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My Goals Today

I’d like to try and change your life.
And possibly help make you a lot of money.

| believe more students, staff and faculty at
universities should start companies.

| did and it worked out well for me.

Let me start with a case study.



Introducing Helge Seetzen




Helge’s Story -1

Helge Is the most recent university student | have
nelped become a millionaire.

* | Invested three times in Helge's company.

e Mine was the first fund to invest.

| invested the first time when there was only Helge
and one other person on the company payroll.

 The only other fund that ever invested was Mike
Volker's WUTIFE fund.




Helge’s story - 2

Helge came to Canada in 1998 when he was 19.

He completed high school in Germany, and spent
an obligatory year in the military.

 When he arrived, his first priority was to learn to
speak English.

 Helge had an idea for a student project (a
common theme among University Millionaires).

e That project got him introduced to Professor Lorne
Whitehead in the Physics department at UBC.



Helge's Story - 3

Lorne offered Helge a job in his lab as a junior
research assistant.

Helge's job included labeling storage boxes,
maintaining the computer network and helping to
build prototypes.

At this point, Helge was still a first year undergrad.

* Helge got excited about Dr. Whitehead’s
experiment to increase the brightness and
dynamic range of liquid crystal displays (LCD's).



Starting the company

 Helge and Lorne got each other more excited.

* |n 2001, they started a company called
Sunnybrook.

 Lorne and Helge introduced Don Graham to their
idea.

e Don Is a classic angel investor and very capable
mentor.

 Don and Lorne’s “Friends and Family” provided
the first couple hundred thousand of capital.



The Angel Rounds

Sunnybrook presented at the local Angel Investor
forums and several angels invested.

My fund invested along with the angels.
| also invested In the next two rounds,

And helped design the financing strategy for those
rounds.

Sunnybrook also completed an unusual brokered
private round with Raymond James.



The Almost VC Rounds and Exit

 The company was renamed Brightside in 2004.

» Brightside tried for two years to raise money from
traditional VCs, but never did.

* |In part due to the ‘Preferred Share Issue”
e This was even written up in the Globe and Mail.
 Dolby Labs acquired Brightside in February 2007

e For $28 million in cash




Helge I1s now a multi-millionaire

"oday, Helge is still in charge of research - doing
the same thing - working on high dynamic range
displays.

But now he is a multi-millionaire.

Now he can even complete his Ph.D.

He is still only 29 years old.

Professor Whitehead made a lot of money.

UBC made millions too.



More on Helge and Brightside

This Is a classic case study.

There iIs much more you can learn from Helge and
Brightside.

A more detailed description is online at:

www. University-Millionaires.com




This Is a ‘standard model’

e This happens all the time.

 Many of the elements in Helge’s story are the
same as In other University Millionaire
experiences.

e The funding processes were also textbook.
My goal is to tell you what they were.
* To help you become a University Millionaire.

 These are my recommendations:



Recommendation #1 - Projects

» University provides wonderful of opportunities
beyond the classroom.

* Yeah, | know you think you are too busy already.

e Getinvolved in:
— Student projects
— Student politics
— Something outside your core department
— Any activity to broaden your perspective



UBC Electrical Vehicle Project

Back in the 70’s the UBC
Engineers always built
cars.

Started as a way to avoid
a summer job.

Our project won 2" prize
In a worldwide competition
by Intel.

= Entrepreneurial training.

Three UBC University
Millionaires in this photo




Recommendation #2 — Do It Now

* Try hard not get a ‘real’ job first!

e Do It early In life.

e Being a student is excellent training:
- used to working long hours
- for no money
- Nnot yet risk adverse (because you don’t have much money)
- willing to roll the dice double or nothing every
day



Recommendation #3 — Be honest

 The real question is whether it’s right for you.

e Should you even try?

e Shouldn’t everyone try?
* No, it can easily ruin your life.
 How much is genetic and what can be learned?

e Be honest with yourself.




Characteristics of Entrepreneurs

e Lots written by VCs and academic researchers
e You may not like some of it.

« Sample characteristics:
- hot stove test
- first born
- entrepreneurial family
- Incredibly persistent
- Intuitive
- OCD
- weird relationship with father
- high serotonin levels



Entrepreneurial Teams

* An individual can’t be perfect.

e But a team can come close.

 There are exceptions (like Jim Pattison and Ted
Rogers).



Recommendation #4 — The Team

e |nvestors only back teams.
e Because they have learned the expensive way.

 And because they know teams can be much
closer to perfect.

 |ts also a test.
 To see If the idea Is contagious,

e and the leader can lead.



Recommendation #5 - Mentors

We started our first company, we were SO naive.

| now literally laugh at our original structure and
financing agreements.

