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The emerging industrial development in nanotechnology in recent years is moving in
a faster pace than ever before. In the early stage, companies in the emerging
industry tend to own intellectual properties, such as patents, trade secret, know-how,
etc., however, are lack of cash flow generated from selling products. To the
innovators of start-up, who actually run the company, timing at which to receive
venture capital or to draw in funding from the public domain, and whether to merge,
acquire or sell the company more often become key issues or turning points in
determining the success or failure in the commercialization regarding certain
technology. How to evaluate intangible properties or intellectual properties, and to
set up the right portfolios involve more and more complicated factors. The
determination of the best timing for the venture capital investment as well as the exit
strategy for the venture capital has become very critical to the gain or the loss in the
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investment. The exit strategy for venture capitals in the emerging industry is
regarded as quite different from those for the convention sectors, and factors
determining the exit strategy could include market acceptance, time to market, etc.
In this report, we plan to study the investment timing and exit strategy for the
venture capital investment in the emerging nanotechnology related industrial sectors
by taking a United States company, Nanosys Corporation as a case study subject for
investigation. We hope the results of this study could shed some light on
formulating the guidelines for the investment timing and exit strategy of the
emerging industry.

M4t

P F P 954841 - 2 F #43 Investment timing, Exit strategy, Nanotechnology,

2-iii



s I /?/“f/f’?r]f@ﬁﬁzj& Pl 95 R R /E?
EAE S LR e o=y e e et

B N BT oo s sssseeee s “1-

- AT E TR oo -6-
= ﬁ%%ﬂﬁ%é% ......................................................................... -11-
7 - FTEA ER T IIHH R E oo -14 -

R -17-

- - A AEHE A AL D -17 -
= - PIRE A ABAE L E B s -17 -
= - BN FBEAEP A Z P B -21-
T - BIPR Z BBV B e, - 26 -

W
4

- ﬁ&uﬂiﬁwégk ......................................................................... -28-
= B BT T ] B e -38-
L = PSSR OPRPRRR - 40 -

- - Z oK A ¥ 2 #7% 3E #55 (New Business Model).........coovvinne, - 40 -
- - F F P8 (Investment Timing) 2 13 3-(Exit) 2 4 g F1 & oo -42 -
R -~ HAFEIAEAEZHNTER T RFIFZER -43 -
z - - HAEZITRAE VTR TFIEZBF - 45 -
I o BIUTE B F ZHTT i - 46 -

2-iv



e /?ff/ﬂ?ﬁ;f?ﬁ/’véf P 95 R IR
RS e o= e N e

D SR -50 -
I A A E AT 3 -50 -
= A EFLIFZ T ATED FIL L - 50 -
Ty B Z T -51-
OB RTE A FFTR L A -52 -
T~ A EARAEPF 2 Nanosys 2 & i -52 -
T~ B EEEIEE NANOSYS 20 71 eiieiieiiie et siee sttt -52 -
HH1E B O NANOSYS 3% 38 oveiieiic ettt -53 -
L. NANOSYS  VISION ..vviieieiiieitieie ettt reenaeanee s -53-
I1.  Nanosys Business MOdel ............ccccveviiieiiiiii i -53-
1. Nanosys’ core teChNOIOGIES. ........cccvevverieiieree e -54 -
V. NaNOSYS” PrOUUCTS .....cveeeieeeiesieeie e e e se et -54 -
V. Nanosys IP situations and its IP poliCy ........ccccoevvieiiiiiiin e -55 -
VI.  Nanosys current situation-- Nanosys & = A %' .......cccocveviieieinenns - 56 -
2 C LUX RESEArCh 2338 oo - 57 -



SIS * 95 I A LR
FEE R PGS 1 )7 F AT

WP &

LATAITE E B EH oo -6-
2 A1 A B E TEIARR v e se s -7-
BVC 32 F AR covvvvvvvvoosssssssssssssssssssssssssssssss s -8-
- 3 SO -10-
IR 1 OO -41-
6 % X A ¥ 2 A7F & 5% (New Business Model)..........ccocoevvnne. -42 -
7 F P (Investment Timing) 2 13 3-(Exit)2. ¥ jg F1 % 7% 4 ... - 43 -
8Nanosys = @XM E )% * F L -45 -

HHEHSAEFESFEFASH

2-vi



~
+
~
+
~

+
~

BRI

Ty 95 PR A

o

RS e o= e N e

% P&

% ¥2 Nanosys Incorporation =£/]4% = ¢

EFMEALEIFHPWFNI L -9-
IPO 22 Trade Sale % 1 vh e i -12 -

STE A E T IR E R oo

S A EEE S Rl S a

Nanosys = & B % & &2 A 5 &

EFHA NPT a7 F

RTEAEE 2 HFTRR- RAEF
g

%
W

2-vii






7 EIE, fj‘;/f/i ik Pt il — )7737)‘77‘”5’”5%/5& # g7
W@ FACEAF BB = LA fy/7/

- pi‘fnﬁ\ilﬁp 28]

@A EAF L - TR A - AT R TR Y B E ¥
A ARE B 07 ,EEL']%L TG A X ZArERE N RN g TR AT AT B %
DERF LT L4 — i A B B $0 P B S B e P4 oy B A

FETM e AT A Feh @AW g g -0 2 F R RE PRI B RE
Az He¢F *ié_ﬁ‘ﬁm&%osﬂra frﬁ*ﬁ EFENFUNF LN EFLAET
B EBE A v X B A i F

DIE K AP B D 2010~2015 E R FE R~ p oA~ T AL Ead AR
-~V EANTPRE o 2FFEL O FH PRI F I 40 RE DL
AR F o 0 AQARFT Rl ~ 4?%* ° Si?f’{f’j‘ﬂ»% ER N A o o
p 2003 £ 1 2008 # -~ £ RGF S ATS R 214 AR E B RAE
ERAIAFEMAE & re.ﬁlmkgi ’ nw WEAAPPEHE S AT BT P
PR RORA 2 LI - BT 2 e Jid BT K E O REAPAFEYR
RPUHP-A G 34 57 ERFE 00 Ra § ENREN AR A LT
PR RIS RAPELRE D OMEBE LR T I IS EFE-
L or Ak 43 F #4 (Nanotechnology) 4p B 2 % > 12 &= & % ® 4+ Palo
Alto =7 Nanosys Incorporation % % &) > 2 ",f TaE gzt TR RE N
hRAIA B AL FG 7 ROFTE P’Jﬁ’rﬁi"%f"%ﬁd AP ORERPMATH
B A R¥E 2 A LR TR B E I BFEEEF2 23 PR TP g AR
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7 ,.gi;;;t AR hAILRE B E o e R L RGFES AL R hﬁ%,& ¥

ﬁiéstfé R ¥ EAZE 300 xigfnijanosys Incorporation, U.S.A. ~ i+ & 5 #

&1 Nanosys #;qg*ﬂ 4 F4£p o 7 (CDIB Bioscience Ventures » & % B ¥ 7 8 &
FAENE) B AR PHAIR bt’a‘» 7 3= # W= @ > Lux Research, Incorporation o
H+'§ FORFTHFE IR EAIRA SR F =2 7 FOREE BRIFD &R
BIGF S NATE A E P TR iE SR B S i N T F 5 A

1 15 Aug, 2006 http://www.investopedia.com/terms/e/emergingindustry.asp
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AFT 7 3 ek ) 5 Nanosys Incorporation, California, U.S.A.ch— 73 F 4L
B B AR "fﬁ-/&‘ﬁ AR ELAGARAF T Nanosys Incorporation = = %
2001 # 17 7 » t 2001 & g 2002 & ¥ & 5 £ £ 16.7 million (M) »
F 8P F 4143 ARCH Venture Partners, CW Group, Polaris Venture Partners,
Prospect Venture Partners, Venrock Associates % 2 # - 24 2003 & 6 ® pFig {7 % =
FEF LI FFT I AESFOL FLH 27 (CDIB Bioscience Ventures) &
RS SERENE 0 L UE A 'ﬁ Eastman Kodak, H.B. Fuller \entures, Venrock
Associates, Lux Capital, Arch Venture Partners, Prospect Venture Partners » = 3 & 7|

T

$4£ 38M-°3 X3 B45Me B34 RSP S ok - 475 o
# — ~ %2 Nanosys Incorporation =43k = &
Frer | ETEH(248) | FERFTLAR
Series A 2001.10 1.7 ARCH Venture Partners, CW
Series B 2002.1 15 Group, Polaris Venture Partners,

Prospect Venture Partners,
Venrock Associates

Series C 2003.4 38 CDIB Bioscience Ventures,
Eastman Kodak, H.B. Fuller
Ventures, Venrock Associates, Lux
Capital, Arch Venture Partners,
Prospect Venture Partners

Nanosys = @ 4 A T FFHc2 F PHB X TEREE  GLREFTHRZ
A2GRAIAFTEMAR AP RSP IENEFNAERY 2 5 rﬂr@;%‘» EE
FREBRE BFZHITLLL B BT B2 BT ERE S Pl g S
FoR b e (cluster) B 1 2 g 4 B B IR A FagkiR o b
&r Nanosys = & &gt 2 5F 4 (Carbon Nanowire) ~ = 5 st & # (Solar CeIIs) S pOER
=+ (Spintronics) > & ¥ 4rpt o 42003 176 * > Nanosys Incorporation F_Lawrence
Berkeley National Laboratory and Columbia University & BRI e )
% K 4F & #4L (nanocomposite) = Hriw &4 & m*&ﬁ Nanosys

2 carolina Braunschweig, senior editor, Nano Nonsense, Venture Capital Journal, January
2003 ppl8-26.
% Adam Feuerstein. Financial Deals 2003: San Francisco Business Times. San Francisco:

Nanosys, A big deal in world of very tiny objects Feb 27, 2004. Vol. 18, 1ss.30,p.26
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Incorporation e ¥ Kt A F B F L chx a2 2 S0vh %o I F < B Az f HF
A L EE AP E Rt o READ R FERANITOR &
Nanosys Incorporation 7 &k p % I~ FRiEle & > ¢ 7 & B &z K A LD
&+ > # 7 5 Harvard University - Lawrence Berkeley National Labs - the
Massachusetts Institute of Technology > UC Los Angeles> UC Berkeley = UC Santa

Cruz.o ¢ B4%% 48 300 % & 4] » A& Jl3efg 4 X2 chBRF e G E o °

Feb s 52003 #1107 22 CIA § % In-Q-Tel i % & ek 2.2 97 &

Nanosys Incorporation ;* » 7 & % & 6 8 5% - 5

2004 # 4 * > Nanosys Incorporation /-2 ¥ 3% & 4= = = B3 7 (linitial
public offering, IPO ) » 125 Nanosys Incorporation # &% % R ¢ ¢ (Securities
and Exchange Commission, SEC) =% p % 42 - Nanosys Incorporation 3] %
-3 3 115M EREAT DB E kB PT UBEEAEN S U K
P % 42003 = mﬁ‘f] #%3F % 42 > Nanosys Incorporation 4f < 7 % £ 9.2
M>m¥r3 % .£3|\/| E‘J”’g‘iif’

