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1. ME (expectation survey) 15’

2. STARTUP JOURNEY 20’
3. VALUATION 35
BREAK 1 15’
4. VALUATION (continues) 30
5. FUNDRAISING SHARING 30’
BREAK 2 L5
5. PITCHING (3*15’/each) AND INVESTOR FEEDBACKS 50’
BREAK 3 {5
6. PRACTICAL Q&A, BM REVIEW 15’

240
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ong sang lap & TGD cua Innovation Capital Management
HOI dong co van cap cao - Quy khdi nghiép Viét Nam

Ngan hang, Chirng khoan, Pau tw, M & A, Quan ly rdi ro
trong 15 nam

Ex ClIO cua BAOVIETLIFE, PVI SUNLIFE, HDBANK

Ex CRO cua ABBANK, FRM cua KPMG Viét Nam
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STARTUP JOURNEY

MOt td chire tam thoi duoc thanh [ap dé tim ki€Em méd hinh kinh doanh

cd thé 1ap lai va cé thé md rong.

Doanh nghiép nho va vira khoi nghiép sang tao la doanh nghiép nho va

vira duoc thanh 1dp dé thuc hién y twdng trén co s& khai thac tai san

tri tué, cong nghé, mo hinh kinh doanh mdi va cé6 kha nang tang

tredng nhanh




STARTUP JOURNEY

Startups kién tao 70-80% viéc lam mdi va mot phan 1én cla cai toan cau

Nhung

8 trong 10 du an Startup that bai
Tai sao?

Su phitc tap va quan tri ngudn luc
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STARTUP JOURNEY

Cudi con dudng

That bai PAng clra cong ty hodc thanh Iy tai sdn véi nhiéu ton that
cho tat ca cac bén

Lifestyle Cong ty dat dwgc mot s hiéu qua vé loi nhuan/thi phan,
cung cap dugc moét phan lgi cho ban diéu hanh, nhan
vién, nhwng khong dem lai lgi ich cho nha dau tu/ chu

nhan

M&A M® hinh Igi nhuan duoc mua lai va gan vao mot cong ty
|&n hon, tao ra loi nhuan cho nha dau tuw/ chi nhan

IPO Niém yét dai chung, tao ra lgi nhuan I&n cho nha dau tu/
chi nhan
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STARTUP JOURNEY

Lifestyle Business vs. Startup
NGi chung, ca hai cung dn, nhung cé chit khac biét

- Hb trg cho mot kiéu sdng - Thay doi thé gidi

- Thudng s& hitu cd nhan/nho & - Nhiéu nha dau tu/ ddng s& hiru

- Tap trung dia phuong/ khu vuc - Tham vong toan cau

- Khong nhiéu sdng ché/phat kién - BUng nd sang tao

- Kho scale up - Tiém nang scale up

- M6 hinh kinh doanh truyén thong - M® hinh kinh doanh sang tao

- Tang trudng tuyén tinh 6n dinh - Tang trudng phituyén tinh A Innoverion

«03« CAPITAL
Y MANAGEMENT




STARTUP JOURNEY

Innovate
or Die

% MANAGEMENT

Entity cycle
Pre-Startup Startup i Growth Stage Mature Declining
d »a »a Lo L >
Y BUSINESS ». . fhas
Business line RESEARCH VALATION SR i m 4
' | —) ) - g —
: Pre-commercialization |
Time burning to 7m to 18m to36m = to42m to 84m
: : : : £ INNOVATION
Money burning | to $227K = to$800K = to $900K ' to$3M  to $5M o | P Carirar
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NTS — A great different vision
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1. VALUES MAIN COMPONENTS — Your vision with industrial trends

SOCIAL and
DEMOGRAPHIC

ENVIRONMENTAL




1. VALUES MAIN COMPONENTS - Your vision with your SWOT

Strengths S

Opportunities Threats




1. VALUES MAIN COMPONENTS — Quick view

Lifestyle Business vs. Startup
Both are good, but they are different

ifesyle Business T

e Support a “lifestyle” * Change the world

* |ndividually owned * Multiple owners/investors
* Local or regional focus * Global ambition

e Little innovation * Disruptive innovation

* Not scalable e Potential to scale

e Traditional business model * |nnovative business model
e Steady linear growth  10x rule = success
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1. VALUES MAIN COMPONENTS — Detail view

