Monthly European Technology
Venture Capital Bulletin

The Go4Venture Monthly Venture Capital Bulletin is a publication
commenting on the latest results from our European Technology
VC Headline Transactions Index®.

Go4Venture’s European Tech VC Headline Transactions Index is
based on the number and value of transactions reported in
professional publications. The Index is compiled on a monthly
basis as an early indicator of the evolution of the market for
venture capital funding for European information technology
companies.

For more details please refer to the Methodology Note available
at http://www.go4venture.com/research/hti.htm

About Go4Venture

Go4Venture Advisers LLP is a London-based corporate finance
advisory firm focused on providing European technology
entrepreneurs and their investors with impartial advice to help
them develop and execute growth strategies.

Our services encompass:

* Financing strategies

* Buy and build strategies

+ Exit strategies (trade sale and IPO advisory)
» Strategic advisory and valuation

We are particularly well-known for our international equity private
placement services, where we have developed a reputation
second to none in Europe among international VCs.

Further information is available at http://www.go4venture.com/

Go4Venture Advisers LLP is regulated by the Financial Services
Authority (FSA)
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Dear Clients and Friends,

Welcome to the first 2010 edition of our Bulletinl As you may notice we have touched up the
appearance but the content is pretty much the same. For your convenience, we now include a copy
of this cover email as the first page of the PDF for those of you who read our Bulletin on the run!

The new year starts on a good note, with January 2010 ahead of January 2009 on all counts:
total amount invested, number of transactions and number of landmark (> €20mn) and headline
(>€7.5mn) deals.

At the same time, a month is not so relevant in our industry, and we are all holding our breath as
to what will happen to the world in 2010 as governments grapple with unprecedented levels of
debt and central banks withdraw their all-out support to the financial system.

From a VC industry perspective, January was a month of big announcements in VC-land, with
contrasted undertones:

» First some of the good news:

o US fund manager NEA announced their 13th fund, a whopping $2.5 billion fund — no
less, unheard of by European standards and very rare in the US. It shows that there are
still investors out there who believe in the value of the VC model, despite much of the
soul searching currently going on in our community.

o In Europe, long established VC manager Sofinnova Partners (not to be confused with
their US near namesake and loose affiliate Sofinnova Ventures) announced the final
closing of their 6t fund at €260mn (compared to the €400mn initially targeted). A large
fund by European standard and a good performance for an IT and life sciences fund in
the current environment.

o By contrast, cleantech is proving to be a much more fruitful area for funds with three
announcements in January alone, albeit from three very different funds:

= UK state-sponsored Innovation Investment Fund (UK IIF) announced it had
appointed Hermes Private Equity as manager of a hew cleantech fund with a first
close at £125mn (including £50mn from UK IIF and £75mn from the BT Pension
Fund, a Hermes long-standing client) and a target of £200mm. This is primarily a
fund of funds but will also be able to make direct investments and co-investments
for up to 20% of the fund.

= WHEB Ventures is in the process of closing its second dedicated cleantech fund
with a final close imminent, following a third close at £90mn in July 2009. The
eventual target is £150mn and no doubt WHEB Ventures hopes to be one of the
first beneficiaries of the UK IIF. Note that WHEB Ventures was originally
sponsored by cleantech specialist executive search firm Ruston Wheb, another
way to add value as a VC!

= Schneider Electric has changed the name of its corporate venturing business to
Aster Capital which has now raised a second fund solely dedicated to cleantech
co-sponsored by Alstom. The fund is €70mn in size (€40mn from Schneider and
€30mn from Alstom) and open to other industrial groups.

» Now some of the news which give pause for thought:

o A global fund originated in Europe back in 1980, Atlas Venture decided to close down
its European office. It is a low point for one of the European VC leaders which never
quite recovered from excessive enthusiasm during the late 1990s bubble. It is also
another example of how difficult it is to manage a global VC fund.
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o Having given up on venture capital via the secondary market, 3i is now announcing it is
considering raising a growth equity fund, confirming the trend towards growth equity
away from venture capital. It is a case of ‘another one bites the dust’ following other
departures from VC over the years from the likes of Schroder Ventures (now mega
buyout firm Permira), Apax Partners or Kennet Capital who had been one of the most
successful entrants in early-stage VC in the late 1990s and is now firmly focused on
growth equity.

o On a similar note, following a review of its direct investment activities, Fidelity Ventures
spun off from the mothership in the US (now Volition Capital) and has become Fidelity
Growth Partners in Europe. Even if it only confirms what the firm had been doing for
some time, it is unnerving to see another VC player decisively giving up on early-stage.