Nanosys Incorporation & 2004 # 7 * @ g ¥ - IPO » IPO i} 4% 3% 2815 F|
$17 ~ 8 625 %k o T A KRG ¥ 2% F 5 9370 § £ ~ 37 1.062 &
_i ;la o

%8 % 5p Nanosys 5! % "% flevi Fkn" g w T 'n’ﬂIPO:"éﬁf‘u;‘%-g’“
HARPE SR LD B LKA B L g A flRaiEinr o’

2005 # & Nanosys Incorporation £ & £ & F £ > 4} ¢ FRPFHFAEF
E'? m%a%’fﬁ}i R R RV P B

7 3 4-$t Nanosys Incorporation ficw 2 B + 5 ¢ 3> NR AR T 4R R
BAH G RALIERE ] 0§ R 3 BB D P (series B ehd BT F)

* Troy May. Silicon Valley / San Jose Business Journal. San Jose: Big bucks for

nanofirm_Jun 20, 2003. Vol. 21, Iss. 6, p. 1
> Daniel S Levine. San Francisco Business Times. San Francisco: Palo Alto firm wins CIA
backing Oct 24, 2003. Vol. 18, Iss. 11, p. 7
Dean Takahashi. Knight Ridder Tribune Business News. Washington: Palo Alto
Calif.-Based Nanosys Files for Initial Public Offering
Peter Moreira. The Deal.com. New York: IPO Outlook: April 26, 2004:[1]
Apr 26, 2004. p. 1 Copyright The Deal LLC Apr 26, 2004
& John Boudreau. Knight Ridder Tribune Business News. Washington: Palo Alto, Calif.,
nanotechnology startup Nanosys pulls IPO
Aug 5,2004. p.1
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Approach) » &g XiEchg 2 WA > — - F| I A BERBE R 5 AL Fan B
RB B LR FEE - MR H RO EF R F AP EIART BT A
FREIM A GRERE PArhiER (k) HY 3 EF BE RO Aem > 250
o FERE R AR o R 2 et A F e 2R A A
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© © N o gk~ wbdE

F 4 2 > IntiGroup = @ £ CEO- David Smukowski(2006] %>+ #7 £ & ¥ e
AT L AATRIR EF R ER RBEFTEZFTRNB L OKENGE
M (valueline) : fidhd= [ A A1 B ~ 2 SRH ~ B FEMAR  §2
B ~FEFTAE I R EPIREEIR T &M e EFH R
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low high
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B O1ATAIE £ % maRm
KIF o B2 > 3 R B RN MR 2 2 AL R o 38
T -BEFTHFE- BATAE R % hdpthen A3 élf’%‘ﬁ"éﬁfﬁ@;ﬁﬂg BATE]
FERAT L DLERTEE (Venture Capital » £ VC) » £ 4 S A A#H
oL RFISRIAANE G e A E R S%RiER

R TR

Bob Zider(1998) ¥ £145 2 ¥ 18 (v ¥ § w3 F a7 p|R A ¥ P
Fr il Rasmpdd o AN EFEF £94 % 7 (Entrepreneurs)~ £ & & 3¢ Y
g A RF Jﬁ (Private Investors ) ~ 7 & £ % B F 7 el F4117 (Investment
Bankers)» r12 5 H i =  plig 7 #-87 if B h4] 3 (Venture Capitalists ) » £ 48
AEBHACR 2977 o

Iy

° David Smukowski(2006)
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Investment
Bankers

$ Venture $
Capitalists

Entrepreneurs

Ideas IPOs

$ $ $ $ Stock

\ 4
Public markets
&Corporations

. Private
Corporations &

Government

Investors

Bl 2 4142 £ v m

Jennifer Koski (2006) i&—- 4 23p » F %1 o dobe - SR FTEF A
OB D FPEAGE ] @ &8P o & VCIF > 4 %;’l?—‘ﬁ# At
FOVC B9 £ R hid2 B AR T 0] v fcdR P i fa o o M
SR LR R - BATAIE £ PR ] RA R R
Bk S R EL 0 gt B AT T L] E E A o

¥ ¢k > iz & Burrill Venture Group (2006) #7iF e s® » — 4 AR F i A2 4e
B 3#7 o &2 VCF ¥ Aa+: (DueDiligence) Fif » 2 & 325 f £ 94 57 3
.42 (marketsize) ~ FEp4 2 # (IP) >~ % (Competition) ~ #24# & & (License
Agreement ) ~ 5 ¢ B¢ (Management) ~ H sk *& (Technical Risk) ~ B4 7% i v&
(Financial Strategy ) 7 1934 4| (Exit Strategy ) » * % ¥ A3k 4322 £ L F 1
Py > 198 i%i*m& Ao~ HE oA B¥ L3340 5 IPO £ Trade Sale
oMY EEIHEE S G e /,%f}%lf”—_#&:i" - &R A

19 Bob Zider (1998)
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Business Plans Inquiries and Contacts

LOG IN

v

Designate team for project follow through

Business Plan of Interest

v

Preliminary Review by
Select Advisory Board

Members

Company Meetings & Presentations

v

A

5

Evaluate: Market Size ~ IP ~ Competition ~ License
Agreements ~ Management - Budget ~ Technical

Risk ~ Financial Strategy ~ Exit Strategy

Due Diligence Process

NoO €S

Rejected

Prepare Preliminary Investment Memorandum

v

Issue Term Sheet

v

Negotiate Deal and Funding Strategy

v

Prepare Final Investment Memo

v

Final Term Sheet

v

Investment Committee Decision

v

Execution of Deal

v

Investment

/EX\

1PO Trade Sale

Introduce Bankers » Network/Access

* Pricing Committee Help * Deal Strategy
» Access to Investors » Deal Execution

« Financing Strategy

B 3VC# Finamt

Y“Burrill Venture Group (2006 ) » A
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Bob Zider (1998) Eﬁiﬂ D BEHNAR A FEE L > 1 E VC FHRTF dFen
B N E B R AMFNL R FINKFT AR EL LR R R
Fb - A B PR L agmd 4 ’1?»}1%1 &g B 'F}°¢_80-§-‘f¥’}a 20%
SRR TFTEE N RRAE 90 F NP R-ERA D AT AR F B E T G R
SHA S T HBEHMS R E 2000 & 15 B L $@xﬂvca%mo—am

% 0 % s #24t (Nanotechnology ) A ¥ #-8 7 - & VC #-¢ ik cr4f 5 (sector) -

Arthur Rock (1987) g4 ﬁ,vj#}:é‘a’i ELERd, 1) HR AR enRa: (Strategy)
XHOFIE 0 B E & IR E P endie (Tactics) - Mgl EHE X 2 & i
AR T FTEA e g ki BE ¥ 3’&7&1 FSABE Y 34 ARERGES 2
BAE PR A HEENE RN o T ob > Arthur Rock e 3k £ b rein g i3 %
Fawmo FAAFUTHSOBETHR N - Y EF R MR 2 ﬁ’“ FT4]
i?—f‘—m%\ PTZ. ’R,?:Kﬁl;_g /7F‘-:§ °

133% Bob Zider (1998) =4 45 > VC ii’“‘ AZiE 80% e F £ €K F B E
¥ S AW ¢ £ (the middle part of the C|aSSIC industry S-curve ) > » r LB E )
(Adolescence Period )» fe ## > Fg &, 3 #7414 (Start-up) £ = 3 # ( Maturity and
Shakeout) # ¥ o @ > 7 # % £ 25 F (Winter) » st £ 2 prenflt F
umm)ﬁﬂ&ﬁﬁﬁﬁwwﬁﬁﬁs’éﬂ@%¥Vciﬁ&%*&%ﬁ$o
Tan 3 i FatEd BBREFERS DL LR ARG - 2
BidsafiFoFli- BEERN I guz &40 F 5 Mt (Critical
Components ) it & 3 3L I2 5 »x - Bob Zider (1998) #-4p b B 4214 w8 i+ B 12 4o
FoodipeEdy BARY DT RMBEY ERET P LR
BTk RM Mt 20% 0 ok Bt e RS 53t (f;;{ ;;

50%)  Rl=x# Frg - * > VCHigEF 2> 41328380 0
R s e N
E %2 et peei U
Company has sufficient capital 80%
Management is capable and focused 80%
Product development goes as planned 80%
Production and component sourcing goes as planned 80%
Competitions behave as expected 80%
Customers want product 80%
Pricing is forecast correctly 80%
Patents are issued and are enforceable 80%
Combined Probability of Success 17%

2Bob Zider (1998)
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R Y AR 0 & ST = 2 5 (Valleyof Death) > H & ¥ % 3 on
PR S Sl R B AT 2 PR GRS SRR L A A S AR
RFFHRT SPIE 34 E T2 6 AR(VO LR T et b4 § #4458
baw b T DA B 2w ik i B3y e0- Mezzanine 0 % K g F 0 0t B
B 7 oac g B O s enic R R > 2 3 < A ¢ K (Mergers and
Acquisitions > f§ - M&A) » B ié 4 # w4~ = 2 B3 = (Initial Public Offer, IPO)

HIER > 22 2BERF AP o

Secondary offering
'

Wils. Margers and Aocquisitions, ’
Strategic Alliances -
P
- .- i —
- H ——
= d C tal = H -
- == apita - Early Stage H
— SE_EEI Fumads. ' Mezzanine Imitial
= Susinsss Angeis : . = Public
: / O ffering
— 3" poumnd (IO
L J-r.-"'rr finamcimg
o ;
;""r =™ rownd
-!.Q'Q financing
T
a'st_ e . Later stag=s
o =¥ rowun
< \ ,f’{'.a ncing

alley of Deaf(l'.l,.f

NS

TIME

QIEESNE Y
BPEFEHTHEA AP EFrP oz ool i - £ LMy
Bt EL A AV F R YR T a3 £ B mplI g F 2o r > 2430
FHRHFEF - AT FBREETRH T A LA » 84T
(Financial Valuation ) £ 2tp433:% (Non-Financial Valuation ) » 4p k# 74 A5 32 A
Richard Razgaitis (2003 ) ~ David P. Brown (2006 ) ¥ Jennifer Koski (2006) z_ .
B AR AEIITAL -

1. Mars=i =3t
e Discounted Cash Flow (IR &/ & 3732 )
*  Price Multiple (i 3 %z )
« NPV (GZmiEi*)
. IRR/MIRR (p R4RFY 2[5 I {8 N FRIFFVF 2 )
e PB/DPB (% fci "UTH v o £ 1)
2. ?Lﬂfjﬁ.?‘;i‘-f%: = A
e Industry Standards ( & % &%)

BMario W. Cardullo (1999)
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*  Rules of Thumb- Experience (‘55 % P )
*  Monte Carlo Method ( 5 # + %% )
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T

R AR N

Koen Vanhaerents and Helen L. Shround (1998) #+*t £]3#3i335-7 2 5 = F b
AR R FRZALEDP > A& IRFTFIF £ F (F investee companies )
ZFEEEEEAAM DT BES APRTED DL o R AR E TS
R U T R B RA N ERE R B b 2 B % THFFEI BRI
ek o *‘%’Jﬁ%’ﬁfd Bom BAg g Al A R EPTF o Fl A FILT R
VA Lot G g F e B RTHF LG B3I 5 E R R T
FF @ gl ¢ (European Venture Capital Association, EVCA ) izt %
Sdp o TR FIIHOEE MG 8 E o THPERL 00 g ILBIAP M B2 o
%%’Q%%%%ngvcgziﬁﬁ%@#m%wy—@&zimﬁg%{
JHNER E R RN OIS R EHABEF RRT O TR YR
FRIFROPE R IR TFTRMAKT EERFHCHIF G Ak
LGl ER - AR E S T BRI RS o AR TR RRY 5
BEXFARTMLFF > FE o RFTEGEOTFF R PR G e o B
A

RS S N L i

Koen Vanhaerents and Helen L. Shround (1998) % % 73~ ;% (Exit Method )
ARG A TR HAT

1. An Initial Public Offer( IPO ): An IPO is the offering of shares to the public,

normally followed by the listing of the shares on a stock exchange.
2. ATrade Sale : Atrade sale is a sale of the shares or business assets of an

investee company by way of a private sale agreement.