Vision Industrial
: g y 4% B
Clear problem and Market size
solutions

g b

Team members

Achievability
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INITIONS

2. STAGES - Def

Growth Stage

Startup

— — — = \
Team Business
Model

BUSINESS
OR
STARTUP

TECHNOLOGY
VALIDATION

z &
Q Hv.
E2f
BEZ
z55%
KAS P>

"

Pre-Startup
Overlap

Entity cycle
Business line

Pre-commercialization




2. STAGES — Definitions (2)

I Pre-Startup Startup | Growth Stage

Entity cycle

: Overlap

HSCALE
BUILD

TECHNOLOGY
VALIDATION

l — N | — — — ‘
L | Businoss
: ] , Modal

Business line

' Pre-commercialization

: ' , Founding team  Refinement of | Value Large A
| ! | is formed, core features, | proposition Round,
: ) . many customer initial user refined, user massive
' | interviews are growth, metrics | experienced customer
| conducted, and analytics . overhauled, acquisition,
1 value implementation, | conversion back-end
| proposition is seed funding, | funnel scalability
. found, first key hires, | optimized, viral  improvemen
| minimally viable pivots (if | growth ts, first
) | products are necessary), first | achieved, executive
Events : | created, team paying | repeatable hires,
' 1 joins an customers, | sales process process '
j i | accelerator or product market | and/or scalable Iimplementati |
i i | incubator, | fit. | customer L on, !
. Friends and | acquisition | establishme
! . Family | i channels | ntof
' | financing ' | found. | departments
’ i round, first | |
I | mentors &
: i | advisors come
I | on board .
5 You (R&D...) . Friends/Family
; Pre seed
INNOVATION

! Seed
, > CAPITAL
| ' MANAGEMENT
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2. STAGES — Statistical valuation
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Pre-Startup i Startup Growth Stage

v

Entity cycle

Overlap

BUSINESS

: Business line e OO OR 7 B i '

| / VALIDATION i p /" vauoanon /.  CREATION £

i 1 ] l PP i e

' rmm—y oooas

i i ' Model

| E Pre-commercialization 4 5

: * You (R&D...) " Friends/Family |

\ ' ' Pre seed | !

| E E Seed f |

i i - Angel, early VC, VC, Inno fund

: Money burning . t0$227K | to $800K | to $900K ~ to $3M

Exp. valuation - to 250K to 1.5M , to 4M - to12M

: ~' ' : : INNOVATION
' Valuation/Burned : . to11 | to18 | to44 = tob @G\mm[

| ! ! | : ! MANAGEMENT



2. STAGES — Statistical valuation

US VC fundraising and median pre-money valuations ($M)

$14.0 $80.0
B Capital Raised (SB) == Angel/Seed — esssEgrly VC Late VC /
p f $70.0
$12.0 y/ /
$10.0 $60.0
,»4\ $50.0
$8.0 ; . / 2
PN / \‘Vfwf‘w $40.0
$6.0 :
— $30.0
0 $20.0
$2.0 lllllllllllllll $10.0
s fnnnninnl
$0.0 $0.0

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 20 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
2010 2011 2012 2013 2014 2015 2016 2017

Source; PitchBook

*As of 6/30/2017
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2. STAGES - Statistical requirement

Stage

Seed 60%

Angel 50%
Early VC 40%
Mid VC 30%
Late VC 25%

Discovery
Validation

Efficiency

Avg % User Growth
in last month




2. STAGES — Statistical finding

* Founders overestimate the value of IP before product market fit by
255%.

e Startups need 2-3 times longer to validate their market than most
founders expect.

e Startups that haven’t raised money over-estimate their market size
oy 100x and often misinterpret their market as new.

* Premature scaling is the most common reason for startups to
nerform worse. They tend to lose the battle early on by getting
ahead of themselves.




