3 Angels

EPFL alumni start-up support club

Entrepreneurial finance course, March 27 2009

http://www.epfl.ch/a3/angels
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Agenda

e A3 Angels objectives

e Comparing with US experience
 Who are A3 Angels ?

e Contributions to startups

e Project history and status

e About investments
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Objective

Attract qualified A3 members using reasonable selection criteria
Invest in projects having growth potential within EPFL environment
— Pooled or individual investment models
— Significant contributions for early stage : seed money + networking
— Facilitate access to other financing by Angel clubs and VCs
Attract senior mentors to complement existing coaches .
— Free consulting
— Project improvement, reserve force
Build sustainable organization
— Appoint officers
— Attract investors and mentors A3
— Evaluate and improve (metrics and feedback)
— Complement A3 services (young alumni award, 0% loans)

3 Angels
(Y A\
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A3 Angels within EPFL environment

250 Laboratories

Networking

# >14'000 alumni in 110

s countries

™ « Sections : CH, F, USA, P,
J China...

Coaching g

Education
>10'000 on campus ®
>25’000 with University =1

w.;;f. Events
Alumni day (Mondial)

Incubator eInnovation days

90->150 on site

~60 alumni in synergy with other players
Alumni bring different skills and experiences

Source : PSE, A3

G [\3noee
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MIT Entrepreneurial Ecosystem

DESHPANDE CENTER Entrepreneurship Soctety | .

| FOR TECHNOLOGICAL INNOVATION l

!
EcLvp| e | RN

MIT Entrepreneurs Club| 9
100K iDEas N
ISE Competition

MIT ENTREPRENEURSHIP
COMPETITION
N

LT

- MITSloan

| dIT Sclence and Engl-neerlng Business CI]J- WANAGEMENT

LEGATUM CENTER
5 gn FOR DEVELOPMENT &
WX ENTREPRENEURSHIP

a
kel venture .
T Mentoring 8"MIT Ventureships |

1) VCPE CLUB DELS
TecnLink 0. | /
(|

_ Technology Licensing Office. Q 3 Angels
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MIT Entrepreneurial impact

e 25,800 active companies founded by MIT alumni

e Employ about 3.3 million people

e Generate annual world sales of $2 trillion

e Equivalent of the 11th-largest economy in the world.

Estimated Total
Sales Millions)

Estimated Total
Employees

Median Sales
{Millions)

Percent of Median
Employees

Companies

More than 10,000 0.3% 15,000 1,523 1,339,361 1,389,075
1,000-10,000 1.8% 1,927 308 1,043,932 235,532
Others (Employment known) 97.9% 39 11 900,001 226,671
Total 100.0% 155 3 3,283,294 1,851,278

Source : Eaward B. Roberts and Charles Eesley, MIT Sloan , February 2009

MG
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MIT
MIT Venture Mentoring Service Veh!.‘l!r',!m ing
Goals SERVIC

e VVMS iIs based on the belief that:

a venture Is more likely to thrive when an
/dea, a good business plan and an
entrepreneur are matched with proven skills
and experience.

e Highly qualified mentors find it compelling and
rewarding.

e Both mentors and entrepreneurs benefit.

e Mentoring works best when un-biased and no
strings attached.

Jerome Smith, Co-Director, vimsoutreach@mit.edu

(A il
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MIT Venture Mentoring Service
Expectations

e Mentors e Entrepreneurs
— 1-2 days of mentoring each month — Serious about learning, making
(minimum) progress
— Attend Monthly Review Meetings — Prepared — do homework and
— Discretion and confidentiality submit agenda + materials
— Adherence to guidelines — Keep in regular communication —
_ Role be responsive
: — Give us the whole story
e Listen ,
. AdVi — Don’t come to us purely for $$$ or
VISE connections
e Suggest
e Anticipate

e Troubleshoot
e Supply Contacts
e Role Model

Jerome Smith, Co-Director, vimsoutreach@mit.edu

T Jiinu
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MIT Venture Mentoring Service V‘ﬁ},‘i"
Results

e 133 mentors of record e 238 ventures of record
e 107 mentors e 08 active ventures

e 56% with an MIT background < 50 launched/executing
e Most with startup experience e 6 liquidity events

e Broad range of: e Various stages of funding -
_ backgrounds over $520M raised
— motivations e Every field imaginable
— technical + industry
expertise