- ARG IPO #t Trade Sale {4t 5 & @A K if o fed 3073 Fig 2 g
B (2P E s AENF)F L THEEL O AE) THE PO il
#i 2 > > @ Trade Sale 22 Secondary buyout 3 e cfp § % o #7873 4Rt
2.7 > &5 H k4 8L > Koen Vanhaerents and Helen L. Shround(1998) #-# #32 4 4
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% = ~ IPO £ Trade Sale 2. i % %1+ o £

IPO

Trade Sale

#

1 3l re k& cnceD (Popular
with Management) : 5 d % L 5 H-ih
W X PG IR hE 4 2T
SN RFR T s e

1% % (Premium): & ¥ ¥ b
2LE 0 IPO ¢ 4& e fdF v T
MR F7igPla g xFm 7
Fibd FE 2 FERTF
Rt AR B g -

£ § ## (pre-emptive)
P Sl 2R

2.8 & (Simplicity ) : 4p #3% IPO >
Trade Sale crfg & #-i¢ * i & >

%% % > (Retained Shares) : & F
THFEEFETRE A F L ER
k& £ enq] i o

3.H- % 2 (OneBuyer): % % if
fed o R R R BT K
IPO A7 & 2 F 478 2 B
BHEFT o

4, R 4 7 oz = ( Position of
underwriters ) : &+ ¥ # ki
FHF AL R E AR E D G

4. % #1333 (Full Exit): Trade Sale
AR R EREY T
H- o

1.5 % r¢ & n & 4= (Management
Opposition ) @ F1 & # F| 4 2 7
A 0 RS P 4 Trade
Sale # ¥ &5 chiy B o

2.7 3 b *%4 (Marketrisk) : # g
CHAEA AR et T oA R
IPO < #7 «

2. % % 1+ (Confidentially ) : ¥ %
e s AR O AR B
HF oL 4L o

3.2, % 3L (Image) : #5227 A
T REAATETR R A S SR

2P R B v LG Rk

3.2 v (Warranties and
Indemnities ) -

4. %% & = = B3 (Less than Full
Exit):id ¥ - B IPOY AFiE- B =
2 EpEERIE o VC ¥t P Ak
chd £ 4 wpr A IPORFEZ ¢ 3
3R R

“Koen Vanhaerents and Helen L. Shround(1998)
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Jennifer Koski (2006) 1 4 “c IPO & 3 — 4t a3t 4l 7 - BN E s
# (liquid market for stock ) » 784 & & & IPO P* § #-% (> e F 0L %E%;\ TR
2P BRR R Sg e BE f UK &’@miéﬁﬂFWﬂ%%wi?mﬁﬁ°

Tk B4 A A D L il 2

3. Recycling : Asale to co-investors or other private equity houses ( Secondary
Buy-Back )
4. .Abuy-back by the company or management.

&4t buy-out (FFEdept) 3w f (2006) 8 > 3% p o RPN & R $413R
# 4] Buyout <hg 2 - B §~ % 2 & (Private Equity Fund » #§ L PE) 2 # & I
FEEFEE 152 BE~HT - EHA2% L E L ES EPERL OF
iﬁ»’ﬁ 9600 § % ~ - > E_Buyout Fund (fcpifk &) 24137 - PE P R 2
“%”3—4\ SRAFIFARABEDAELN TS V- 5 02 d N SFAHETRK
TR ITEIFE -V Ae 2B FERET 0207 Fla ¥ 3§ 20%38 T 4R
2 R R FRRAPE R S AR F RN R R ¥ RO PR
FHRAREL > R ELRE ERPFREHPOIR - J 2= P LG THFERTT
FEEEWESR2 DB o BRP AR E- BFATONR - FF A ST RLE
FEMAE R g RO T ORE R AR TS BN R R
f# 4] = Buyout 2k & = TR o

Koen Vanhaerents and Helen L. Shround(1998)~ & # 7 & %] IPO & Trade
Sale & » #7% Jf 3 & T Z 40T !

L A FRF LG ATR A7 B HIPO- 2 p kg £ F3F 5475
1?ﬁﬂm@i%%m’4@ﬁ% R RPN
i~ " 4= ( Thresholds for admission )
a4F listing == & (Costs of maintaining the listing )
4% F e (7 (Publication of financial information )
. aH @B Feadm b3 4% (Dual listings on other markets )
. 5 ¢ 4 0 IPO (Multi-jurisdictional IPOs )

2. %] Trade Sale s4p B 34424
o W EEI (Negotlatlng warranties ) © w3 3 % 3 M L iFE
B amgpr 7 bo My ¥ o ‘Jﬁﬁit’ B FER A ’ﬁ
R ATRPEGR G o TR 29“?3-% H AT M R PR R o
e @ &4 (Tagalong clauses) : ﬁﬁ: PrApRESRR S S



o e S S A b1 0 3 5 1
kit o S el
Prriplif 2 fple @l s g HEnp -
e HFfEixi (Comealongclauses): ¥ 5 #cé 45 4 3 st > #cd
A ARl iR g A .
"Ll 5 g & (Limiting contingent liabilities ) © & Zf "4 A k¥ ag 3
R
. ¥ T #Fp (Earnouts) -
e FEE# ) i% 3 (Non-compete clauses) e
k- P » Koen Vanhaerents and Helen L. Shround(1998)~ #% 1} w i Bf > 12 354 |

KT L0 - g

1. 333415 % (Exitcontrol covenants) @ }* & 47 5 &d Fulx £a
FooRE 1T Boi P 3 e e i ] 2 ARSI A KT ehY A
Jm o
o GEF EFIAZIPO & &_Trade Sale ? 2 = #§ 2673 2 ?

e REREALFING IR ?

2. ¢32% ¥ (Management covenants) : #% i VC 3~ 17 § flenix§ 2 £4 L
% Pl B AR TR o

3. #l#mrc% (Ratchets): BB EATAFILF ™ 2 RFEFHFAE L, F D

Ak B2 VC okt » 4§ £E m @8 %

1iEH A (PutOptions) : § - THFP £2E L I5F > & Ry

PR A F 274 | VCaiim o

S
ﬁ‘awﬂ- |

r - MEBAERFTEAHRZ

HEAAMK T ISLAREATEE LR AP FE S £ RBAPFAY 7Tk
#2.¢ Jennifer Koski (2006 )~ David Parker (2006 ) i3 3 42 > 14 2 Burrill Venture
Group (2006) Hf#l » AT g B i A PHEITELE > P By S
PEFEHNDY DR VFLERTH BRI RAE - IRATHEP T T &
BIA ~ et £ B 0 SRR RS THFR L 68 EFLETEA
Round # BRound c3f % » VC I T 4 g HF~ & » B> » 1 » 37
TR R o A e ok o 2 chg AR -
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e REAERTEAHELD

e B Stage 1 Stage 2 Stage 3
( Early/Pre-Reve ( Traction) ( Growth)
nue )
W H AN £+ 44 %% | ARound~ % # £] | BRound ~ PE
(Investor Status)** BEFS 37 | &
&
N LI $1-10 million $10-50 million $50+ million
(Pre Money
Valuation)***
TEHME £ $2-20 million $20-40 million $40-100+ million
(Target Amount to
Raise)**
S BPR e FEEFE E L | ATDE B T~ MY
(Management Team)*** | 4 72 @ F3
B B 20~35% 20~30% <25%
(Equity Interest)*
19 H-pF R (Yrs) 6-8 4-7 2-3
(Time to Exit)*
R EaCE 10+x 8-10x 5-8x
(Return Multiple)*
LA e WALETR > P | IR AT L € | 4% G L &
(Sale Axiom)** ,Th Zvk (Where | B 1% e A & |ZEAF TR G
there’s mystery, | ( Confused | i£ 20 & > 1% %
there’s margin ) customers don’t | &% 4 & (If your
buy ) customer  can’t
repeat your
message, you
won’t sell )

¥oob o APy L FIRFT 7 4R 4 - Exit Strategies for Nanotechnology Companies
P 3R ¥R & RET 2 K A $ 3 F 572 o The Nano Group Incorporation
4,3 David E. Reisner 45 ! PRE - BAFREE, A7 R Bitop e il

TAc AT K AR DRSO B AR
BHAA S R SRR (FERGY ) e F R -

R RN

TR H

G iR

15¢Wt’§2$ - Jennifer Koski (2006)*; David Parker (2006)** ; Burrill Venture Group (2006)***
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3. ﬁﬁfﬂ’& 5 A PE RS H P ER R
4. EMARDR G 5+ 220 9TF} DIP i FREL WS F %
fml‘ﬂ v A R S e~
ImaRx Therapeutics Incorporation %% Evan Unger £ =% 5 33 193 v $#H48 F
FAE R o ImaRx itk eha 70 FREPUL f S TR P R
e H A B A G T EHaw £ E 2 35 & {ek - Evan Unger WA A
HARM 2P A &R R € B IS P4 ER > fcImaRx 2 7 ER R
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2006 & 2 f PEFF L2 F LB > FRBRTF A ERF RS
FedR 2 P £¢ 2 X g A 0 GE $#i7& Jeffrey Immelt -3 F fL 58 5 R i
REIIEERFRED c 2L RALRREILARZ K PHDFE > 2 RE p * FT
Fk ~ B 5 02005 # 77 ;%F% L+ %~ =+ ¥ LuxResearch 4F £ 5 1 & 2005
EPp LR IR A EE ARSI 6 iR E AR A EE v 2004
ﬁ%ﬁpﬁi4°mﬂﬂﬂﬁa%”4ﬁﬂim’F“%MEﬁﬁpQ;i’ﬂ
Frwks s L e maE s B eny LW 46 mE AP oM E 1T EA(E
Bai) LW 1T REA(MPA50) T mITREA(MABMEL) 2 ¢ ¥
Lo~ A5 E A 2004 EH AT AL A HY A2 I0REACTHIT R
FA w85 REACHAE A1 RE R -