(G capshare

EMPLOYEE VS. INVESTOR OWNERSHIP BY STAGE

0% e - . S
Common Only Common +  Series Series A Series B Series C Series D+
Convertibles  Seed

B Employee Ownership I Investor Ownership

Dilution of about 20% for each round
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3. METHODOLOGY - Statistical ranks (1)

Stage
Seed B e Yy
. Foumdess Qualitatively, Investors have rank, statlst.lcally
25%y - to know where you are, and how much is
e our startup value.
Staviupscn M pvalt _
W (Burned comparison-cost to duplicate)

dale

Business lin
e Star m
L

I
by 10@")(‘"%\1 UiILCOITT T11toltrireel PI\.,L CITCIl TT1TAdl NCULU JdOo 11T Vv,

You (R&D...) Friends/Family

* Premature scaling is the most common reason for startups to

Angel, early VC, VC, Inno fund

e PEFfOrm worse. They lLend«.to J[ese the battle early on by getting
Exp. vahiation ahead Of themSGIV@szs 15M  todM  to12M :

to1.1 to1.8 1044 to5




3. METHODOLOGY — Berkus Method (5 factors) (2"9)

5 factors that impact startup value.

On a scale of SO to S500K, assign a value to each factor that reflects the startup’s
level of achievement to date.

The S500k is based on an assumption about the maximum valuation range in the
region:

» if valuations of startups in Silicon Valley average $2.5M (Angel/Early VC round),
then each of the 5 factors is worth S500K.

* valuation range in Vietnam may be less.




3. METHODOLOGY — Berkus Method (2"9)

Factor | Range __Assigned Value

Sound business idea S0-S500,000
Prototype built S0-$500,000
Quality of team S0-$500,000
Strategic relationships S0-$500,000

111

Product rollout /sales S0-S500,000

S
S
S
S
S




3. METHODOLOGY — Risk Method | for pre — revenue SU (379)

The Risk Approach Method compares 12 elements of the target startup, using the
same average pre-money valuation of pre-revenue startups
The 12 elements are:

Management risk

Stage of the business risk

Legislation/Political risk

Manufacturing risk

Sales and marketing risk

Funding/capital raising risk

Competition risk

Technology risk

. Litigation risk

10. International risk

11. Reputation risk

12. Potential lucrative exit

=

© 0N UAWN




3. METHODOLOGY — Risk Approach Method (3")

very negative for | very negative
positive for growing
growing
+2 +1 0

Risk Factor

Assigned Value

The average pre-money valuation of pre-revenue companies in the region
is then adjusted positively by $250,000 for every +1 (+$S500K for a +2) and
negatively by $250,000 for every -1 (-5500K for a -2)

INNOVATION
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3. METHODOLOGY — DCF (4th)

This method needs to predicting financial model, business model and review almost
strategies to get how much cash flow the company will produce,

And then calculating how much that cash flow is worth against an expected rate of
investment return. A higher discount rate is then applied to startups to show the risk
that the company will fail.

This method relies on a market analyst's ability to make good assumptions about
long term growth which for many startups becomes a guessing game after a couple

of years — which need much challenging from experts.

This method is almost used by senior investor (VC) with complex calculations

[NNOVATION
CAPITAL
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3. METHODOLOGY — Comparable Method (5t")

This method looks at the implied valuations of other similar startups
Come up with the assumption of the ratios are the same for similar businesses.

For example,

- Startup A is acquired for $5,000,000, and its website had 100,000 active users =
S50/user.

- Startup B is in the same business, has 2,000 users = use the same multiple of
S50/user to reach a valuation of $100,000

This method eliminate many different between Startup’s competitive
advantage/disadvantage in doing business.



3. METHODOLOGY — Challenges for investors - risks

- Dilution
|

Management

Risk of / iRl Business risk:

business . and - :
transfer information Idea and project

INNOVATION
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3. METHODOLOGY — Typical Failure

Business valuation is never straightforward. And there are so many factors, for a
startup this is even truer because there's nothing to go on.
- It is best to connect with a professional services to come up with
professional areas.
- It is best to discuss friendly with the potential investor so that the business
owner and the investor agree, especially as this figure will go on to decide the
startup's valuation.
- The assumptions, valuation, implications, need to get insight challenging
(in house or with experts), be cause in the end, it is you to approve all the
factors: social, economics, potential market segment, your idea-solution -
product/ market fit, your competitive advantages/ disadvantages, your team
and abilities to implement your source to win the market.

