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1. Independent, third party Assessment & Valuations
2. Biotechgate Database / Partnering

Venture Valuation

Experts Finance / High-tech industries

Not a venture capitalist

International experience

Systematic / Validated Approach

Track record of over 100 valued companies

Clients Investors : Novartis Venture Fund, Fraunhofer
Gesellschaft, European Investment Bank; Companies
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History

Spring 1999: Foundation Venture Valuation, contract
from Novartis Venture Fund

Fall 2001.: Cooperation with Germany / Canada

2001 Foundation of Corporation (AG)

2002: Foundation of Canadian company

2003: Swiss Life Sciences Database

2005: Collaboration with EBD Group for
Partnering

Today: 10 employees + 3 representatives

offices (Canada, Germany, Korea)



VantureValuation

Scientific Basis

IMD, Lausanne Case study for Executive MBA
with Novartis Venture Fund, Gene Data AG

EPFL, Lausanne Dissertation on “Assessment and Valuation
of high growth companies”

University St. Gallen, Master thesis

Valuation of Venture Projects, Prof. Scheuenstuhl

Several published articles and papers
Nature Biotechnology, Volume 22, August 2004,

Valuation — what you need to know



Client: Novartis Venture Fund

Started 1997 0> NOVARTIS
USD 80 m (merger Ciba and Sandoz)
137 investments worldwide

Example: Glycart => GLYCART

Roche in July 2005 for USD 180 m

Swiss company; founded in 2000 spin-off from
ETH in Zurich, 30 employees

Technology platform to enhance the activity of
therapeutic antibodies (cancer / autoimmune
diseases) => Pre-clinical products



Client: Novartis Venture Fund

ly NOVARTIS
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Product portfolio

Investment Value Chain

www.biotechgate.com

with EBD Group

Economic Development main customers

Business Angels 3 ome

Non-Profit Organizations /
Foundations

Investors (VC, Corporate)

Pension funds

Companies 3 0

main customers
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Process for a valuation

Contact Business
2 Plan (BP)
mandate to VV
Workshop
Feedback from: '
- partners | Writing
- clients . the report
- suppliers '
. - board members :
--------------------------------- Valuation

Report

Preparation:

- Review of BP
- Research

- Questions

Information sources:
- research reports

1 - Internal database

- external database
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Valuation of what?

1. Valuation of a product ﬁ
Licensing deal

Strategic development decision

2. Valuation of a company r

=
\&H )

Investment / Financing round
Merger / Acquisition

Measure success of company
development



Why Company Valuations?

Value before investment (pre -
money value): EUR 1,5 m

Investment: EUR 0,5 m

Value after investment
(post-money value):
EUR20m

Share Investor:
05m/2m=25%

m Pre-money value
O Investment
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Definitions

;“‘ « Value: implies the inherent worth of a
AN\, specific thing

| ""W‘ﬁ/ e Price: depending on the market (supply /

demand); whatever somebody Is prepared
to pay

“Price is what you pay. Value is what you get.”
By Warren Buffett



Risk vs.

|

Expected Return

Government

Return
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Risk
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From Assessment to Valuation

1. Understand the fundamentals

2. Assumptions drive the valuation

=> assessment is key

Assessment:;

&=

1. Management
2. Market

3. Technology

xm
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Management

Completeness skills
Track record / experience
Motivation / Incentive structure

Organization

Emotional intelligence / social
competence

6. Composition and involvement of

boards
1 2 3 4 5 6

none / low / I

insufficent  sufficent good high
very poor  poor

a M 0w bhPeE
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Market environment

Industry Structure: (Five forces by Michael Porter)
1. Threat of new Entry

Rivalry among existing competitors

Pressure from substitute products

Dependencies on customers

Dependencies on suppliers

Current and future market potential
Customers
Political / legal dependencies

Cost and Sales estimations
1 2 3 4 5 6

none / low / I

insufficent  sufficent good high

a s~ D

© 0 N

very poor  poor
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Product, Sciences & Technology

Intellectual Property (IP)
Unigue selling proposition
Alliances/partnerships
Management of future
discoveries

5. Time to market

W

1 2 3 4 3) 6

none / low / I

insufficent  sufficent good high
Very poor  poor



Company stages

early stage expansion stage divesting
Venture
Phase seed start up first stage | second st. later
financing financing financing financing stage
Gewinn
Verlust /

Quelle: Schmidtke.

