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| The convergenceto Venture Capital |
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|talian and European ventur e capital* sector: investment
activity (Amount in Euro mil)

145

1997 1999 1° sem 2000

[JEuropa M talia

*Only stage “ start up”.
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|talian and European ventur e capital* sector: investment
activity (number)

I 89 106

1997 1999 1st sem 2000

[0 Eur ope* Ml taly

* Only stage“ start up”. 1° semester Europe not available
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Europe: % of amount and number of investmentsin the
high tech sectors*

B Number B Amount

| st Sem 2000 46%

1999 43%

0% 12% 24% 36% 48%

* High tech sectors: computer related, communications, other electronicsrelated, media/health related

EVCA



Italy: % of amount and number of investmentsin the high
tech sectors*

ENumber B Amount
18%

I st em 2000

46%

1999

1998

1997

1996

0% 12% 24% 36% 48%

* High tech sectors: computer related, communications, other electronicsrelated, media/health related
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Corporate Venture Capital:
a new competitor for the European market

Companieswith futureiCVC plans

400+ 350
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1996 1997 1998 1999 2000 1997 1998 1999 2000

OEurope O Rest of theworld 0 Europe O Rest of theworld

Asset Alternativelnc. - The Corporate Venturing Report



Corporate Venture Capital:
some | talian examples

- End;

- Telecom Italia;

A.l.LF.l.



Businessincubators. one definition

FOR N.B.I.A. INCUBATION ACTIVITY ...

....REPRESENTSA DYNAMIC PROCESSTO DEVELOP AND CREATE NEW
COMPANIES. INCUBATORSGIVE NEW RESOURCESTO YOUNG
COMPANIES, HELPING THEM TO SURVIVE AND GROW DURING THE
START UP STAGE.,

INCUBATORS GIVE MANAGERIAL ACTIVE ASSISTANCE, EASY ACCESSTO
VENTURE CAPITAL AND SUPPORT INTO CRITICAL TECHNICAL AND
BUSINESS SERVICES.

MOREOVER, THEY OFFER OFFICES SPACES, INFRASTRUCTURESAND
SPACESFOR BUSINESSACTIVITIES.

....facilitator, accderator, lab.......?

NBIA - National Business | ncubation Association



Business | ncubators:
two different kinds

PROFIT ORIENTED
* private operators,

* fee/equity oriented,;
 connected tothe VC and PE
mar ket

NON-PROFIT ORIENTED
* public operators,

Purpose of economic development
| the gap);

e use of public resources

A.l.LF.l.



Univer sity incubators

Distinctive features:

* absence of surefunds;

* interest on scientific research projects;

 physical presencein the university;

« focus on univer sities subj ects,

* incubation of ideas and pr ojects of graduate students;

o strong relationships with industry that usually sponsor university resear ch;

* patent development.

A.l.LF.l.



The USA model

In the USA incubator activity isalways growing
Some numbers;

80CC)I business I ncubators arein Nord America
and:

- 75% arenon profit;
- 25% are profit oriented.

87% of start up are*“still in business’

I ncubated companiesrevenuesrise of 240.000 $

in ayear ethe occupation of 3,7%

Between the profit oriented I ncubatorsthe Networked | ncubator model is
gathering.

NBIA - Harvard Business Review



Main differences between Business Angels, Venture

Capitalist and I ncubators

Corporate
. . : Venture
Main Differences Business angels| Incubators o Venture
Capitalist .
Capital
Personal Entrepreneur M anager I nvestor M anager
Firms funded Small-Early Seed-Early Early Stage Seed-Early
Stage Stage Large-Mature Stage
Due diligence done Minimal Extensive Extensive Extensive
L ocation of | nvestment | mportant | mportant Not Important | Not Important
Contract used Smple Comprehensive | Comprehensive | Comprehensive
Monitoring after Active-Hands | Active-Hands _ Active-Hands
: Strategic
investment on on on
Exiting thefirm ot ' | mportant Highly of |
concern I mportant Concern
Rate of Return Of lesser Highly Highly Of lesser
concern | mportant Important Concern

M.Van Osnabrugge R.J. Robinson: Angel Investing - A.l.F.l.




Theincubation system

Corporate Service
R&D Company

Product
company

Wealthy
individual

Holding
Company

Facilitator s

Patent .
Facilities ~ Product : _ _ E— Credibility
, resour ces Industry Business Synergies Rapid Support Business
Alumni o Knowledge Acumen . execution PP Relations
Credibility Capital . Capital N K
Knowledge  Client Base Credibility reduction St
: - Capital
Rapid Capital Industr Credibility ap -
execution Knowledge Credibility
Pantent Industry
) Knowledge
Capital

reduction




| Theresearch... |



| Objectives |

- | dentification and mapping of the incubator Italian

mar ket profit oriented

-Valuating synergiesand co-operationswith the venture

capital market

A.l.LF.l.