INNOVATION
CAPITAL
MANAGEMEN
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AGAIN, STAGE CAUSES BIG IMPACT

; Pre-Startup i Startup ! Growth Stage

Entity cycle

: Overlap

TECHNOLOGY
VALIDATION

HSCALE

Business line BUILD

l — .— — — I
v ) Businoss
: I : B B2 S e
i ; Pre-commercialization : ’ i
i | Founding team  Refinement of | Value Large A
! | is formed, core features, | proposition Round,
f ) . many customer initial user refined, user massive
v ' | interviews are growth, metrics | experienced customer
' | conducted, and analytics . overhauled, acquisition,
) 1 value implementation, | conversion back-end
i | proposition is seed funding, | funnel scalability
. found, first key hires, | optimized, viral  improvemen
| minimally viable pivots (if . growth ts, first
) | products are necessary), first | achieved, executive
Events : | created, team paying | repeatable hires,
' 1 joins an customers, | sales process process !
j i | accelerator or product market | and/or scalable Iimplementati |
i i | incubator, | fit. | customer L on, |
. Friends and | acquisition | establishme
. Family i i channels | ntof
' | financing ' | found. | departments
’ i round, first : | |
| | mentors & | ;
: i | advisors come | |
! | on board :
5 . You (R&D...) . Friends/Family ;
| Pre seed 5

CAPITAL

Seed f : INNOVATION
) MANAGEMENT
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INVESTORS PRIORITIES IN INVESTMENT
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For a close

opportunity For

for M&A to contributing
your current back

business Investment

in Startup

For
challenging
of
management

For being a
real
entrepreneur




INVESTORS CONCERN IN INVESTMENT

Investors face main risks:
Wrong due diligence, startup evaluation and valuation
Wrong term-sheet/ agreement in deal
Wrong identification of needed resources for startup

Incapable in supervising the investment
Exit risks

Invested Startup faces main challenges:
Wrong business model and strategies
Wrong executive organization and H.R
Be killed by big competitor before getting return for pioneers



TYPICAL FUNDS
8o (@), ~

Investors Process Fund Management

Investors typically are: ICM studies market (local and areas and Follows with NAV management mechanism

1. Entrepreneurs gIOb"’}I) t(_’ find extreme potf_antial _industry, - Monthly revaluation for NAV and wealth management
specially in new trend startup industries.

communities’ fund (Angels) oo _ - For fund’s profit and within limitations, base on
University/ Academic funds ICM studies Vietnamese startup pool to find professional due diligence tasks and professional
potential matching deals investment ability, ICM will invest to the startup and

_ _ _ ICM develops a fund thesis for open calling exit the investment to create values for investors
Public Private Partnership to interesting investors

funds

Public Venture funds

- Compare fund’s investment performance with other
With initial MOU, ICM starts to build fund funds/ investment

management infrastructure for the fund,
includes but not limited to:

- Fund charter (with investment and risk

- Units exchange or Units investment follow with fund
management professional standards

management policies, fund - Continuous growth and highly diversify portfolio
representative board, fund management ICM brings fund management servicing (follow with the
agreement, ethical codes, investment term-sheet’'s covenances, investment management and
procedure with auditing framework...) monthly reporting to investors, represent investors in

- Open fund with DPI, and follow to the law daily management, with ICM’s networks and investor
to serve the fund resources to bring growth for investees, find the way for

- Executing investment and risk exit the investment or structure the investment...). Fee of
management and fund management fund management is maximum 7%/year/NAV. With bonus
procedures fee



TYPICAL FUNDS

(203

Entrepreneurs Communities
Investors typically are:

1. Entrepreneurs who want to
come back to support the
next generations:

* They have trend to invest
in people and close
industries  which  they
have experience

« Or may want to contribute
to their home town’s
startup ecosystem

2. As being entrepreneurs,
they understand about
business and contribute
much more than just capital

3. They don't really expectin a
high return, but in a social
contribution recognition

4. They lack of investment and
investment  management
expericences

4

University/Academy Funds

This kind of fund is for pre-
accelerating programs support
for founders from R&D to build
an initial business model

Universities often develop the
source of startup in students by
organize competition and chose
the top to fund the seed.

Academy areas often use their
own source of research from
scientists to start for a business

Big challenge for these areas
are IP issues and fund
management infrastructure that
may help the investor a
sustainable startup ecosystem
development mission in
supporting students/ scientists.