Nevertheless, we grew to be #2 in the world.
Single biggest reason: Our Mentors.

Peters’ Law: All successful entrepreneurs have
Mentors.



Mentors

The most important controllable factor in your
success.

|ldeal team includes some grey hair and some
serious entrepreneurial scar tissue.

Good ones not easy to find or to get sucked In.



Mentors — The difference between

success and faillure

A good Mentor’s most important contribution Is:

To prevent the entrepreneurs from blowing up the
company.

Seriously.

In my first company, our angel investors / mentors
/ directors literally prevented that a dozen times.

In my own investments, have done the same
several dozen times.



How can they do that?

It's experience.

For example, many companies fail because they
run out of money.

That almost never happens to experienced
entrepreneurs.

Even a founder with an 1Q of 160 can’t learn
enough, fast enough, to have the experience.

Every successful company | have seen has
mentors / good directors.




Recommendation #6 - Network

e To succeed you need:
1. A Team
2. Mentors
3. Directors

4. Investors (friends and family then
Angels)

5. Financial Partners

o All usually sourced by networking.



Summary of Recommendations

B 20 D =

Get involved with student projects.

Do it now.

Be honest with yourself.

Build a team — investors only back teams.
Mentors — the most important controllable factor.

Network to find angel investors or financial
partners.



The Classic Funding Model

About 90% of tech startups follow the same
funding process:

“Friends and Family” for a few hundred thousand
Angels for a half million to a few million

Then either:

— An exit, which is increasingly common

— A venture capital round, becoming less frequent

— Or a junior public financing, growing Iin
popularity



Amount of Capital

Sources of Capital

A
Public Markets
Founders, Friends &
OUnaets, =t Venture Capital
Angel Funds
Strategic Investors
v

Age of Company



Adding Financial DNA

\ Resulting Corporate
‘- DNA is a Hybrid of

Entrepreneurs’ and
l “' Investors’ DNA

Check the compatibility first

Your
Entrepreneurial
DNA

Combined with

The
Investors’
DNA



The “Friends and Family” Round

 There Is a very precise legal meaning to “Friends
and Family.”

e Securities regulations provide an exemption to
allow startup companies to raise money from F&F.

* And the enforce it (surprisingly aggressively lately)
* |tis the easiest and fastest round of all.

e Butitis also the most treacherous.



Quiz: Why are they investing?

 What is the most significant reason they invest?

e Hint: This answer applies not just to the Friends
and Family round but to all rounds.

Expectation of a financial return?
Because they like the business plan?
The real answer —

Because they like you.




The Good News

e The first rounds of financing are usually the
easiest to do.

e The rounds are small.

* |Investors almost always know the entrepreneurs.
 The business is usually ‘still on paper.’

e So the financials look really great.

 And everyone expects to make 100x on their
Investment.



The Problem Is

Most of the people who invest in Friends and Family
rounds.

Really shouldn't.

Professional investors agree that the earliest rounds
are actually the most difficult.

Friends and Family investors almost never have the
knowledge and skills to objectively evaluate:

— Valuations

— Structures

— Market opportunities

— Technology



Uh, Oh!

These are our friends and family!
And we really need their money.

But don’'t want to have awkward looks across the
dinner table.

So what should we do?



The Solution:

e Fairness

e Alignment

e Governance

o All built into the structure of the
company,

 through the first investment agreement.



After the Friends and Family

 Depending on the family you were born into, the
F&F round is typically a several tens of thousands
to a few hundred thousand.

 Next are the angel investors and angel funds.

 They are the most sophisticated of all investors
and the most helpful (because most are very
successful entrepreneurs.)

e Securities regulation exemption for "Accredited
Investors” also with increased enforcement.



Getting a Fund Manager’s Attention

 What it looks like from my perspective.
 Dozens of business plans per week.

* You need an introduction.

 |deally from someone who has written a cheque.
* And has credibility with me.

e | wish It was easier.

BC Advantage Funds



The Business Plan

* Very simply — an intelligence test.

e The format must be perfect.

 If you have a web browser, there Is no excuse.
* The financials are the hardest part.

e EXcept possibly for the bios.

 |f you've only done a couple of dozen, get
coaching!

BC Advantage Funds



What happens to your plan

A complete product

T h A new business plan. development schedule,
e Looks like a lot of in-depth market research,

work went into this. detailed financials.
This must have taken
weeks to write.
11.0

by Robert van Goeben

-

& Kathryn Siegler

This will require a " | | Yeah. 1 gave it
thorough reading. a good scrub.
: Nothing there,

Wanna go
to lunch?




Just Don’t Feel Like It

The

VC

Life at the conference table

by Eobert von Goeben
& Kachryn G-n:_-gl-a-:'

hitpefwww.thave, com

Uh ... OK, the
technology isn't
defensable.