| Thesample |

o 15 different playerson 18
Antfactory; Bain Lab; Biz 2000; Bizmatica; Cirlab; e@archimede; e-Do; e-
Nutrix; Ideaup; Internet Partnership Group; MyQube; Speed Egg; Speed

Ventures; Tocamak: We cube

e 2 yearsold, working in Italy

A.l.LF.l.



| Distribution of operators by % |

50%
40,00%

26,70% 26,70%

25% A

0% -

Corporate Financial Consulting Private Individuals
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| L eaders background by % |

50%
40%
33%
25% -
0% -
Managerial/Entrepreneurial Financial Consulting
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Sour ces of fundsraised on the market by %

60% -
47%

50% -

40%

30% H

20% -

10% -

0% -

VC Single Indstrial Public Other
entrepreneur groups operators
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Funds immediately available (Euro mil)

999

600+
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400+

300+

200+

100_‘
0 _

Funds available
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| Geographical breakdown of total fundsraised by % |

-
60% 530

50% A

40% A

30% -

20% -

10% ~

0% -

Reional Italy Europe World
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| | ncubator s main characteristics |

Italian Incubator s average size:

- 307 mqg of spaceto work

- 35 working spotsfor
the incubated companies

- 15 full time collaborators

A.l.LF.l.



Stage distribution of services offered by %

Call Centre 33%
| PO support 53%
Accounting 53%
Patenting assistance _ | 73%

Recruiting |, 87 %6

. = o
L egal consulting 87%

M arketing consulting _ 100%
Managerial consulting _ 100%
BP assistance _ 100%

0% 2(;% 4C;% 6C;% 80I% 100%

A.l.LF.l.



| ncubator sinternal competences by %

100% -

80% -

67/% 67%

60% -

40% 1

20% A
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Maximum timeto start the activity*

60%
50%

50% A

40% A

30% -

20% -

10% ~

0% -

< 1week 7-30 days 1 month - 3month Places ot available

* Between the business plan and the entrance into theincubator activity.

A.l.LF.l.



|Average amount invested and average number of compani%l

Average amount
invested (Euro mil)

5,20
Average number of

companies

|
0 2 4

COlncubators mVC

A.l.LF.l.



Number of incubated companies and average time of stay
Into the incubator

40-
38
30+
20+
10+
11
o L]
Number of italian incubated Averagetime of stay into the
companiese incubator
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% of average participation in the capital

60% -

50% -
40%

40% -

30% -

20% -

10% -

0% -

< 10% 10-30% 31-50% 51-80% mor e than 80%

A.l.LF.l.



Do Incubators managerswork in the incubated
companies boards of directors?

100% - 87%

80% -

60% -

40% -

20% A

0% -

YES NO

A.l.LF.l.



Arethere “lock in” clauses?

4%
50% -

40% ~

30% -

20% -

10%

0% -

YES NO nd
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Distribution of investment sectors* by %

100% -

80% -

60% -

40% -

20% -

100%

Internet

Softwar e

Telecom Other ICT

Logistic

Consumer
related

13%

Biotech

13%

Energy

13%

Hardware

* Multiple choice




| nter net business focus*

100% -

80% -

60% -

40% -

20% -

0% -

B2B B2C Infomediary Other B2G

* Multiple choice

A.l.LF.l.




Revenue model by %

70% - 60%

60% -

50% -~
40% -
30% 1 20%
20% -
10% -
0% -
Fee Equity Mix
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Funds availability for start up investments by %

60% 1 A7% A7%

50% -

40%

30% -

20% - 7%

10%

0% -
Available capital Referred capital No capital
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Divestment activity

Distinctive featur es:

« absence of atypical way of doing;

e averagetime, if expected, of 2 years;
 frequent use of Tag along and Drag along clauses,

e in two caseswrite off divestment isnot foreseen, instead of the
conservation in thelong term.

A.l.LF.l.



Revenue moddl for start

|talian incubators: refer ence model

Variables: I ncubators sponsor

ups

439

>
5
O
L
é 50% . 50%
8 0
B 50% 50%

100%

No capitals

Referred capitals

Available capitals

A.l.LF.l.

Available capitals

Incubators
sponsor

- Financial
- Corporate
P

Consulting

Private
Individual




Revenue moddl for start

up

|talian incubators: refer ence model

Variables: Leaders Background

L eaders
Background

Entrepreneurial/
managerial

- Financial

Consulting

>

5

O

L

67%

é 50% D 50%
8

B 50% 50%

100%

No Capitals

Referred Capitals

Available capitals

A.l.LF.l.

Available capitals




| Some focuses... |



Focus on incubators

= There are many networking opportunities between incubators, venture
capitalists and institutions;

=>cooper ation can be based on a structured network;

= theincubatorsindustry isstill in itsstart up phase, leaving many spaces
for new entrants;

=thereare many basic servicesover witch it would be important to reach
scale and scope economies,

=incubators areimportant leverage the inter nationalization process of
enterprises,

A.l.LF.l.