— business expertise

Jerome Smith, Co-Director, vimsoutreach@mit.edu

- Ji
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il
MIT Venture Mentoring Service "ew!,';‘r‘,'t';?mg

SERVIC
Process _—
Mentor Member
Orientation
\ Lead Mentor
Participate in Il
- Mentqnng Specialist
Sessions
Mentor
Attend Specialist

Monthly

Sign Up

Revi_ew Special Office
Meetings Projects

G Jiinu
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Venture Financing : USA / Europe

Angel groups v’ 245 established v’ 297 established
v' 324 in formation
v' 12’000 angels v 16’500 angels
Angel v/ 26’000 M USD/year v 184 M €/an
Investment v/ 265 K USD/round v' 165 K €/deal
v/ 57°100 angel backed v' 1100 deals
companies
VC v' 30’500 M USD/year v’ 184 M €/an
Investment v’ 264 K €/deal
v’ 3912 deals v' 690 deals

Source : EBAN statistics 2008, NVCA and PWC Center for Venture Research, www.nvca.org

O A
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Impact of Angel

Angel experience

50% = 14 ans d’expérience
50% = pas d’expérience

<1X 1.5X 5-10X 10- >30X
30X

Exit multiples

% of exits

Source : Kauffrman Foundation
Nov 2007, N= 86 angel groups =
539 individual angel investors.

I
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60%
45%
30%
15%

0%

Investors

Angel participation

Forte participation : 2/mois, 3.7X,4 years
Low participation : 2/an, 1.3X, 3.6 years

<1X 15X 5-10X 10-
30X

Diligence average : Exit multiples
20 houres, 26% >40 heures

M Low dilligence

II 77777777777777777777777777777777777777777777777777777777 H High dilligence
- II """ _- = H

<1X 15X 5-10X 10- >30X
30X

Exit multiples
/Af Angels
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Who are A3 Angels ?

A3 Senior Angel A3 Micro Angel

Profile v' < 20 Successful v' >30 members
entrepreneurs v' 40+ years old
v’ Senior managers v Active professionals>
active or retired
Contribution v' Mentoring v’ > 20 CHF x 3 year
v" Individual pooled seed
investments v Reserve employees
> 50KCHF v" Active business
v Sweat development network
Motivation v' Mentoring v" Sharing expertise
v Relationships v' Long-term money
v Technologies v' Entrepreneurs interest
v’ Interest in region v' Interest in technology

O A
ECOHLE POLYTECHNICHIE 16
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Who are A3 alumnl role models

ideas

eursf?‘ Pizza Talk. S-E.I'I$

-ups: join us to learn
assful entrepreneurs /
Mzaz at 12

.I”I \ j ' ideas
fcas@EPFL

lass high tech start-up
fope? Learn fro ,t’
coes f'-ul entrepreneufs. /

|||J

urshlp pizza talk, series
-ups: join —

ssful entreprg = ideas

-

éﬂ
'Ir’ eas @ " -

e,

Uinnesation Metwork ® Le Collbge du
Wissagemant de la Trchaclogic 2

Tk

_' |

Llereasion Hrtwirt ® Le Colloge th Misagement de fs Trckmdogs C . i ! W
‘Venhurelah, une inlathe de B Anmnmbuwmmr i, 5 L
4 : { o -

e
et par

Linncvation Network de I'EPFL
Le Collége du Management de la Techrologie
Wenturelab, une initiative de la CT), Agence pour la promotion de Finnowation

Source : Herve Lebret, EPFL E-F w.‘mm% j
!(Pﬂ. R 3 Angels
mwrt:um:y: EPFL
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Contribute pieces to the
programs
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A3 Angels decision process

- \
BUSS Sy
252 L o Yes 75
plar o “\Screenlng/
3 . \\\ ,,’, \ 4
A° office Presentation
. 2nd \Wed
Business
plan
................. e
Yes No
.I.Due “ Screening
diligence
Yes E"I'ﬁdl'v'ibﬁjél'i
1 decision [T

Report

(> objective 2009-10)

No ).