All this activity shows that the VC model is growing up and as the industry becomes more mature,
scale and specialisation is becoming more important.

» This perhaps makes it more difficult for VCs to finance earlier-stage plays but it will help solve
one of the bigger challenges Europe faces: transforming small companies into world-
class leaders, especially as stock markets will demand more track record from floatation
candidates going forward. However wise large fund managers will continue to make room for a
few seed plays, but their standards are getting higher, with an advantage given to serial
entrepreneurs.

» First-time entrepreneurs are being squeezed out in the process and will have to rely much
more on:

o Bootstrapping their business via consulting revenues, subsidies (regional, national and
sometime European), etc, with the usual distraction entailed by such a detour.

o Business angels, in which case business angels will have to get better organised to
be able to cover the investing needs of their investee companies for a much longer
period of time.

o State-sponsored or tax-incentivised funds which are a bit of a curse and a blessing: on
one hand, these funds are becoming plentiful and much easier to access but on the other
hand, they seem to operate in a world of their own, with little contact with the wider
“‘commercial” VC community. As a result entrepreneurs are not subject to the same
discipline as they would in the commercial world and entrepreneurs’ ability to connect
with mainstream VCs is much reduced, making it more difficult to build real winners.

* In due course, the gap left in the early-stage part of the market will open the field to new,
hungry VC managers. By definition not the track record of experienced VCs, but expect these
funds to have much more qualified pedigrees as ex entrepreneurs or having operated in some
other capacity in or around the industry for a number of years, perhaps as service providers such
as recruitment experts in the case of WHEB Ventures or as corporate financiers in the case of
Index Ventures!

Please direct any questions or comments to vcbulletin@go4venture.com

The Go4Venture Team
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Investment Summary

Go4Venture HTI Index by Deal Value
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Headline Transactions Summary

Company Sector
Nordic Windpower (UK) Cleantech
www.nordicwindpower.com

Mimecast (UK) Software
www.mimecast.com

XDC (Belgium) Digital Media
www.xdcinema.com

FlatFrog (Sweden) Hardware
www flatfrog.com

Spartoo (France) Internet
www.spartoo.com Services
PhoneAndPhone (France) Internet
www.phoneandphone.com Services
Terra Nova (France) Cleantech

http://www.ludgateenvironmental.com/terra

Source: Go4Venture

Key

Bold indicates lead investor(s)
* Internal round

** | ed by existing investors

Round

c

26.6

14.7

15.3

12.5

12.3

1.3

8.1

€mn  Description

Wind turbine manufacturer

Provider of SaaS unified e-
mail management and
continuity services

Operator of Digital Cinemas
Developer and manufacturer
of touch screens

Online footwear retailer

Cellphone e-tailer

Electronic waste recycler

Investors

Khosla Ventures, I2BF
Management, Impax Asset
Management, New Enterprise
Associates, Novus Energy Partners,
Pulsar Energy Capital

Dawn Capital, Index Ventures

Gimv, SRIW

Invus, Promethean, Sunstone
Capital
A Plus Finance, CM-CIC Capital

Prive, Endeavour Vision, Highland
Capital Partners LLC

Innovacom, XAnge Capital Equity

Aurinvest, BNP Paribas
Developpement, Finorpa, Ludgate
Environmental Fund, LTG
International

January 2010




Company Sector Round €mn  Description Investors

Nordic Windpower (UK) Cleantech c 26.6  Wind turbine manufacturer Khosla Ventures, I2BF Management,

www.nordicwindpower.com Impax Asset Management, New Enterprise
Associates, Novus Energy Partners, Pulsar
Energy Capital

Nordic_Windpower (UK), the wind turbine manufacturer, raised $38.0mn

(€26.6mn) in a series C round of funding led by Khosla Ventures, with

I2BF Management, Impax Asset Management, New Enterprise
Associates, Novus Energy Partners and Pulsar Energy Capital
participating. The funds will be used to scale up Nordic Windpower's

operations around its 1 MW, N1000 wind turbines.