ERE LF S U SN gt
%2005 & N A PFEPBIIFT LTI REA L EMAKT LT A
2.2 0 b 2004 EH A A2 LS o 12005 EAART A R 20 E S
W25 ALY RFFART R e X LA R L AP e &
2005 & % b1t 2004 £ T A2 LS 0 K45 BRTE 0 TEER T A(E
#1+)5 10977 & % ~ - Series C ~ D 18 4L F 3 4o Nanomix ~ Aspen Aerogels
NM%WQ %5 6] 02005 & & RIRATE 2 end F AL D P K AZiE 1500 o
He 9@ A2 Ltapdi(p 1998 £ 0k AN EELRFT AR~ L 9 A2 -
PRI S5 T BB AT & & AR T R A
’W*5°%m4ﬁlﬁﬁ#'m*+%ﬁéﬂﬂ$lmoﬁiiﬁ’ﬁﬂﬁ?
B0 FEFREEERIMTI 2z a2 a® L X fdbe s ME S SRR 46 S
BRSPS 2 AR § - SRR MRS S PR
?%mﬁ%°mmﬁiw P 9F 104 B A K AEE o
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des 0 2015 & g
¥

25k PEH &1t B 2015 & U Eh - AR E RS e B
g 4 Bl iae M N :‘H:
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16 “The Nanotech Report, 4™ Edition”, Lux Research Inc., New York, NY(2006)

7 «“The Nanotech Report 2004™" Lux Research Inc., New York, NY(2005)

'® Tullis, Terry K., Current Intellectual Property Issues in Nanotechnology,UCLA J.L. & Tech
Notes 12(2004)
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A ERE TR A el s W N o B - SN AR e
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(MRAM) > f %% 3 A S0 P 5 S 4% T K FHSL 2 F N33
A& 2 ’«H—'? # A F W~ P A ~4L R~ F4e Hitachi ~ NEC ~ Motorola ~ Smart Fuel
Cellﬁfﬁ’fé" BHhmi kA G a3 2 33K 13 o VAT B 455 R
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EREp AaD FIEE X REIER o 2N pLBEd A ad B4 2010 £ 3 2015
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# % 4p 1% (Nanotechnology Index, NI)#* & % Rz % 2 % “7(AMEX) 2 NNZ & i
B I EHA R E N A A PR ARER ) D = iF L gtk
A El IR A AHEAESL S L1990 £ R Ae 0 & 3 2080 £ A A
i o ¥ ¢k Punk Ziegel NI(Nasdag)f= Lux NI(AMEX) & 5 7 ez &~ f = 2
Punk Ziegel NI(Nasdaq)fe % £ 7 5 # $3 % 45 15442004 & 4 7 5] 2005 & 4 7 fL
g7 Nasdaq 254 85 12 » © 81 AR 0T ANz Bk P S e
2B DP s

%The Nanotech Report, 4" Edition”, Lux Research Inc., New York, NY(2006)
%0 Ann M. Thayer, “Nanotech Investing”, Chem.& Eng.News, Vol. 83, No. 18, pp.17-24 (May 2,
2005)

2--19 -



s I /?/“]5/;‘?#7@)%?& “ Fardl! — 95 W HF IR AT
FEHE R ISR IBES ) 7 R L]

I~z

R o S

dpthz e o F

Merrill Lynch NI(27)

Punk Ziegel NI1(22)

Lux NI(26)

Acacia(CBMX)

Accelrys (ACCL)

Accelrys (ACCL)

Accelrys (ACCL)

Altair Nanotechnologies (ALTI)

Altair Nanotechnologies (ALTI)

Altair Nanotechnologies (ALTI) |Arrowhead Research (ARWR) American Pharmaceutical
Partners (APPX)
Amcol(ACO) Biosante Pharmaceuticals (BPA) |Arrowhead Research (ARWR)
5 |Arrowhead Research (ARWR) |Cambridge Display Technology|Biosante Pharmaceuticals (BPA)
(OLED)
6 |Biosante Pharmaceuticals (BPA) |FEI Company (FEIC) Elan (ELN)
7 |Cobot(CBT) Flamel Technologies (FLML) FEI Company (FEIC)
8 |FEI Company (FEIC) Harris & Harris Group (TINY) Flamel Technologies (FLML)
9 |Flamel Technologies (FLML)  {Immunicon (IMMC) Headwaters (HW)
10 [Harris & Harris Group (TINY) [JMAR Technologies(JMAR) Immunicon (IMMC)
11 |Headwaters (HW) Kopin(KOPN) Nanophase Technologies
(NANX)
12 |Immunicon (IMMC) Lumera(LMKA) NUCRYST Pharmaceuticals
(NCST)
13 |IMAR Technologies(JMAR) MFIC Corp NVE Corporation (NVEC)
14 |Kopin(KOPN) Nanogen(NGEN) Cambridge Display Technology
(OLED)
15 |Lumera(LMKA) Nanophase Technologies (NANX) |Symyx Technologies (SMMX)
16 |MTS(MTSC) Nano-proprietary Inc. Harris & Harris Group (TINY)
17 |Nanogen(NGEN) NVE Corp.(NVEC) Veeco Instruments (VECO)
18 |Nanophase Technologies|Pharmacopeia Inc. Air Products & Chemicals
(NANX) (APD)
19 [Novavax(NVAX) Skypharma ADS(SKYE) BASF (BF)
20 |NVE Corp.(NVEC) Symyx Technologies(SMMX) E.l. Du Pont de Nemours &
Company (DD)
21 |pSivida Ultratech(UTEK) General Electric (GE)
22 |Skypharma ADS(SKYE) Veeco Instruments(VECO) Hewlett-Packard (HPQ)
23 |Symyx Technologies(SMMX) Intel (INTC)
24 |Tegal(TGAL) International Business Machines
(IBM)
25 |Ultratech(UTEK) 3M (MMM)
26 |Veeco Instruments(VECO) Toyota
27 |Westaim(WEDX)
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FRBEFAH L EDS 2 (OSTP) 2 & &7 322004 & 8 ¥ = =
Nanotechnology Standards Panel of the American National Standards Institute
(ANSI-NSP) » 124t 4] % 4 F 2 el %4 » #iT- F ik p A7 FF 8%
B AR R EQY 2930 P 2 HEE - R KHER- AP ELE T HEE
oA

R @

(1) -2 A WFFhe & $WIPEBAT AT irf o
(2) > Rl e s g2 A M & PR (Z B S A58 S 1))
(B) & Mo/ B F /b G376 > BB EE L X >~ RPDHRE

F ek AT EARERR 2 0 EERF A ) Ak Bk s A o
(4) B iRt i § 35 EEEHHT o
Bisrmrd B4 &% ¢ k%= - American Society of Testing and
Materials(ASTM)>+ 2005 # 4+ R EAEZ L F & 4 > £ 42 A P L@ iFL
g & Lt g ANSIENSP TF L gl e R B St o BB P L T A ER
, o

= AAPEFEMAEEL PR
L 2 X fE&EEY goRm

‘v £ < Tomson Group %3 & & 7% f1 /& 1991~2000 & 7% F fLH % ¢
Hiddce At gk o 2 LA 5 NEC(97 )~ £ M e L& (75
%)~ p = (72 1) ~ Loreal(72 ) ~ Sony(60 ) ~ 4c M+ # (57 i) « AIST(56 %)
Aventis(54 i )~Caliper Technologies(51 )~ IBM(50 )~ p = % & (46 i#)~Canon(46
)~ BASFAG(45 )~ 27 7 B £ $(43 )~ £ 37(40 )~ p A1 5 fjrir @
TEWBT )

PEAFWNFFALMEHEZ A NE Lol EMEFEFAFEFINTF
31993 ~ 1997 ~ 2000 & p AR P 7 K Frip b B A ¢ . 3 1997 &+ L+ 27
pPAgEERES Canons p = ~FujiFilm~ L3 ~ 7 ¢ % ~ Sony ~ Olympus ~
Nikon ~ JSR ~ NEC - 2000 # # - # ¢ # & 5 % Canon~ Fuji Film~ p = ~ £ 3 »
JSR~ 7 % % ~Sony ~ NEC ~ Loreal ~ = % i* & o 278 5 A #2153 £ & f 28k
d 1995 # 1531 i+ ¥ = 3] 2001 & 91796 & -

Lux Research 4F 2 3 &8 77 » p 1985 & 12 k % B e 5,87 3,966 & % o #
] 172000 f5 2001 & 12 J g 4 ek ¥ o i 1985 - £ A 4 29 %

2L www.nanotechwire.com (Nov. 18, 2004)
22 www.nanotechwire.com (Nov. 18, 2004)
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419K 374F 2 "Nanotech’s ‘Second Nature’ Patents” » # B 2 5k #2322 Ar £ p4 & 8 o

2005 = A 2 fr 5 2B (WTO)eh= B B % L& fd
WTO-TRIPs(Trade-Related Aspects of Intellectual Property): & £ 5 4134 17 3 & #
WEJ AT P WS 2P AESETRJZRTnCH FPt T 25
Bl Rk 8 3] 2 o 3L {400 - ETC Groups 2 3k € % 47 £ #4 & 1# 22 3 (WIPO)
il @z X A S Y FE IR E A FER S WIPO - & 5
B ¥ (FAO) ~ 3 & B 5 &2 % % ¢ (UNCTAD) & etk 4R 3 o $Liwip B e0dy
EMARES FEUHRT - USSR 2 2 o i -

2. 3 AF R R
¥ehbp 1965 &k E B a0 1408 B 3 oF AR 1R 0 2 ¢ Nano-Tex %
TR AERIZAFRIMF 2 A NEOF HTIIHEHRBIAE TH 4

Ny L 23

3. A FEMAEE® F3)

FHERE AP A L ER O ZAPHRERIEF R S FERF I
Hi® 2 EFFEMABPER F 54T 2 2 4 2P E RN EM A
FAEYCP~HE 1] £ & 32 4E £ 4o Nantero, SoluBest & o L F 4 1 3 F o & i A 7 £
# i @& > 4o Altair Nanotechnologies2005 # 1 * ¢ 7 £ {F @ (T4 ¥ %4LiE A £
BF C A R - X Wk 12% 0 AR AT T 02 @ 4o Nanomix
NanoOpto - Nanosys ~ Quantum Dot Corporation $< » E <4l T & > 7 hd% -
= EFART £ 0% 3 o “Nanosys $7 4246 300 B & 4] - d B2 4 ALK 5
ATFFEN > X5 2P R4 0 2004 & 7 7 IPO A= 0 FIE FA Aol
BooBEPAMN P fen R ELEE AR LT BRI 6 R
o LETA ST - B 0 % 2 = IPO ¥ 7g P o Nanogram ~ Coatue % 4 & i -
Fohd 5 2K M BFE R § 2 7 4 Arrowhead Research 2 Advance Nanotech »
Uiﬁﬁm@ﬁéﬂ%W%P%E&U£§ﬁh?m%§%%ﬁf%%ﬂ%5%