Public Venture Funds

They are investors who seek for
return

The Public Venture Funds are
more popular to everybody, they
are open with a typical
investment industry(s).

The different level of
understanding about
investment, lack of information
for invest, lack of source for
making a deal and lack of trust
keep them going with a fund
management mechanism

)

PPP Funds

PPP Funds are often start by an
idea from public areas, which
may along with a sustainable
development mission for a
specific receiving targets.

The private area come with
public one to empower the
efficient of mechanism and the
resources also.

That is quite similar to the
Entrepreneurs Communities
investment, except the thing as
having more strict regulations to
come with  as using Public
sources.

In this manner, a close definition
should be mentioned: Public
seeding fund also have their
mission to support startup
ecosystem, but they use the
concept of support, in steed of
investment, the thing that we
don'’t focus, here.



TYPICAL FUNDS - ANGELS CITY (BY ICM)

The concept:

The Angels City provides an environment for investors to participate in angel investing in big cities Hanoi/

HCMC/ Danang/ Haiphong

For each investment:
-Maximum 30 investors (local or foreigner) are invited to come and evaluate the Startups and decide for
investment in any syndicating group
-A new fund is created and is mandated to ICM for management (fund manager under Decree 38)
-As when decided, investors contribute to the investment fund that will be awarded at the end of meeting
-New and seasoned investors collaborate to leverage their combined knowledge, resources, and
experiences to research and select investees
-Angels City is designed to help investors very firstly invest in startup or even diversify their portfolios. Help
investors to, together, create long — lasting connections in creating a professional investment environment
for startup ecosystem



TYPICAL FUNDS - ANGELS CITY (BY ICM)

Agenda

Every month, ICM invite interested investors
gather to participate in the Angels City event.

For each investment round (decision is
limited by 8 weeks), a new collaborative
process is kicked off supported by a team of
experienced angel investors and ICM.

Each round, each investor is expected to
invest USD 4,000, which totally will be
expected for a maximum USD 120,000
investment.

Before the opening day, investors will get 10
Startups pitch decks and being filtered by
ICM with criteria to help get 5 best to go on.

At the opening day, investors will meet 5
startups, all investors will listen to
entrepreneurs present their pitches and
investors will be divided into small group for
due diligence tasks (4 groups: legal —
finance - business and sale — strategy)

&)

Extensive due diligence is performed before
the investment decision is made at the
conference in a majority voting format.

- First two weeks after pitching day: each
investors small group will make their all
due diligence on main areas.

- 3" week: investors gather to a full report
and challenging

- 4% and 5" week: all team review with
valuation and decision on the best one or
two startups will have been invested

- 6" and 7" week: fund management
mechanism and term sheet for deal(s).

- 8" week: disbursement

During the due diligence process, to learn
more and report back to the larger investors
group by a formatted process helped by
ICM. Meetings can be joined in person or
online.

/\’

Portfolio Management

If a LLC is created, the investors will follow
their rules and create organization chart with
full of roles to follow with investment
management. This method is free of fund
management fee but need time expense and
monthly tax reporting  without fund
management professional services. Also, a
transparent requirement will need to be
raised for investors.

Thats why a fund is created and is
mandated to ICM to manage, ICM will start
the fund management servicing (follow with
the term-sheet's covenances, investment
management and monthly reporting to
investors, represent investors In daily
management, with ICM’s networks and
investor resources to bring growth for
investees, find the way for exit the
investment or structure the investment...).
Fee of fund management is maximum
7%l/year/NAV, without bonus fee.
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BUSINESS MODEL REVIEW AND FEEDBACKS

PARTNER
NETWORK

KEY ACTIVITIES

KEY
RESOURCES

VALUES
PROPOSITION

CUSTOMER
RELATIONSHIPS

CHANNELS

CUSTOMER
SEGMENTS

COST STRUCTURE

REVENUE STREAMS

VISION AND MISIONS

Canvas Modeling




BUSINESS MODELLING — MY IDEA

JUST IN CASE YOU WANT TO KNOW MORE
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PRACTICAL Q&A

EMPOWER THE PROSPERITY

THANK YOU

www.innocapital.vn contact@innocapital.vn www.facebook.com/innocapital.vn/
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