I
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A3 Angels decision process
Scientific board Partners
Entrepreneur Employees A

A Technology
*ICT, web

eMedTech, biotech
eCleanTech, environment

Team

Regulations

A

Competition

Economy

*Nano, Microtech

] eEnergy
Investment Opportunity

Structure Price Market Customers Timing

Business model
Source : William Sahiman, Harvard Business School

(- Jiinu
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100 good guestions

Business model ?

Why would customers buy ?
Are gross margins sufficient ?
Market size ?

Key challenges ?

Unique points : cost, technology, product
features, marketing, financing, team

/. Key bets ?

o0 kWb

Source : The start-up process, HBS, case 394-067 John van Slyke et al.

G Fipm
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A3 Angels mentors : early-stage focus

Product Customer Customer
development acquisition development

v Market research v Value proposal v' Field operations
v’ Standards v' Competitive position v’ Customer service
v Engineering talent v Lead generation v Customer satisfaction
v'Alpha, Beta, GA v’ Pipeline v’ Lifetime value

v QA v Sales & channels

v Interview v Business models

v Recruit v’ Controls

v’ Manage v’ Financing

v’ Compensate v’ Plans and budgets

v’ Evaluate v Cash management

v Develop v Monitor and report

v' Integrate v' Prospective

Source : Valhalla Partners

S A
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A3 Angels mentors : work with CTI coaches

> 40 CTI professional coaches
with entrepreneurial experience
d’.'l'lf_%

Check Evaluation Coaching Arms length
e(t;u'|:| - High-Tech? - Market - Business plan coaching
e Innovative? e Technology e B-Development e Contracts
.= Inright area? e Management e Training e Funding
Advise Advise Support Mentor
A3 e ldea * ldea e Seed funding » Business

e Business e Business e Network e Network

3 weeks 4-6 weeks 6-18 months {} >24 mo.

A3 volunteer mentors with
professional experience

Source : CTl + A3

BCAW KTI/CTI /A? Angels
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Project history

e June 6, 2008 : proposal during A® alumni event

e August — September : market research A3, startups, CH,
UK & USA. Encouragements from EPFL, CTI, IMD, PSE.

e November 12, 2008 : project approved by A3 GA

e December 17, 2008 : 15t monthly meeting

e January-March 2009 : ~ 60 A3 attendees, 9 start-ups
e June 5, 2009 : group meeting

’m pred iggo@ routeRANK

. Novel Peptidic
mman 1 Biologicals
<kooQbal  cHilemopix  dleva ) atbolight ,33
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Sample analysis of requirements

(=70 face to face interviews)
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Analyze and meet international ecosystems

e MIT venture capital & private equity club
— MIT Venture Capital Conference
— MIT Venture Competition (100K$)
— MIT VENTURE mentoring service

e Cambridge University technology and
enterprise club

— Where Angels Dare
— CUE business plan competition

(£15,000)
— Technology Ventures conference
— I-Teams
Cambridge University
Technology and Enterprise Club
Y- Ji'
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Work plan

pﬁ e e Administration

Investment (Term
sheet and trust
admin)

Members
Mentoring service

I'T (deal collaborative
platform of

www.angelsoft.net )

q,, Angelsoft -

r*&-; Investors:

2+8 Group Tools

GROUP DEALS =~ GROUP DOCUMENTS = GROUP MESSAGES | GROUP EVENTS =~ GROUP MEMBERS

I

/A? Angels
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A3 Angels and EPFL collaboration

MAMNAGEMENT MANAGEMENT
Accounting Business Operations Business
& reporting management
Business Finance Marketin | [Human resources|
fundamentals