23 «The Nanotech Report, 4™ Edition”, Lux Research Inc., New York, NY(2006)
4 Ainsworth, Susan, Nanotech IP, Chem.& Eng.News, Vol. 82, No. 15, pp.17-22 (April
12,2004)
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$ 501 RHA L LY K Nanosys ehz 352 2 13 gk RS L HHILT F HA
A feimeng & 2 4 Nanosys b chg i3 0 Bofs P3RS A 4T K 2 o fe s
¥+ Nanosys + # chq iz -

i

1. A¥ey *‘g Nanosys#: 3% e

Nanosys = # *+ 2001 £] % » 5 nanowires §- nanodots R 4 ﬁ o2 7 #2003
#67d CDIBBioScienceVC 4z & %87 8008 £ ~(,47|C)> v} % - % &
F 87 £3000 8%~ > Nanosys & w & {senif et i 9300 § £~ o 5 ¢ v &
P4 ﬁ i# 7 Eastman Kodak Co. ~ H.B. Fuller Ventures ~ UOB Venture Management ~
Healthcare Focus Fund LP~4c ' 2> 53 B i3 k4L 37 Arch Venture Partners fr— i &
SR T H o PNanosys & F C e VC R F B chil 4 (6 B & N v bgFenz
FHMEFF)D B K 2006 FHE A FTERE AL OB FRL P o0

Nanosys s's ¢ R B A A - e H 5 23 5 FEE ¥ 2 s 78
ERSECS NS i E RRESCEN N SN P IR b R i A A R
IEAFAZAPEIFTL Y - AL T RPGEE SR ATE IR A &
BEIEATA & o

Nanosys jtrz & 4|

Nanosys = & fr4 e Berkeley < & enz f Fopped 5@ & = o spit B ) u2F
Nanosys % B & % ¢ 3 B 2 F il o a3 B 371 ¥ eufied - FEZ g
A_{* & & ¢ > Nanosys 7 Harvard University ~ Lawrence Berkeley National Labs ~
the Massachusetts Institute of Technology ~ UC Los Angeles ~ UC Berkeley and UC
Santa Cruz % J3fEF53% o & Harvard and MIT *qiT5 — 7% BIFf o

#«What's Hot” by George White, The Daily Deal, New York, Jun 9, 2003, p.N.A.
%%Big bucks for nanofirm” by Troy May, Silicon Valley/San Jose Business Journal, San Jose,

Jun 20, 2003, Vol. 21, Iss. 6, p. 1.

$lesweating The Small Stuff’, by Eric J Savitz, New York, N.Y., Jul 5, 2004, Vol. 84, Iss. 27,
0.22-23.
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% > Nanosys j&_ Lawrence Berkeley National Laboratory and Columbia University
o2 ex BT P "?ﬁwwmf_ﬁi‘%;%ﬂffgoﬁf s s 2%k
Nanosys it & Ff» B = & (78 B 4 $ B B 12 3% o 38 J g ER 33 &K% 10
ST L N A iR ST e a8 % 2PRE o

-

@ 2003 # 10 * > Nanosys & CIA Fetin In-Q-Tel = 77 g § £ =

1% 5 B 23k o Nanosys f,]#ﬁ Dr. Stephen Empedocles 3 : " Nanosys £
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=24

12 1L 3 Nanosys & kL iEehd f s @ o

Nanosys:r3 & % -4 & $,% (2004 &)

#2001 & 7 " sz 4232004 &£ 6 7 30 P B ke S 25808 206"
0 pIRL L Eaner 52508 £~ 2 8788 F ~adp4 o3 P ik IR £ 3500
B % ~[2] - %2004 & = 7 0 &K ¢ 35 1 Chicago-based Arch Venture Partners
14.7% ; New York-based CW Group Waltham ~ Mass.- based Polaris \enture Partners
and New York-based Venrock Associates % 13.6% ; = Rochester, N.Y. 3 Eastman
Kodak Co. # ¥ 3£ % (corporate investor) - **Nanosys + # # % Palo Alto ¥ #} £& 7
15000 = = & = e B &£ 330000 > &R > pavy 30 BER T RE
%

2 “Big bucks for nanofirm” by Troy May, Silicon Valley/San Jose Business Journal, San Jose,
Jun 20, 2003, Vol. 21, Iss. 6, p. 1

® “Palo Alto firm wins CIA backing” by Daniel S Levine, San Francisco Business Times, San
Francisco, Oct 24, 2003, Vol. 18, Iss. 1, p.7.

% «|pO Outlook” , New York, Apr 26, 2004, p.1.
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35
A & e

Merrill Lynch & Co. > Lehman Brothers Incorporation > CIBC World Markets and
Needham & Co.:#-1% 5 -k4l'f - Michael J. O'Donnell » Mark L. Reinstra and Julia
Reigel at Wilson Sonsini Goodrich & Rosati PC # & Nanosys ;% £ &35 PR 7% o
Wilson Sonsini » % 2003 & % = 5 = @ % 4% - k4l 7 2 FF §_Mark V. Roeder and
Edward F - Nanosys ﬁ_.é}?\}%ﬁ‘é o3t E e ELE_NNSY o IPO BRI iE— 4 &R &
gL g o 3

Nanosys #:E% € e S-14f4 ¢ 53] 2 F B * 28 - L Epy
RAPHEFEERTE-FHLPF v i SV R E - BET S
A EPEfT AR ETEHUENRL RS oA T A 4TH T Nanosys
Y¥ARE - LA AR DA R o Nanosys & g B A P F Y R 92 N BiE
BN 4 %Egé'ﬂfr-@‘ PSP AT & A 3 pER " (7 P (Time of Flight) &
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*«Brave nano world” by Alex Lash, The Deal.com., New York, Jul 16, 2004, p.1
%« PO Outlook” , New York, Apr 26, 2004, p.1
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Let’s Get Small

»Nanosys is working on a wide range of very early stage development projects. All are in the

investigation phase. Here's a partial list, along with comments from the company.
Cpromctaa

i - Comment Partners
- : “We are developing nanotech coatings that have

”Oom%aﬁe ?ub%tra%s fm a wide variety of potential applications in life-sciences None
lﬁfoaﬁc@n@sﬁeﬁaai’&h ~ research,” including “time-of-flight mass-spectrometry disclosed

\\'QJ_E_

-y

. ?@ instruments used to analyze large molecules.”
o “We are developing low-cost and efficient solar cells Matsushita
Solarnce_lls - for use in building materials, aerospace applications Electric,

L

v
e
.

- and portable power generation.” U.S. govt

- "We are developing high-performance, flexible electronics
. to be used in a variety of application areas, including DuPant,
 large-area and portable displays, low-cost radio- U.S. govt
.. frequency identification tags and electronically steerable
~ antenna arrays for wireless communications.”

. ;;% % - . “We are developing nanostructures for nonvolatile
memory products, for anticipated use in applications such | Intel

_ as digital cameras, MP3 players and mobile phones.”

Source: Nanosys form 5-1 filing with the Securities and Exchange Commission.

Nanosys 3% % ¢ 45 if "Nanosys 88~ A RHITDE LD AR
FRAFEIFER o A 2 AT P2 (8 > Nanosys
FARA A FRPE e T R 2 AFFET o Nanosys 3 BT TR
2

Hu@r&ipmL TG %3 2B Nanosys 2@ 353k o

2. FFEHR NP B eng 2
BB T FH R S B ggiﬁ,ﬂwiﬁﬁéﬁé%&aa&%
T EIRE *ﬂu»maAiﬁ*%ﬁm@ g ik

o4 A X RS

1959 #"z sk "ehig iz 7 4 L Richard Feynman i€ i3 it » 22 {5 80 # K. Eric
Drexler % — = #& 3|" 2 5t $i" > 8228 Drexler ¥ dp 2 5K st + 8 57 11 3%
B ety B L AR AR F B 8 Ei%‘l—“ X AR DT R
Tt A PR A g "R SRR A" S K #iﬁ:r:l&% % hyper fast
T~ JoEn RfrAR e E A B BT F S o

5100 FHCE(F F)2 T MR ApEHR AL 2 A FE T R L
EREeATO R 2 2 Kot FE R Aeid SR 0 B3 F Bisen®
W3 B E S R henBABE Y L FUS TR TR 4 > £ 2 8 2003 # 7

ji
4B o

F_k F_k

7 «Sweating The Small Stuff”, by Eric J Savitz, New York, N.Y., Jul 5, 2004, Vol. 84, Iss. 27,
0.22-23
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awwa@%?7%%ﬁﬁhﬁﬁﬁiﬁwFW”mﬁﬁ”P’m”*ﬁﬁﬁ%
Ble § 5 2md G k* 2 - B Fdned i+ o
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# oo 2003 EERA EFE 20 Fenkdr REAZKBEN TG OB E D
B OAMRT I b 283,00 F A1 B R Az 18$15.00 0 424 S&P 500 ~ ¥
400% (& Harris & Harris NASDAQ:TINY) [6] % 2003 & » 2L F]7 < X$304 7
F oz K EAFVCITF > 4% 2002 & 3 e 42% - 827835 7 .8, VC F £ o-
B 3R> (3%) » iz A 2002 & 522%0¢ H4e o FELZ L FAF S VC B
<t 22001 & < X) 75% A F Hoaeend b E_startup 2 & o 7 F o
£ 2003 # - 478 60% %2 % {,_.\47% EARSPOHT o m- A ERTH
SR AR T X PR O F e 7Y E )'Li'J’[ﬁ‘:,’ﬁi@}g’E\;;L/’#P'?'%@Iﬁa
(cash out)™ & 2 o

FRAPE SR ERT FC GRFHFLEZ NIRRT - BT 2 v RE
= 5g 7 en@ 4% > Merrill Lynch & = - B"2 X :}stj&za;, BB E B R o 3%
ZEHF 4p Bic(non- investable index) i £ WE 5 2 5 “T(NNZ) P 4§ - v & 4522 B
130 TR AP A KA R b A F MR 115 HRIER 2 A o
W44z = —+ i <h Cabot Corporation (NYSE:CBT) » ¥ * g = & @ ”g‘ =

B0 FFFE £ Tehad #ﬂg’iﬂgrh"#”f] BOF HFE B R e o
# 4. 1BM ~ Motorola ~ DuPont ~ GE % 2 @ - %

38.Research and Markets: The Nanotech Industry”, M2 Presswire, Coventry, Jul 15, 2004, p.1.

% «Research and Markets: The Nanotech Industry”, M2 Presswire, Coventry, Jul 15, 2004, p.1
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Nanocaps for Nanotech
»The roster of publicly held companies in the nanotechnology sector is dominated by micro-cap companres Witha

successful IPO, Nanosys would immediately become one of the industry’s largest players. Here's a list of the companies
in the Merrill Lynch Nanotechnology Index.