Nordic Windpower is headquartered in Berkeley, California with an R&D operation in Bristol, UK and
an assembly plant in Pocatello, Idaho. It was founded in 2005 to commercialise a $75mn, 20-year
R&D program funded by the government of Sweden and the European Union. The company’s
N21000 turbine is based on a two-bladed design targeted at community wind and utility markets
worldwide. The patented lightweight design responds flexibly to turbulence and wind shear, which
are the primary causes of fatigue and wear in more rigidly designed turbines. The company says this
extends the mechanical life of the turbines, increases reliability and lowers maintenance costs.
Nordic Windpower has already received $12.1mn of the funds raised, which it will use to scale up its
sales, manufacturing and service of the N1000 line. In 2009, the company sold 19 turbines, the first
three of which shipped to Nuevo Manantial, Uruguay’s largest wind power developer, in December.

The remaining turbines on order are destined for public sector and military projects in the US.

Nordic Windpower has adopted the Israeli model of operations, with headquarters in the US and
R&D offshore. It represents a US lead on European businesses in the renewable energy sector, as
the company is well-placed to capitalise on President O b a macbnsmitment to lead the US to
energy independence. In fact, Nordic Windpower is to date the first and only wind power company to

receive a commitment from the US Department of E n e r d.oari Guarantee Program.

The backing of Khosla Ventures (€875mn under management), a prime name in cleantech investing

backed by Sun Microsystems co-founder Vinod Khosla, is a strong win for the company, London-

based Impax Asset Management (over €1bn under management), an asset manager specialising in

environmental markets, and Novus Energy Partners (undisclosed assets under management), a

transatlantic fund focused on the cleantech industry, also participated. Also worth noting is the

involvement of New Enterprise Associates (€8.8mn under management), a classic ICT fund which

raised $2.5bn for its 13th fund in January 2010, a staggering performance in the current fund-raising

environment. [2BF Management (over $90mn under management) and Pulsar Energy Capital

(undisclosed assets under management) also joined in.
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Sector Round €mn  Description Investors

Mimecast (UK) Software B 14.7  Provider of Saa$ unified e-mail Dawn Capital, Index Ventures
www.mimecast.com management and continuity services
mime Mimecast (UK), a provider of SaaS-based unified e-mail management and

unified email management

continuity services, raised £13.0mn (€14.7mn) in a Series B round from
Dawn Capital and Index Ventures. Mimecast will use the funding to increase

research and development initiatives and continue to build its market presence.

Founded in 2003 by Peter Bauer (CEO) and South African expat Neil Murray (CTO), Mimecast’s
software-as-a-service offering provides email archiving, continuity, information security and policy
control across a range of business environments. The company has around 2,500 customers
worldwide, with offices in Europe, North America, Africa, the Middle East and the Channel Islands.
Mimecast’s products integrate disparate and fragmented email systems into one offering that is
always available from the cloud. This removes the need for multiple different in-house solutions and
extends the lifespan of existing Microsoft Exchange and Microsoft Outlook platforms. This addresses
the perennial business needs of minimising risk and reducing the cost and complexity of running
corporate email systems. The company says it has experienced triple digit revenue growth in each
of the last 3 financial years, proving its model to be recession-proof, thus far. VentureSource places

Mimecast’s growth in the ‘hockey stick’, going from €4mn to €10mn between 2008 and 2009.

This deal is reminiscent of that of Blackspider, the email filtering firm bought by SurfControl in 2006
for around £20mn, and more recently, security company MessagelLabs, which was bought by
Symantec in 2008 for £397mn.

Mi me c dauridérs have essentially bootstrapped their firm to this point, with the assistance of a
well-seasoned board: the company chairman is none other than Mike Hedges, previously CEO of
KVS, one of the famed exits of the 2003-5 period. KVS was acquired by Veritas (now Symantec
Enterprise Vault) for $225mn in September 2004. Jonathan Gale, the ¢ 0 mp a rBYP' o product

management, is himself ex-MessagelLabs and was involved in steering that company to acquisition.

Dawn Capital is an up-and-coming investor to watch; as well as managing one of the UK state-
incentivised Enterprise Capital Funds (€44mn under management) it counts numerous big-hitters in
technology and telecoms among its board of advisors and possible co-investors, including Michael
Hill, previously Head of Ci t i g rEoroppah $Healthcare Investment Banking business. Index
Ventures (€1.8bn under management) is known for its successful track record in European
technology venture capital investments, one of the few successful European VC managers to

emerge in the last decade.
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Sector Round €mn  Description Investors

XDC (Belgium) Digital Media D 15.3  Operator of Digital Cinemas Gimv, SRIW
www.xdcinema.com

XDC (Belgium), a provider of digital cinema services, secured €15.3mn in a

A Series D round of finance from Gimv and SRIW. The company will use the

funds to support a pan-European roll-out of digital cinema.