EHTREPEEHEURSHIP

New venture
& society project organization

[Entrepreneurial
finance

strategy

INNOVATION & LIFE SCIENCES

Alliances/partnerships Marketing

INNOVATION & HIGH-TECH

Management High-tech
m‘ in nmratlun

Intellectual Property| | Industrial ' Venture Mgt of clinical trials | | Pharmaceutical
legal aspects & regulatory affairs W manufacturing - GMP

Project Negotiations Project
ranagemert & sales

Source : Prof. Jean Micol, MoT A3 Angels members and EPFL

students support each other 3 Angels

I
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A3 Angels calendar

e Monthly A3 Angels dinner
— Target 2009 >1MF > 5 start-ups
— PhD alumni 0% interest loans by A3 foundation
e Monthly meeting
— Mentoring brokering lunch
— Advisory committee
e Annual Alumni day
— Young entrepreneurial alumni award
— A3 Angels training
e Launched November 2008

G fi' e
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A3 Angels investment and mentoring value

Fu:ding  Financing
e Know-How
e Network |ndUStry

Research EPEL
grants

A3 Angels
+other Angels

: Tl _
+coaching CTl start-up,

entrepreneurship

+seed fundin
J Polytech Ventures
+ network .
+ Investment

>

Source : PSE - 10 -3 0 + 3 (years)

L fi' e
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Why : European VC financing is down

Suisse Europe
[ Amount €m —o—# of financings B Amount € m —o—# of financings
2000 -4 - 500
1800 L 450
- 1600 - - 400
w > .E 1400 - _ - 1350 g
° - v 86 289 £
g = S 1200 - 05347 . - 300 ©
.G © .E .- 247 E
s £ £ 1000 - g .' . 4 | 250 2
= g 800 - 61200 2
(&) e~ ') il
> - > 600 - = °
= M2
400 - - 100
200 - L 50
0 -0
10 32 10 3Q 10 3@ 10 3Q 10 3Q 1Q 3Q 1Q 1Q 3@ 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q 1Q 3Q 1Q
02 03 04 05 06 07 08 02 03 04 05 06 07 08

Source : HBM Partners

.(Pﬂ. 3 Angels
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For investors : balance investments

e Balance your portfolio with ultra-safe investments
— Stock market : - 25-50% in 2008-2009
— Real-estate : CH +20% in 10 years — expenses
e Angel investments +5-10% in 5 years
— Don't do this to make money because you probably won't
— Assume your investments are lost on the day you make them

Balanced VC 8.8% 13.1% 12.7% 14.8%

Later stage VC 30.4% 13.1% 11.1% 8.6%

NASDAQ -5.5% 4.3% 11.0% 2.2%
' S&P 500 -6.4% 3.8% 9.1% 1.8%
A /Af““ge's
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For investors : spread 40%-60% risks

Source : Kauffman Foundation Nov 2007, N= 86
Source : JP Vuilleumier / CTI Invest 2008 angel groups = 539 individual angel investors.

!ﬂ}ﬂ- /Ai.’. Angels
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Sample investment portfolio return

Portfolio Multiple 5-Year Portfolio Multiple 5-Year
Co. IRR Co. IRR
6
V4
8
4 9
S 10

Source: Becoming an investor-ready entrepreneur - http.//www.sbtdc.org
Troy Knauss, Piedmont Angel Network, tknauss@panfunds.com

S A
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Sample investment portfolio return

Portfolio Multiple

Portfolio Multiple
Co.

6

5-Year

IRR

Co.

