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Core Assumptions

¢ If you are approaching a VC investor then
VOU, as researchers would have
— Research) outcomes with significant commercial

potential
¢ Preferably past prooif of concept

— Have exhausted internal sources of funds

» University/gevermment grant funds, persenal and
family, and frends funds

— IHavera bUSINESS: proposition that willfdeliver
SignRIficanit returns
» Needs| te sUlt a corporate’ structure (et lIcense)
— IHave a teamin place WhlChNnEItCES
commercial BUSINESS EXPENERCE

¢ BUilding 2 commercial company isia teamvased
SPEIL, netantindividuzl eveni:




More assumptions

¢ Willingness to

— |earn and acknewledge you denit know: what
you don’‘t knew.

— commit time tor a commerciall venture with
potential te; moeVve te the company.

— Undertake risk
¢ Passion, drive and perseverance
& Al entrepreneuriall nature

¢ You will not have

— Al Fesearechl preject: that: deesnrt have a
commercialimarket:

= An egO (it eunwanit tersurviverunscathedl)




Today we will cover

¢ How to be ready to approach a VC
Investor

¢ The process once pitched to a VC
¢ Post pitch activities — due: diligence
¢ Decisions and timeiames

¢ POst Investment:




Entrepreneurial support network available to
QUT

equtbluebox, CIP, Contracts Office
*Queensland Government programs focused on

early stage commercialisation

»>1lab Incubator Pty Ltd — office space and equipment, business
advisors, deep mentoring programs, seminars, networking events

» Australian Institute for Commercialisation — offers Ideas2Market,
commercialisation bootcamps, consultancy services

»>teQstart Pty Ltd — provides funding as an equity investment
(matching funding requirement)

»DTRDI, Venture Capital Unit - Mentoring for Growth, Mentoring for
Investment etc

»Various grant programs, but none at this stage in this area

*Federal Government funding programs

, *COMET grants, Commercial Ready grants (matching funding
| requirement)




Who are the VC’s in Australia?

— CMCapital
— Queensland BioCapital Fund

— Inbater Pty Ltd — now 1Q Funds

— Uniseed Pty Ltd

— Southern; Cross Venture Partners

— A&B Funds

— Start-Upr Australia

— Cleaniiech Ventures

— Branden Capital VedicallResearchr Eund
— Starfish VVeRtures

— GBS Ventukres

— SelVentures

— Angelsiancianeel greups




¢ How do VCs invest? (general)

— Amounts $500,000+

— [n the market sector they have
experience in

— Equity investment (rarely: debi)
— Majority: (contraelling) shareholder

— PoWweriuliterms and conditions
IRClUEIRG SIgRificant Hgnts

—\Want returns

— Generally IeWer RSk




¢ Equity investment — Shareholders
Agreement

¢ What do VC investors look for in an
INnvestment?

— Beyond proof of concept development

— Often pre-revenue (but individuals have
different perspectives)

— Activities: planned (o ini place) to
conselidate commercial petenitial

— Need to demonstrate

¢ BUSIRESS poteniial, compeuitive pesition,
managemenit capabilites, market application)
e te) market, businessi medel;, channels te
market ete
— NEeeds 16 be appreprate ier Venture style

IRVestment (Corporate: structure)
— @ther @ualitativer and stbjective benefits




Investment Analysis will include :

¢

¢

Technology & Competitive Edge

— Detalled understanding of IP position —with expert
opinions — Include freedem to operate

Target market, valuation of that market — how
much can the company reasonably address

Business model andi plan to grow activities and
achieve revenues

Strategy, te bulld sharehoelder value — and
consequently, company. value

EXIt (1e the liguidity’ peint fer Investors) — how
and when

RISKS & RISk Vianagemenit Strategjes

Company.; structure; sharehoelders and
managemeni

Wit IS geIngl ter e dene WIth the meREY/”
EiRapecialiranaly/sis
Valtaen



¢ Valuation - Key Points

— There Is no one size fits all
¢ ldentify what and the source
¢ Determine the purpose
Determine the period In time
Determine key benefits
Determine the key risks

— 3 basic appreaches
» Comparable market appreoaches
¢ EUtUrE INCOME approaches

& Cost appreach (ONLY fer accounting and tax
PLUIFPBSES)