Recent Market
Ticker | Price Cap (mil) Comment

rix CBMX | $3.85 | $119.00 | Has system to make DNA, other compounds on chips,

' _ ACCL | 8.44 | 206.00 | Software used in nanotech drug discovery, product design.
:  ALTI | 2.36| 115.00 | Has nano-based drug for end-stage renal disease.
CAmeollntt ACD [17.92| 525.00 | Nanocor unit sells “nanoclays for plastic nanocomposites.”
;mﬁﬁiﬂ%i%ﬁﬂs _ BPA | 7.86| 143.00 | Developing gel-based hormone therapy products.
L 39.80 | 2,600.00 | Sells “Nanogel,” praduct for lighting and insulation.
23,45 779.00 | Sells tools to view and create nanomaterials.
|26.30 | 5863.00 | French firm developing drug-delivery systems.
12.90 178.00 | Public venture firm focused on nanotech companies.

25,58 | 859.00 | Materials company also working on “nanocatalysts.”

8.19| 180.00 | Research and diagnostic products for cancer.

2.03 63.00 | Equipment firm makes x-ray steppers for nanolithography.

4.98 | 349.00 | Develops gallium-arsenide-based chips.

21.92 | 464.00 | Test and simulation systems for the materials market.
6.35 | 163.00 | Molecular-diagnostics products for gene-based testing.
7.19 | 125.00 | Produces nanomaterials and nanoengineered products.
591 | 205.00 | Focused on drug-delivery and vaccine development,

36.61 165.00 | Developing microelectronics using “spintronics.”

12.06 | 751.00 | Develops drug delivery systems.

25.06 | 801.00 | Materials company; also licenses “discovery tools.”

1.74 63.00 | Makes semiconductor-manufacturing equipment.

16.07 | 381.00 | Chip-equipment firm branching out into nanotech.

2477 | T33.00 | Makes measurement and process tools for nanotech.

2,94 | 230.00 | “Noble metals nanocrystalline” technology for new drugs.
Souiroes: Merrlll Eynch; the Ameriean Stock Exchange; Yahoo! Finance,
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42 “IPO Outlook: Nanosys IPO Set For This Week Amid the Hype” , Wall Street Journal,
Eastern Edition. New York, N.Y., Aug 2, 2004. p.5;
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43 «“Sweating The Small Stuff’, by Eric J Savitz, New York, N.Y., Jul 5, 2004, Vol. 84, Iss. 27,
p.22-23.
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Jun 20, 2003, Vol. 21, Iss. 6, p. 1.
5 “Sweating The Small Stuff”’, by Eric J Savitz, New York, N.Y., Jul 5, 2004, Vol. 84, Iss. 27,
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4 “Business: A Netscape moment?” The Economist, London, Jul 31 > 2004, Vol. 372,

Iss.8386, p.53-54;
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g o 2483 2 3 303 (Seed publlc crossover companies) © 38R 4
:};’L?‘—% A L b e e \le_%«'f)s

5. Nanosys feF|rcf#t %22 M 2AFRF £ frdR £ 1 o

M-

6. P HAH60 mRBEAR e B0 4 o
7. LAt dE PR Nanosys 41{73 65M F o ® o HES R G

F2M/ 1) fep mﬁlpo %38 % gL ¥ 5 Nanosys B2 4
AT A § F & o % Nanosys i& » * RfCehd AFFEPF > 3 - R
IPO v 58 2 RF Aaibic » 4 4 5 M&A 1l 4eif 2 2 g /B -
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Wi C  LuxResearch #*#

Lux Research *3¥ pPHEP: 8% 9p,2006 1:30~2:30p.m.
Location: 2nd Floor, 535 Pacific Ave., San Francisco, CA
Lux Research: T.J. Sassani, Director, America and Asia ; Vahe Mamikunian, Analyst

1. 3 { Lux Research Incorporation. & & % % ¥ Bojtrz. Lk » PRIZ& 3587 %
WL I HE R SR FT AT CBREBEEL > A 120
2006 & R4so ¥R LT L LGk Hde 5 0P Eirs T
hiEBATST 30 BRE

2. Lux Research Incorporation. erpRixd % & 35 % B ~ B ~ L ~ @ L (2
§r~2BH).

3. 2004 # 24T A A K i R&D + X 96 % ~ (42004 3 4
10%) » 3 ¢ AT 46 i E (182004 4 3%) 0 & EHF 45 i E
2 (7£.2004 3§ 4c 18%) » VC 455 1 4.97 £ = (€ 2004 # e 17%) -

4. ApEorE E % 92000 BEAIY 0 USPTO & &3+ 5700 &2
AR TR A TSR R N4 E oY R
e - EF K BT S 6 oo BRAE -

6. 2005 & %t A 53] 320 fRend A o 3K HbFenl EARK AR -
PAMArz kA e TR > APIEHR-¢ G {5 bR o PR
BT AP RRRE AR AR DIAER AR AT AT o
AL D P ] F (M (~3%) > 2 B # i R T i 9% e F]t o
B AT R o o P2 B g TG Jlao BASF £ #3K
FT3MEAU AT SR - BRY PR&D FHF -+ 27 &)
A A HF LT FHELREL G XA KL FHRF P L IP
BEEIPHFEFAITUED] - L2k o FIMBP KA S PR
LT E
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(Investment Timing and Exit Strategy for

Wndustries- Nanotechnology)

AR RAE (s B g R REE)

kil £ (FREPABEAE )

ik Rt 2 (B RIp g 87 3 ¢ s F TLET )
FIAe (S P57 5 k)
REZ (BEAERBEEL)
¥ R (1A AefF)

% % (Outline)

l. é}%%‘:wéﬁ (Literature Review)

. % i 4p B A ¥ % (Nanotech Landscape)
. 7 3 = ;= (Methodology)

IV. i % # 7 (Case Study)

V. Z# (Conclusion)

2-1



aq
bov

BIHA BIEGR R R A F OB EG AR AR FL g
P .y T DIy

l. = }?&\?}éﬁ(Literature Review)

s 1-1 gl (Venture Capital Overview)
o 1.4 & i* RIZ(How VC Works)
o 2.4 F FinA2(VC Investment Process)
= 1-2 L F B (Investment Timing)
o 13 F #H%(Investment Cycle)
o 23®i # i (Valuation Models)
m 1-3 i¥3- % % (Exit Strategy)
o 1.i332 % (EXit Methods)

o 2.IPO -~ Trade Sale# 7 %+ +* # (Advantages and
Disadvantages)

» 1-4 372 % ¥ (Emerging Industries)iI 332 4 &2
—>The Exit Strategy of Emerging Industries

M

1-1 g Fg(Venture Capital Overview
[ 1. 41341 1% i 2 (How VC Works)

$ $ $ $

Corporates and
government

|

Public markets
and corporates

Private
investors

Source: Bob Zider(1998), “How Venture Capital Works”, Harvard Business Review

MMOT
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1-1 g P (Venture Capital Overview
2. gl Fin42(VC Investment Process)

LOG IN
Business Plans
Inquiries and Contacts

l

Business Plan of Interest
Designate team for project
follow through

|
Company Meetings &
Presentations

Issue Term Sheet

ka

‘ Negotiate Deal and Funding Strategy ‘

‘ Prepare Final Investment Memo ‘

Final Term Sheet

I

‘ Investment Committee Decision ‘

Preliminary Review
by Select Advisory [~ Evaluate:
Board Members

Due Diligence Process

sMarket Size(# #4214

«Competition(#4 )

Execution of Deal

I

— . “IP(% 1) Investment
Preliminary Review sLicense Agreements
by Corporate N ~Management Exit
Partners with *Budget .
Relevant Domain *Technical Risk / \
Expertise *Financial Strategy
*Exit Strategy(333- K #) PO Trade Sale
+ Introduce bankers + Network/access
: NO / \\. YE.S' + Pricing committee help + Deal strategy
Rejected Prepare Preliminary « Access to investors + Deal execution
Investment Memorandum « Financing strategy
Source: Burrill Venture Capital(2006) 1

1-2 L F 8 (Investment Timing)
1. & 7 tE % Wl (Investment Cycle)

REVENUE

WCs, Mergers and Acquisitions, #
Strategic Alliances &

-

Seed Capital Early Stage

Seed Funds.,
Business Angels

Initizl
o Fubdic

Mezzanine

/ 2™ round

'&e'{\ financing

1%F round
mancing

Offering
(1P

GESE XY
)

3 round
finamcimg

Later stage

T

IME

Source: Cardullo, Mario W. (1999), Technological Entrepreneurism: Enterprise Formation, Financing and
Growth, Research Studies Press Ltd., Baldock, England.

MMOT
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1-2 L F 8 (Investment Timing)
2. 3% > ;2 (Valuation Models)

Financial Valuation and Non-Financial Valuation

Staﬁdards)

1. Discounted Cash 2 FRE#AE

Flow (Rating/Ranking)
2. NPV 3. 5% % PJ(Rules of
3.IRR/MIRR :I'fumb)
4.PB/DPB

Source: Richard Razgaitis (2003), UW TechTransfer, MMOT(2006) 7
. AL 2 H
1-3 ¥ 3% & (Exit Strategy)
1. 1333 ;% (Exit Methods)
Venture Capital
Exit Methods
~
/ / \ ~ <
\ ~
2nd 1st < Sa
Trade Sale Initial Public Recycling Buy-Back
Offering (IPO)
a sale of the a sale to co- by the company or
shares or business offering of shares investors or other management
assets of an to the public, private equity team.
invested company normally followed houses
by way of a private by the listing of the (secondary buy-
sale agreement. shares on a stock out).
exchange.
Source: BAKER & MCKENZIE (1998), “Corporate Finance Venture Capital Exit Routers”. 8

MMOT
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1-3 ¥ 3} & (Exit Strategy)
2. &7 %t # (Advantages and Disadvantages)

Advantages Disadvantages
T ELA YD el - &% & & (Higher cost)
(Popular with management) « A5 % (Image)
IPO « E 4] (Dual track) CHEE R Y
- « = F %> (Retained shares) (Less than full exit)
 REHE T « # ¥k % (Market risks)

(Position of underwriters)

- (Simplicity) « F IR e

*iE % (Premium) (Management opposition)
Trade Sale | * - =% i (One buyer) - %2} (Confidentiality)

« = 2193 (Full exit) < R g

(Warranties and indemnities)

Source: BAKER & MCKENZIE (1998), “Corporate Finance Venture Capital Exit Routers”

> 1y . . .
1-4 #72 & ¥ (Emerging Industries)i¥
$o pRETE
”””” Most of the
{_emerging Industries _:
Stage I Stage II Stage 111

Early - Pre-Revenue Traction Growth
Investor Status** Seed Round, Angel | A Round, Early Stage | B Round, PE and

or Self Funded vVC Strategic $$
Pre Money Valuation*** | $1-10 million $10-50 million $50+ million
Target Amount to Raise** | $2-20 million $20-40 million $40-100+ million
Management Team Scientific/business | Emerging Full/strong
Status*** founders management team management team

(some openings)