3
a
e
m
=
=
g
3
£
=
(]
=




Traditional Valuation Methods \

- Asset valuation method
Price/earning value

Stuttgarter / Accountant Procedure (combination of
asset value and earning-capacity value)

Young high-growth companies?



High growth companies

Often no revenues / earnings

Value = potential of the future and
associated risk

Influence factors:

- Management

- Market

- Science and Technology
. Stage of company



Used Methods

Cash Flow based Method (DCF)

- Relative valuation Method

- Venture Capital / Exit based Method
Decision Tree Valuation Method
Option pricing Method
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- Machine to produce one 100 USD bill per
year

- Risk=0

Cash flow based valuation

- No input needed

- Interest rate = 10%

Value of machine?

=> 100/0.10 = 1000



\'4

Liquidation Value

- Machine made of 24 carat pure gold
- weights exactly one kg
- Gold: USD 400 / kg

Value of machine?
Liquidation value: 400 USD
Continue use: 1000 USD
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| ; - similar USD 100-machines have traded

Relative valuation

h - no known market price for gold

j‘ - 9 and 15 times their estimated annual
output

Value of machine?
=> Value range 900 USD to 1’500 USD
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Market Comparable

Ratio
—

Revenues

Earnings
Company Value: EBITDA 10 employees

EUR 10 m |
Employees Company Value:

Company EUR 2 m*

specific

factors

50 employees

*(10/50) x 10 m =2 m



Exit valuation (VC valuation) \

. - Value of machine in 5 years is 1’800 USD
- Machine will produce USD bills from year 6
- 50% probability machine will break in first 5
years

Value of machine?

=> USD 1’800 * 50% = 900 USD



Venture Capital Method

Present Future

today year 1 ~ Exit year




Summary Company Valuation

Cash flow based 1’000
Market comparable 900 - 1’500
Exit value 900
Average (value) 1’033

Price vs. Value :
1. Collector is prepared to pay 1’600
2. Nobody is interested
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Conclusions

- Valuation is a process
- You can value a licensing deal or a
company
- Assumptions are key => assessment
- Assessment:
1) management
2) market environment and
3) products, science and technology
- Determinants of valuation: potential / risk
- Price is not the same as value




Biotechgate.com
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Biotech
Austrianbiotech.com 16
Canadianlifesciences.com 142
Frenchbiotech.com 70
Germanbiotech.com 117
Indianbiotech.com 13
Italianbiotech.com 42
Sweden 24
Swisslifesciences.com 49
Total (biotechgate.com) 532

Biotech
Instr. &
Services

32

62

136
288

117

75

50

145

953

Biotech
related

13

162

19
77

202

126

13

99

725

Med
Tech

11

23

12

69

5

35

27

326

514

In total there are over 5’000 companies in the database.

\/

Investor

3
12

28
2

45

43

146

VantureValuation



Partners for Biotechgate.com

BioteCHnet BI®VALLEY

I N X X
mErl The Life Sciences Net work
















Korean Biotech Database

e To establish a national Biotech Database for
Korea

 Find local partners that support database

* One partner or 5-6 partners/sponsors

=> www.koreanbiotech.com




Partneringgate.com

BioTrinity
Oxfordshire
Wed 28.03.2007

BIO-Europe Spring 2007
Milan
Mon 05.03.2007 - Wed 07.03.2007

BIOCOM Investor Conference
San Diego
Tue 14.11.2006 - Wed 15.11.2006

Bench 2 Boardroom 2006
Cambridge
Wed 18.10.2006

Swiss-Scandinavian Bio-Business Seminar
Zurich
Fri 13.10.2006

JETRO BIOLINK FORUM 2006
Osaka
Wed 13.09.2006 - Fri 15.09.2006

BioDevice Partnering
Edinburgh
Tue 13.06.2006 - Wed 14.06.2006