Based in Liege, Belgium and founded in 2004, XDC specialises in installing and maintaining digital
cinemas. Services range from equipment supply to financing (via ING and BNP Paribas Fortis),
training, installation and maintenance. The company also offers content processing and delivery,
remastering content for digital consumption. XDC was spun off from parent company EVS, a NYSE
Euronext-listed company developing the corresponding equipment. The company is a market leader
in Europe, with Virtual Print Fee (VPF) agreements in place with the 6 major US film studios -
Disney, Fox, Paramount, Sony, Universal and Warner - to roll out digital cinema across 8,000
screens in 22 European countries by 2015. At present only 5% of European cinemas are equipped
for digital cinema. VPFs allow cinema owners to invest in digitalisation with the financial support of
the film studios, which in turn benefit from the deal by adding cinemas to their distribution network,

reduced distribution costs and the move to 3D where content allows.

Digital cinema is a massive growth industry, particularly with the take-up of new 3D film-making
technology (proven to great effect in James Ca me r @009 blockbuster , A v a taadr XDT ,is

poised to ride the crest of the wave of investment in this new technology.

The company was initially financed by an array of local investors over three rounds. This round of
growth equity follows an initial commitment in 2008 from SRIW (€932mn under management), the
Walloon region investment fund specialising in supporting local businesses creating employment. It
also brings in GIMV (€1.7bn under management), a listed management company with a spread of
funds across IT, healthcare, business and consumer products and energy and agriculture sectors.

The investment in XDC comes from G| M VBuyouts & Growth division.
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Company Sector Round €mn  Description Investors

FlatFrog (Sweden) Hardware A 12.5  Developer and manufacturer of touch Invus, Promethean, Sunstone
www.flatfrog.com screens Capital

FlatFrog (Sweden), the developer and manufacturer of large format touch
screens, raised €12.5mn in a Series A round of funding led by Invus and
Promethean, with the participation of Sunstone Capital. The funding will be

used to commercialise the company's product line of large high-performance,

multi-touch in-glass displays.

Founded in 2007 by optics expert Ola Wassvik and serial entrepreneur Christer Fahraeus, FlatFrog
is based in Lund, Sweden. The company develops multi-user, multi-touch display interfaces for
electronic devices in a slim form factor. The systems are based on refractive optics technology,
meaning that touch can be detected without the need for a specialised input device (such as a
stylus, or in the case of Apple’s iPhone, a finger unhampered by gloves). The company has
demonstrated proof of concept and with the fresh capital, will commercialise its product line of large
multi-touch screens (from 5” to 100”) for the education, gaming, hospitality and digital signage
markets, initially. FlatFrog is also developing optics-based multi-touch kits and subsystems for
smaller, high-volume consumer electronics products such as all-in-one computers, notebooks and

tablet devices.

This is another burgeoning market, particularly as the software catches up to the hardware. The
potential for applications in gaming and entertainment are significant, not to mention more industrial
applications such as medicine, environmental or other complex systems control. It is interesting to
note that the company is targeting its technology beyond the now ubiquitous touch-screen

smartphone market.

The investment was co-led by Invus and Promethean. Invus (€1.2bn under management) started as

a multi-family office and has now become a large alternative investment player. Invus is not new to
the educational technology market; it previously invested in The Grow Network, a US-based
educational assessment body acquired by McGraw-Hill Education in 2004. Promethean (€112mn
under management), is a world leader in the rapidly growing global market for interactive learning

technologies. Existing Danish investor Sunstone Capital (€402mn under management) also

participated in the round.
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Sector Round €mn  Description Investors

Spartoo (France) Internet B 12.3  Online footwear retailer A Plus Finance, CM-CIC Capital
www.spartoo.com Services Prive, Endeavour Vision, Highland
Capital Partners LLC

Sggguodolm", Spartoo (France), the online footwear retailer, raised €12.3mn in a Series B
round of finance led by Highland Capital Partners and EndeavourVision,
with existing investors A Plus Finance and CM-CIC Capital Privée also
participating. The funds will be used to realise the next stage of the company’s

growth.