Equity Interest* 20~35% 20~30% <25%
Time to Exit (yrs)* 6-8 4-7 2-3
Return Multiple* 10+x 8-10x 5-8x
Sale Axiom** Where there’s Confused customers | If your customer can’t

mystery, there’s don't buy repeat your message,

margin you won't sell

Source: Jennifer Koski (2006)*; David Parker (2006)** ; Burrill Venture Group (2006)***, MMOT(2006) -
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. 2 X ipM A2 E LT
(Nanotech Landscape)

s 2-1#% 4 £4$ (The Characteristics of Emerging Industry)

B 2242 E & HHFE £S¥ M (Enabling Technologies vs.
Revolutionary Technologies- S curve)

n 2-3 & ¥@#FE & (Revolutions of Technologies)

= 2-4 % F 45 &Nanotech Indexes (NI)

= 25z ¥ pHe NASDAQ:};,&»LﬁLIi](Comparison of Nanotech
Indexes with NASDAQ)

= 2-637#z F &M A ¥ & % (Emerging Nanotech Landscape)

= 2-72005# £ F 7 F #244p ¥ 2 ¥ (VC Funding for Nanotech
in 2005)

= 2-8% K #3402 ¥ Frl(Nanotech Market Projection)

11
- 511 (G
-1 3T A E
(The Characteristics of Emerging Industries)
Company Status
Investment Timing Exit
1. % 3% Fx T+ (Market uncertainty)
2. % M enig gk 4k (Limited track 1. 4= £ i ™ (Little revenue)
record) 2. % & 3 7 (Need to raise series B,C
3d AETAL I ENERS funding)
(Little cash flow generated from 3. 1 ¥+ % b *& (Relatively high risk)
product) 4. 375 5 A5 F A (Less tangible assets)
4. 3% 3 X 33 R ¢ 7 & (Lack of 5. # % & 75 F A (More intangible assets)
sufficient R&D funding)
5.3 > ~ 43 = &9 H(No
established, sizable market)
Source: http://www.investopedia.com/ 12
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2-2 h e E & AHIE ESE M

|' Enabling vs. Revolutionary Technology
S curve

L

Industrial growth cycle (S Curve)

Value-added

Revolutionary
Tech.

Growth%

f
2000 \/ 2015 Timeline

13

2-3 B ¥ PIE
(Revolutions of Technologies)

Conceptual advances occur about twice a century and lead to wealth of nations

1853 1913 1969 2025 2061 2081
Rapid
Adoption

Textile Railway Auto  Computer Distributed o qi00p

Intelligence
1800 1853 1913 1969 2005 2025

> Technology

1771 1825 1886 1939 1977 1997

Industrial Revolution Information Evolution

Source: Norman Poire, Merrill Lynch, 2003 14
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a9

2-4% fﬂ;}i#;, #Nanotech Indexes (NI)

1. Merrill Lynch introduce a new index names “Nanotech
Index (NI)”. This index comprised of 25 nanotech stocks
(2004) (materials, electronics, and biotech)

2. Merrill Lynch describe about:

(2)Nanotech is the science of fabricating things smaller
than 100 nanometers

(2)Nanotech is in its emerging stage, so many of the
companies have small market caps.

3. Other Indexes include Punk Ziegel, Lux Research,
Newbridge Indexes.

* Appendix1: Merrill Lynch Nanotech Index (NNI)
* Appendix2: Nanotech Indexes (ML, PZ, Lux, Newbridge ) 15

25 % 3k #1345, et NASDAQH, i+ )
(Comparison of Nanotech Indexes with NASDAQ

ROCKY
Indexes for nanotech-related stocks move with
overall market

Weekly close, Dec. 31, 2003 = 100
140

_HASDAQ

1207

Merrill Lynch

100
Punk Ziegel ¥ o ¥ O ey X

Source: http://pubs.acs.org/cen/coverstory/83/8318nanotech.html

16
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26 MTEZ N PFHEAAMAELER %
Emerging Nanotech Landscape

1. Global commercialization: (June, 2006)
(1) ~1500 start-ups(>50% in US; CA, MA, TX, NY)
(2) >200 products (start-up, corporate)
health & fithess >100 products

electronics & computers >30 products
www.nanotechproject.org/consumerproducts

2. 2005 Global R&D ~9.6 billion: (funding: Private >Gov.)
(1) Government & Corporate funding ~ $9.1 billion
(2) VC investment ~ $497million (~2% of global total VC flow)
(3) R&D Spending - USA (27%), Japan (24%), W. EU (25%)

17

Source: Lux Research (2006)

2-7 2005# £33 F 2 KA BPH A £
VC Funding for Nanotech in 2005

1. 1998~2005 total VC investment ~ $2 billion, 258 cases

2. VC investment ~ $497million (~2% of global total VC
flow)

3. Average deal sizes are up to 10.9 million on Series
C&D, e.g. Nanomix, Aspen Aerogel, Nanosys

4. Deal numbers are down to 45 (fell 17% versus 2004)
5. Electronics & IT(40%); life sciences, materials, tools

6. Institutional VC funding 143 start-ups since 1998 (top
10% accounts for 43% of cumulative funding)

Source: Lux Research (2006) 18
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Nanotech Market Projection

1. In 2010’s, global revenue > $1 trillion to a few trillion

2. In 2005 nano-enabled product revenue reached $32
billion

3. By 2008, global demand for nanoscale materials,
devices and tools will cross $28 billion.

4. The U.S. Nanotechnology market is predicted to
reach $3.3 billion by 2008 and cross $19.8 billion by
2013 showing a strong growth.

5. The market for textiles using Nanotechnologies will
cross US $13 billion market by 2007. By 2012, the

market is expected to reach US $115.2 billion. 10

Ill. # % * i# (Methodology)

The Investment Timing and Exit Strategy of Nanotechnology Industry in
different viewpoint - Investor, Company, Market Research

3 RAER
(Consultant)
1. Jennifer Koski
2. Dan Turner
3. Robert Su

ment Timing

20
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IV. & % # 7 (Case Study)- Nanosys Inc.

= 4-1 Nanosys withdrew IPO

= 4-2 CDIB Bioscience VC (Investor Viewpoint)

= 4-3 Nanosys Inc. (Company Viewpoint)

= 4-4 Lux Research (Market Research Viewpoint)

= 4-5Nanosys= # & f]& ¥ i L (IP & Business
Strategy of Nanosys Inc.)

= 4-6 Nanosys ¥ F 752 * T & &

21
4-1 Nanosys withdrew IPO (2004.07)
due to no solid product

Nanocaps for Nanotech

»Tha roster of publicly held in the sector is i by micro-cap Witha

successiul 10, Nanosys would immediately become one of the industry's largest players. Here's a list of the companies

In the Memill Lynch Nanotethnokogy index.

ecent Market

Camgany Ticher | Price | Cap(mil) | Comment

lqmcln Research: CBMX | $3.85 | $119.00r | Has system to make DNA, other on chips.

J{coelrys ACCL | B.44 | 206,00 | Sontware Used in nanolech drug discovery, product design.

Altalr ALTI | 2.36| 115.00 | Has nano-based drug for end-slage renal disease.

Ameol Intl aco | 17.92 | 525,00 | Nanocor unit selts “nancclays for plastic nanocomposites,”

Biosante F BPA | 7.86| 143.00 | Developing gel-based hormane therapy products.

Cabot CBT |39.80 | 2,500.00 | Sells “Nanogel,” product for lighting and insulation.

Fal FEIC |23.45| 779.00 | Sels tools to view and creata nanomaterials.

Flamel ADS FLML | 2630 | 563.00 | French firm developing drug-delivery systems.

Harrls & Harrls Group TINY 12,90 178.00 | Public venture firm focused on nanatech

Hendwaters. HOWR | 25.58 | 859.00 | Materials company also working on “nanocatalysts.”

Immunicon IMMC | 8.8 | 180.00 | Research and disgnestic products for cancer.

Jmar _IMﬁﬂ 203 63.00 firm makes x-ray sleppers for

!Knpln WOPN | 4.98 | 349.00 | Develops galum-arsenide-based chips.

MTS Systems MTSC | 21.92 | 484.00 | Test and simulation systems for the materals market.

Kanogen NGEN | 6.35] 163.00 | Molecular-diagnostics products for fene-based testing.

logl NANX | 7.19| 12500 | Produces ats and products,
Novavax NVAX | 5.91 | 205.00 | Focused on drug-defivery and vaccing development.
Hve NVEC | 3661 | 185.00 ing mi using ics.”
ADS SKYE | 12.06 | 751.00 | Develops drug defivery systems,

Symyx SMMX | 25.06 | 801.00 | Materials company: also licenses “discovery lools.”

Tegal : TGAL | 1.74 63.00 | Makes semic i

Ultratech UTEM | 16.07 | 381.00 | Chip-equipment firm branching cut into nanotech,

Veeto Instruments . VECO 2477 | 733.00 | Makes measurement and process tools for nanatech.

- Westaim WEDX | 2.94] 230.00 | “Nable metals ine” fof new drugs. 22

Source: Barron, 2004.7 Soueces: Merrl Lynct the American Stock Exchange: Yaboo! Fiarce

2-11
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4.2 CDIB Bioscience VC
(Investor Viewpoint)

Summary: Investment timing is highly related to exit strategy

1. U.S. market is the favorite place for IPO
Location :2. IPO price is not good in Taiwan without revenue
for IPO . Higher IPO price with a China story

. Different criteria applied in different industries

Exit Strategy

4

R&D iWhat is the strategy? How to executive
iproject? Globalization

l Burn rate
Ready for :2. Emerging industries in Taiwan
IPO? depends on government fund.

:3. The risk of research and development

11. Strengthen management

:2. Corporate governance

M&A §’M&A (Trade Sale) is controlled by the potential buyers, not the investee
‘company

2
Source : MMOT (2006) 3

4.3.1 Nanosys Inc.
(Company Viewpoint)

Summary: New business model

. { Nano-technology has much bigger potential like plastic technology which
Vision designs structures from the bottom up to revolutionize a number of
: different industries

‘1. Partners incorporate Nanosys products into their final product markets

EUEINIESIN | and distribute them.
Model

2 Nanosys gets certain percentages of the customer’s sales based on the
. amount of value added to the customer

(’1. Can controls the composition, size, shape and surface chemistry of the i
nano-components

2. Can assemble these structures to find out their final applications and
Core ! then commercialize
Technology i 3. Can grow nano-structures out of different materials, mix and match

materials

i 4. Uses computer modeling and simulation to predict optimal structures
and their synthesize method

Source @ AF7F FEIL 2
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4.3.2 Nanosys Inc.
(Company Viewpoint)

Summary: Strong IP position

1. Nanosys technology is covered by approximately 430 patents.

2. Nanosys' IP started many years ago therefore covered almost all the
{ fundamental areas especially in area of non-organic products.

3 Continues to grow IPs internally as well as license it from external
sources like the universities.

ROl | 4 All licenses from universities are exclusive and also they have given
& policy Nanosys first rights of use as they come up with new IPs in the future.
:5. Up front payments, license royalty and equity agreements are favorable
i to Nanosys because they are negotiated in the early stage.
6. Later IPs from them are also inexpensive because they rely on earlier
patents and universities has no other outlets to license but to Nanosys.

