minimize

- resources expended




Cortactiric) lnvesiors

= GOAL: get an introduction
= Recommended Process:
= Contact & submit package
» Follow up with email or phone call
= GOAL.: get a coffee meeting and then a presentation

= Lever your contacts to understand where you are in the queue —
DON'T: fight the queue




Corltactinie Invesiors — First Si2os

— not the technology

= Ask about his/her portfolio and deals s/he would like to do
and why

* Follow-up

= Write back a thank you note the same day - 2am is better
than the next day

= Answer all questions you couldn’t earlier and ask a few of
your own

= Suggest another meeting and primary topic




E(SCLTIE SUELY

= Use grade 8 English, and test it

= Ask yourself if each paragraph helps to explain why this company
has value

= Avoid Saying ...
= Qur projections are conservative
= We have no competition
= We have a first mover advantage
= We only need to capture x% of the market share




Prasearitailor Eilc|Laiie

= Cover Product, Market, Management etc.
» |nteractive discussion
= GOAL: get the investor to initiate due diligence
= DON'T: bring your entire team
= DON'T: focus too much on the technology

= DO: confirm that questions have been answered




Dtig Dilicjarice

= [P review
= Etc. etc. etc.
= DO: be prepared with a DD Binder ahead of time
= DO: know where you are in the DD process at all times
= DON'T: take a long time to respond to queries
= GOAL: get a term sheet




Diig Dilicjerice Blircler

= Don’t leave out anything salient
= Management CV’'s and references
= eflcC.

= etc.




Wizt eife Invesiors LogoKiric For?

» |P blocks
» Market Validation
» Realistic Response:
= Opportunity to earn 20-35% compounded annually
= Experienced management team
= Sustainable competitive advantage
= Market Validation




VWhairDernVvesiorss Need 7

Large market opportunity and the ability to scale into it
= Realistic valuation and deal terms
= Traction from the target market

= Appropriate deal size and/or market sector for their fund




Wizt eife Invesiors LogoKiric For?

= Would | invest my own money?
=  What Investors DON'T want to invest in (LOTS):

= MORAL.: if you can’t fund, you need to consider two of several
possibilities:

= Your business is a bad idea

» You are targeting the wrong investors




Wriett To Lool Egr [ 2 Inv/asior?

ynergies wi eir portfolio — sales and exit opportunities
= Experienced management, corporate governance
= Contacts

= for additional management

= for customers

= for partnerships




Deal Terms and Structure

= Preferential stock:
= Paid first upon liquidation
» Protection against dilution
» Right to purchase more
= Varying levels of control over business

= DO: Understand all structural alternatives




Deal Terms and Structure

=  Alignment
= Different structures create different motivations

= DO: strive for a structure that aligns investors and management

= DO: do what it takes to finance

= DON'T: say no to a structure on principle alone, do the math




Neacjotlziia Tarms

onsensus is when
unhappy

poth parties are equally

= DO: remember that investors are future business
partners, expect the same in return




ellzitior!

management/founders
= Be realistic

= Usually $1 to $3 million




Close the Investment

= DON'T: renegotiate terms
» GOAL: as fast and as cheap as possible

= AGAIN: get help if you need it




Hacl Licris ainicl Graern Licriis

an’'t explain the value proposition, can’t sell the company

= Green Lights
= Responsive to queries and follow up
= Management experience

= Well prepared for due diligence

= Do what you say you will do