“What do you mean?
We hold twelve patents
in the area’™

THE BRUSH-OFF We did extensive due diligence

so let me give you some feed-
We like your company back. First off, the market is
a lot, but we'll have to too small,

“But Forester projects
this space to be $3
trillion by 2002!"

Your CTO is
inexperienced
in the space.

Well, ... um ...
Look, we just
don't feel like
it, OK1

“The Guy's authored
three books on the
subject. What more
do you want?"*



The

\'A®:

VCPITCH & |

VC PITCH # 12

“We provide a turnkey
intranet solution for chat,
newgroups and email.”

We're building cutting
edge collabrative systems.

"”Hmy cow, look

at the time!
Not for us. | better sign
18- 0 We'll pass. off.
by Robert von Goeben
& Kathryn Siegler NE
YC PITCH # 3 ENTREPRENEUR REGROUPS VCPITCH# 4

File Edit View Medify Text Xir

Sighld [
'::_.-'.['E : EnErEpreneur@ndfunds OO

From: VC Buto-Response
Subject: Re: My Plan

>0ur Company markets
>groupware soclutions...

This is an auto reply.
Thanks for sending your

plan, but...

Hmm...

How can
| spin this?

Umm...we're a knmda-:lg;
management company.

-

Wow! We need a deal in this
space, Tell me right now who
else has seen this?!

S

e ﬁé
=%




I'm glad
The ?rnu're . g“ha"ﬁ & Then we'll
:;teg:rs:;irl‘lﬂ en what! schedule
Y y- another
‘ ’ ‘ What's the i
series of
next step! ) I'd like to m_&etings
V schedule with the
another other
1 4 .0 meeting. partners.

by Robert von Goebean

How long
does this

go on!

& Kathryn Siegler

couple more
meetings to
keep the deal
alive, in case it
catches fire.
Eventually,
things will bog
down and
you'll go away.

N ~

“ N

e ~
We'll take a

What if
you're really
interested in
investing?

I'd just say
50 NOW.

Why don't
you just
say ‘‘no’’
now!

Um...Let's
schedule a

meeting to
discuss that.




@
“mpiﬂage leave a GME WEEH LATER;H
Th o 2
e B “...please leave a| ,
eep" message. " Gegy, »
“I'm leaving a — —
message to see “It's me again.
if you received We're moving
my business ahead with our
B - 0 PIH-I"Ir Please fin EI'IEII"IE., am:l
give me a call.” would love to
~ _ have you in.
|I:r' r'l-:JJrr.'l.:'r '-i'-ll::III l-.t:.u:'lllr.lr' f.-""‘- Please Ei-":_., me
& Kathryn Siegler a call.”
. L ~
ONE WEEK LATER... ONE WEEK LATER... THIRTY SECONDS LATER...
“..please leave a -ﬁT “.please leave ; ‘%@ “'M‘%" e re very
message. " Ll message. "' e interested in
. . . your company.
“Uh, I've left two “Just calling to tell Ring" We like the
messages. We're you WE V& gota team, and the
ready to close and | ) term sheet from = space is hot.
wanted to see if another firm and
. you're coming in. it looks like a done Um...
Please call me soon.” deal. Thanks for
- )\ taking a look at i Who else is in?"
5 my company.” | b
C -




My Experiment and Offer to Help

| already have a number of investments.
And directorships.

| should only invest in one or two new companies
per year.

But I'd like to try and help more entrepreneurs.
| believe the hardest thing Is getting started.

The next hardest is networking.



My Experimental Resource

www.University-Millionaires.com

A new site, still under construction, where you can:
Learn about starting your spin-off.

Read case studies.

Connect to online resources.

Possibly get introduced to mentors or investors.
Get some quick feedback on your idea.

BEST EFFORTS - NO PROMISES!



www.University-Millionaires.com

/= University Millionaires - My Idea - Windows Internet Explorer

@.‘— 0™ & | hkkpe v, university-millionaires, camyMy _Idea,html

W (& University Milionaires - My Idea ‘ s+ |k Page - (f Tools -

University Millionaires

Millionaires

Help With Your Spin-Out Idea

I would like to help vou with vour university spin out.

Pleaze give this form a moment to load. If yvou experience any technical difficulties, please call
Home Linda at 504-818-4930.

What i= a spin-out?

Description of your business idea

Help With Id . .
=t U Sass Flease write a few hundred words about the concept for vour business.

Case Studies

1. Helge Seetzen
s Please describe your business idea in 500 words or less:

University Millionaire
Presentations

Subscribe to the
UM Mewsletter

Contact Basil

J

Ho100% -




For a copy of this presentation:
www. University-Millionaires.com