L R R 2

—\Whats SemEGHE IS pPrepared o) pay/ o) It

—\Valuatien: at different peintsiinrthe

develepmeni path



Staged and Iterative Process

APPLIED

VERIFICATION

PROTOTYPE | CLINICAL

ResEARCH | DEVELOPMENT | & vauipaTion | peveLopment| TRIALS

d L

d L

Early Commercialisation

» Lower value

 Higher risk

» Early income/investment
» Fund development
» Fund further R&D
» Fund IP protection

» Technology needs to be

proven
| eLong time to returns

ate Commercratisation

e Higher value added
e Lower risk
e Late Revenue streams
» Funds clinical trials
» Technology proven
 Higher potential returns
and royalties
*Shorter time to returns
* Increased uptake of

tachnoloon
CCUTITTUITVU y




® ¢ 06 o

¢ o

¢
¢

¢

Y, C2ash starts iiewing ahter signatuke

Negotiation process

Potential deals via several channels
General Pitech approach
Reguest for more detailled infermation

Pre-screen analysis and initiall due diligence —
will tsually allecate te an In-house analyst

Eurther screeningl analysis + discussion

Ramnge of meetingsi and reguests; for
Iniermatien

Term sheet includes terms and conditions

\Vareus appreval Precesses (Can iake 6
MGRATLAS)

POSt acCepiance: o termisheet iegal
decumentaten pPrepared N (Enether S mMeRtigs)



¢+ Aim of Venture Capital funds

— o make money. for thelr shareholders
and the management team,, se they
can raise their next fund

— 10 year clesed endifunds: of $1.00NM-+




So before you even think about
approaching a VC

¢ YOU need to be 1009% confident that

— yOuU have a commercial opportunity that Is worth
the effort

+ The IR is well identified and protected (In fact that 1t can
e protected and youl have freedem te operate) — KEY
ASSET

¢ hhas| clear ownership defined and rnghts tor commercialise
free (Ie unencumbered)

¢ [he Business propoesall pitched willl be' vased on| the
commercialisation oif that 1P and these Hghts Willtloe
“assigned™ te the Investmenit entity,

¢ [hEere Is;an accessiple and large glehall market proklem
that can e addressed by, the core P

9 The P can BErCEVEIGRED INter 2 PRECUCE et Can e
“Menetisedr

& Advanitage e have: a petehnal pIpeline el products —
pPreVvides an aniity/ ter bulldrarstustaimaisle BUSINess




Qualities of a good product
opportunity.

¢ Value Propoesition — compelling reasoen to buy.

¢ Intellectual Preperty — competitive position
(barriers te entry. availahle)

¢ Market — large, grewing and renewahble
& Grewibh ey company.

¢ Business & Pricing Moedel — chitical te) have: streng
andl trustivls BUSIRESS relatienRshlps

9 People — skillsrand credipiliity in thel IneustRy
¢ Exit for financial investors




Four Product Tests

¢ Fltness for purpese test
Scale-ujp test

s NMarketing, sales and channel te
market test

¢ Return on investment test

\

. RETErence: Professor Danny, Samsen), School eir ERterprse; University, el Viellbourme

Remember the 80:20 rule




Key challenges

Challenge of time

Challenge off managing| an R&D
Pased business

o Challenge of risk

* o

“RElerence: Professer Danny, Samsen, School el Enterprise; University o Viellhbeurne




Understanding when to approach a
\/C
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Seven “deadly” sins

¢ Being too ‘In love’ with the idea
Assuming the need to ‘do It all’

¢ Not deing a fulllanalysis ofi competitor’s
offerings

¢ Under-estimating the challenges of scale-
up

¢ Under-financing

s Uncder-managing the people Isstes

o Not lISstening ter crticism

\

. “Reference: Professer Danny: Samson, Schoell ol Enterprse;, University, oif Vellsourne




¢ Aim of Venture Capital funds

— To make money for their shareholders
and the management team, so they
can raise their next fund

— 10 year closed end funds off $1.00M+

¢ SO What happens after a \VC
InvVests?

— Eixed timeframes (or meney. Ssteps)

— Commerciall Imperatives, wWith' fixed
FURWaV/ e deliNveny

— Cost reductions

— Corperatergovernance anadtiegal
MIELLETS

—VanagingrdivVerse stakelnolders



teQstart Pty Ltd

Ruth Drnkwater (Manager)

ol evel 1, 80 Jeplhson Street, foeweng
o Phi S827 9702
S VIWIWAEESTElisCOIRal

o RULH: Drnkwater@tegstart-con.at