7 No need to grant back the IPs to the universities but customer of
Nanosys need to grant their new patent rights back to Nanosys.

25

Source : AF7 3 FEIL

4.3.3 Nanosys Inc.
(Company Viewpoint)

Summary: Sufficient funding, creating value and waiting for IPO
windows to open or M&A

1. The chemical analysis chip product will be lunched at the end of 2006.
i 2. To date the equity raised is about 100 millions from VC folks, later on
by public cross-over investors as well as corporate cooperators after
cooperating with Nanosys in the long term.

3. Last run of capital raised is series D in January 2006 of about 48 M. All

i original investors prorate in this series.
curre_nt 4. Nanosys received 22M non-diluted government funding and
situation i procurement contracts.

i 5. Currently 60 full-time and about 10 temporary employees

{ 1. Now Nanosys has 65M dollars and burn rate is moderate (~2M/month).

¢ it will be too optimistic for IPO because Nanosys does not have a good
(€Te]ls[sR{ol | balance sheet yet.
[=le¥ { 2. When get into larger scale of manufacturing, Nanosys will consider not
¢ only public offering as vehicle to raise capital for expansion but also

M&A to have public currency to build quicker than it could.

Source : MMOT (2006)
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4.4 Lux Research
(Market Research Viewpoint)

Summary: IPO is tough, M&A in favored for Material Companies

l This year market situation is tough for IPO except in the aspect of
IPO i medical devices.
environment :2. Interest rate going up, oil price gone up, the fighting going on in the

Middle East, and the SEC tightened up the regulations of IPO.

! 1. Profit margin for nano materials companies is low(~3%), but with
i applications materials margin could go up to 9% or more.
i 2. Partnership between nanomaterials companies and application

M&A in i oriented companies are favorable.
ial . 3. IP are critical for the large companies to acquire tiny nanomaterials
Material Co. companies, and usually an IP portfolio analysis of existing partners and

i IP market are required to come up with recommendations.

: 4. More acquisitions in materials companies, venture capital can not

i automatically provide scale-up ability to make a successful product, but
the corporate can.

{ VCs are looking for exit on nanotech start-ups between $200M~300M, l
Source : MMOT (2006)

Valuation

4.5 Nanosys = 7 & ]2 318 {
(IP & Business Strategy of Nanosys Inc.

Strong IP position: Original & Clean
Exclusive license Licen ant back

Nanosys IPs
First right of use (430 patents)
Royalty and equity
f Nanosys founders and f nanodevices
i advisors are university
‘ ‘ 0
professors P % of sales

new model

* Deals are favorable to Nanosys, because they were negotiated in the early stage. ,q
Source : MMOT (2006)
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4.6 Nanosys X F 352 * £ 5 &

328~
””””””” e " 372mM . El Dorado Ventures,
<fy[>Series B 2ELR R ER ER Masters Capital, Meditronic,
30M w, Hams & Harris, Lux e Merrill Lynch & Wasatch Advisors,
Capital, & i T % ,SAIC ¥ Lehman Brother Series D 5
15m Venture Capital - eries _
I 2 200M ’
: + R
gfﬁ 1; ?\ it 3 ; ARCH Venture ” Z}
f@?‘ff'}"ﬁ Partners, CW Group, . 03~ T
Polaris Venture Series C Toem i
Partners, Venrock 100M ?ﬁ
Associates Eo) * =
g ‘® I
. = o
S A B
2 Series B 38M 4 40M ?z “u
7 } 30M L 25
& Series A 5y I ¥ X~ +
2 sa o ]
— 1.7M1.7M F.F : .
# Y | Y >
2001.7 2001.10 2002.1 2003.4 2004.4 2004.8 2005.11 2006.8 2006.12
ERMFRE 03 $1.2 $1.9 $15~17 $3
% fl¥&p 10 70 200 350 430
IR g 24 25 33 34 48 60
AT & IEP Matushita Dupont. ABI. Micron
Intel Sharp.
Lumileds. 29
Source : Lux Research, Nanosys website, MMOT (2006) In-Q-Tel
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V. %#% (Conclusion)

m 5-1 7 F M H o @ 33K ¢ (Exit Strategy
for Nano Materials Companies)

m 5-2 LF BRI § Fl& (Investment
Timing and Exit Factors)

= 5-3HFREBY E Fl& (Investment Timing
Factors)

m 5-4 1333 § 7% (Exit Factors)

30
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5-1 Exit Strategy for Nano Materials Companie

9%

Nano Device Profit Margin 1

-

3% @ _---""

1

Nano Materials + Application
Engineering
V\—//"
Partnerships or M&A
=>|P portfolio
=>successful product New Business Model!
VCs are looking for an exit Value Creation

on nanotech start-ups at
least $200M~300M [PO or M&A 2

52 B F RS IEY § T
(Investment Timing and Exit Factors)

Corporate Finance and Venture Capital investment timing and
exit need to consider the factors as below.

E g 35

. ¥ {7 A 47 (Feasibility) 1. % (Timing)
. ¥ (Valuation) EFREE—RE AP TN EH 2. 4] (Method)

. W i& £13¥ (Value Creation)

3.2 @ 2 £ pF 8 27 54 (Ratchets)
4.2 P 5y # @ ¢ w fE(Put Options)

F TP #K%??]Li%f—f%lﬁB&F%Fﬁ 9%
0 1 2 3 4 5 6 7 8
} } ' ' ' ' ' ' ¥ >
&/ © Harris & Harris £/ #7# g2 “Nanophase Technologies” z* #7# # 4 IPO
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5-3 £ F RS 714
(Investment Timing Factors)

3F P (Items)

—#A ¥ T L AR
(General factors)

FMEAFFHTEFR
(Added factors of Emerging industry)

A
(Feasibility)

348 % (Market Trend) ~ & 34
Hi-(Market Size ) ~ 7 H-i £ F2

(Competition) ~ 3 i& -5 (Business

Model) ~ ‘g% M 3 (Management
Team) ~ ;% 4 3 4 (Corporate
Partners) ~ 7 & (Budget) ~ p4 7%
2 (Financial Strategy) ~ 9 3%+
(Exit Strategy)

HE A R(P) ~ Fo it e
(Grant) ~ #4# {2 (License
Agreements) ~ B iR &
(Technical Risk) ~ 2% 3/ = 7 42
(Designitest data) ~ #= 3 %5 #
(Research Partners)

#*i§ (Valuation)

P4 7331 (Financial Valuation)

2L p4733% § (Non-Financial
Valuation)

& f EAE
(Last One Year’s
Value Creation)

& 4 M Fy(Management Team) ~
72 4 3% & (Corporate Partners)

A E A E(P) ~ FoRpa e
(Grant) ~ #24# 25 (License
Agreements) ~ £7 3 35 &
(Research Partners) ~ $: i

(Technology) ~ 2% # (Facilities)

Source: David Reisner (2005)*, BAKER & MCKENZIE (1998) **, MMOT(2006)
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5-4 :33%-% § F1% (Exit Factors)

3% B (Items) —# A ¥ ¥ FMEAERH T ETR
(General factors) (Added factors of Emerging industry)
95 | 1 IPOwindows &% 4+ (IPOwindows | 1.2 @ i & & F & # = i* (Company
(Timing) open or not) maximizes its value )(4r : & 1 i,
2. 54 £ engl &k (Sales of e.g. issued patent)
competitors)
3.2 @ i E ~ 1t (Company
maximizes its value )(* & i& » 3 H-e
A&~ B R IE ) i S e.g. no of
products entering the marketplace, path
to profitability)
4. -3 B b B R chi 48 (Many
interests among potential buyers)
g2 (L2 (PO) AEMAAEIP) ~ 5o £ (Grant) ~
(Methods) | 2. & pE(M&A=" Trade Sale) 2 1# 52 (License Agreements) ~ £ 3
3. 84 X2 H 3 4 (Recycling) | 45 (Research Partners) ~ 3 ji=
4.8 v o 2 2 T ¥ B (Buy-Back) (Technology) ~ 2% # (Facilities)

Source: David Reisner (2005)*, BAKER & MCKENZIE (1998) **, MMOT(2006)
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The end... No, just a new beginning!
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. Dr. Dan Turner

. Dr. Paul Liu
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. Lux Research

. Dr. Ethan Allen
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Appendix1: Merrill Lynch Nanotech Index (NI)

Company Ticker Speciality Market Cap Company Ticker Speciality Market Cap

($M) ($M)
Amcol International ACO Materials 486 Nanophase Technologies | NANX | Materials 143
Applied Films AFCO | Materials 470 Nanogen NGEN | Nano Biotech 189
Altair Nanotechnologies ALTI Materials 95 NVE Corp NVEC | Intellectual Property 208
Biosante Pharmaceuticals | BPA Nano Biotech 66 Universal Display PANL | Imaging 287
Caliper Life Sciences CALP | Instrumentation 187 Pharmacopeia ACCL | Nano Biotech 472
Cabot Corp* CBT Materials 2,071 SkyePharma SKYE | Nano Biotech 739
Emcore EMKR | Semiconductors 160 Symyx Technologies SMMX | Materials 881
FEI FEIC Instrumentation 704 Three Five Systems TFS Imaging 125
Flamel Technologies FLML | Materials 477 Harris & Harris TINY Venture Capital 187
Headwaters HDWR | Energy 752 Ultratech UTEK | Semiconductors 506
JMAR Tech JMAR | Semiconductors 63 Veeco Instruments VECO | Instrumentation 757
MTS Systems MTSC | Instrumentation 554 Westaim WEDX | Venture Capital 175
Nanometrics NANO | Instrumentation 187 Nanometrics NANO | Instrumentation 187
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Source: Merrill Lynch “Nanotechnology: Introducing the Merrill Lynch Nanotech Index” , 2004.4

Appendix2: Nanotech Indexes
(ML, PZ, Lux, Newbridge)

ML | PZ | Lux | Newbridge Newbridge

Acacla(CBMX)

Accelrys (ACCL) NUCRYST Pharmaceuticals (NCST) ---—

Altair Nanotechnologies (ALTI) NVE Corp.(NVEC)

Amcol(ACO) Pharmacopeia Inc.

American Pharmaceutical Partners (APPX) pSivida Ltd(PSDV)
Arrowhead Research (ARWR)

Tegal(TGAL)
Cobot(CBT) Ultratech(UTEK)

Elan (ELN) Veeco Instruments(VECO)
FEI Company (FEIC) . d Westaim(WEDX)
Flamel Technologies (FLML) * . Air Products & Chemicals (APD) *
Harris & Harris Group (TINY) BASF (BF) *
E.l. Du Pont de Nemours & Company (DD) *

Immunicon (IMMC) General Electric (GE) *
Hewlett-Packard (HPQ) *
Intel (INTC) *
International Business Machines (IBM) *
MFIC Corp 3M (MMM) *
MTS(MTSC) Toyota *
LUNA Innovations(LUNA) *

Nanophase Technologies (NANX) Keithley Technologies(KEI) *

Nano-proprietary Inc.

* ML: Merrill Lynch ,PZ: Punk Ziegel, Lux: Lux Research
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