1 0.0 090
2 0.0 0%0
3 0.0 090

~

8

9

Source: Becoming an investor-ready entrepreneur - http.//www.sbtdc.org
Troy Knauss, Piedmont Angel Network, tknauss@panifunds.com

Qi
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Sample investment portfolio return

Portfolio Multiple 5- Portfolio Multiple 5-Year
Co. Co. IRR
1 0.0 0%

2 0.0 0%0

3 0.0 0%0 8

4 1.3 %0 9

S 1.3 5%0 10

Source: Becoming an investor-ready entrepreneur - http.//www.sbtdc.org
Troy Knauss, Piedmont Angel Network, tknauss@panifunds.com

-G Jiinu
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Sample investment portfolio return

Portfolio Multiple

Portfolio Multiple 5-Year

Co. Co. IRR
1 0.0 0%0 6 1.6 10%0
2 0.0 0%0 4 1.6 10%0
3 0.0 0906

4 1.3 29%0 9

S 1.3 29%0 10

Source: Becoming an investor-ready entrepreneur - http.//www.sbtdc.org
Troy Knauss, Piedmont Angel Network, tknauss@panifunds.com

ECOLE POLYTECHNICHIE
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Sample investment portfolio return

Portfolio Multiple Portfolio Multiple

Co. Co.

1 0.0 0%0 6 1.6 10%0
2 0.0 0%0 / 1.6 10%0
3 0.0 0%0 8 7.6 50%0
4 1.3 %0

S 1.3 5%0 10

Source: Becoming an investor-ready entrepreneur - http.//www.sbtdc.org
Troy Knauss, Piedmont Angel Network, tknauss@panifunds.com

U A““ge's
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Return on investments (1-9) Is 3.7X
(26% IRR over 5 Years)

Portfolio Multiple

Portfolio Multiple

Co.

6 1.6 10906
V4 1.6 10906
8 7.6 50%0
9 20.0 829%0

Co.

1 0.0 096
2 0.0 096
3 0.0 0%0
4 1.3 5%0
S 1.3 290

Source: Becoming an investor-ready entrepreneur - http.//www.sbtdc.org

Troy Knauss, Piedmont Angel Network, tknauss@panifunds.com
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Saying No

 Try to add value at every meeting

e Don't use more than 2-3 hours of the
entrepreneur's time or 2 weeks of yours

e Say no fast, over email before you meet

e Say no at the meeting; when in doubt, say
no

e Only Invest In people you're excited about

e Swings you don’t make don’t count against
you

Source . Naval Ravikant twitter.com/venturehacks- entrepreneur (Epinions, Vast) investor (Twitter)

G fi' e
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Saying yes : valuation and dilution

e Post-money (4m)

= Pre-money (3m)
+ Investment (1m)

e Post-money (4m)

= Pre-money (2m)
+ Investment (1m)
+ 25% stock-options

e Typical :
— seed Investors
initially own > 20%

— after VC rounds, founders
share 1s 5-15%

Source : Shari Loessberg, MIT Sloan

ECCLE POLYTECHMNICLIE
FEDERALE DIE LALISARME
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Valuation methods

High
_ Majority Cristal
Fixed control glass
limit
c
O Berkus Method .
g Investor VC
@
= 1/3 Method
Sector comparisons
First
Impression Discounted cash flow
Low ComplleXIty

High

Source : Winning Angels, David Amis

I
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Advanced valuation

e Academic
— Comparatives (P/E Ratio), & ﬂz]=
— Discounted (cash flow + &, . V]2 {y[a“ "iﬂ

FV) dx dy % dx i
. . 31-'+ av|
e Institutional Investor (VC) AR
1. Future value prediction ﬂ%*“"‘“’]*ilﬂ[g*%]]*
2. Present value derived P—
from expected return @*“’—;]=
(IRR) ] S
dz i dr iz {

Source : Winning Angels, David Amis
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Saying yes : terms, contracts, shares
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Readings

e Mark Van Osnabrugge, Robert Robinson, Harvard
Business School : Angel Investing, 2000

e David Amis, Howard Stevenson, Winning Angels: The 7
Fundamentals of Early Stage Investing, Financial Times
Series

e Guy Kawasaki: The Art of the Start, 2004

e Herve Lebret: What we may still learn from Silicon
Valley, 2007

G fi' e

28.03.2009 Claude Florin (EL82) claude.florin@a3.epfl.ch




Ly

to win together
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