Founded in 2005 by university friends Boris Saragaglia, Paul Lome and Jérémie Touchard, with the
management expertise of Philippe Wargnier, Spartoo has enjoyed considerable success in the
online retail space, selling brand-name shoes. The company has more than 600,000 regular
customers across Europe and more than four million unique visitors, according to a Nielsen report
from November 2009. Spartoo is headquartered in Echirolles, near Grenoble, with a presence in
France, the UK, Italy, Belgium and Luxembourg. The company says it has seen its turnover multiply
by 70 times over the past three years. At the time of writing this bulletin, the company announced its
acquisition of Sachy.com for €1mn from online shopping site, 24h00.com, a former competitor of
Vente-privée, the private sale leader. This acquisition will allow Spartoo to expand its offering to
include handbags and accessories, mimicking brick and mortar shoe retailers selling higher margin
goods.

Spartoo has an impeccable execution track record, raising €1.2mn in 2006 from individual investors,
€4.3mn in 2007 from two local funds, A Plus Finance (€55mn under management) and CM-CIC
Capital Prive (€313mn under management).

The existing institutional investors are joined in this round by Geneva-based international investors

Highland Capital Partners LLC (€2.4bn under management) and EndeavourVision (€45mn under

management). Both Highland and EndeavourVision are based in Geneva, a short drive away from

thec o mp a headgsarters in Grenoble.

Highland Capital has been active in Europe for many years with a number of primarily growth equity
transactions. In the US, Highland provides crossover funds for companies from seed to late-stage.
EndeavourVision is a Swiss-based pan-European investor resulting from the merger in 2007 of
Endeavour, an early-stage business angel fund, and Vision Capital, an attempt at building a cross-
Atlantic fund with European roots. EndeavourVision is particularly known for its partnership with the
European Tech Tour (www.techtour.com), E u r o peerhier VC investment conference organiser,

which was created at the initiative of Vision C a p i ttaafbuhdsr Sven Lingjaerde.
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Company Sector Round €mn  Description Investors

PhoneAndPhone (France) Internet A 11.3  Cellphone e-tailer Innovacom, XAnge Capital Equity
www.phoneandphone.com Services

PhoneAndPhone (France), the mobile phone e-tailer, raised €11.3mn in a

Series A round from Innovacom and XAnge Private Equity. The funds will

be used to consolidate the company’s position in France and allow it to expand
Phone®Phone

les mobiles aux meilleurs prix

internationally.

Founded in 2005 and headquartered in Marne-la-Vallée, PhoneAndPhone is best known for its
promotional offers in the mobile telephony retail space, selling phones and subscriptions bundled
with free gifts (MP3 players, but also TVs, laptops etc). The company employs around 50 people
and in 2010, plans to open in Spain, Germany and the UK.

PhoneAndPhone gained notoriety in 2008 by selling iPhones imported from the US, despite Orange
F r a n cexclusve contract to supply iPhones to the French public. At the time of writing, the
company had done something similar with the Google Nexus One. The company has also raised
controversy with its aggressive sales tactics, with users complaining of not receiving the promotional

goods, and difficulty in accessing customer service according to consumer magazine “Que Choisir? ”

Initially funded privately, the company now welcomes local investor XAnge Private Equity (€294mn

under management), a private equity and venture capital firm sponsored by La Banque Postale, one
of the largest retail banks in France and a fully owned subsidiary of La Poste, the French Post
Office. The other investor is Innovacom (€588mn under management), a long-established manager

initially seeded by France Telecom.

Though not much media coverage has followed this deal, it is most interesting to note such a strong
VC interest in online mobile sales, no doubt spurred by the decline in fixed line telephony as more
consumers and businesses adopt mobile and IP telephony solutions. It is also yet another example

of the power of online sales in disenfranchising expensive brick and mortar models.
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Sector Round €mn Description Investors

Terra Nova (France) Cleantech A 8.1 Electronic waste recycler  Aurinvest, BNP Paribas

http://www.ludgateenvironmental.com/terra Developpement, Finorpa, Ludgate
Environmental Fund, LTG
International

(‘:\ TERRANOVA ) Terra Nova (France), a recycler of printed circuit boards (PCBs) and other

electronic waste, raised €8.1mn in a Series A round of finance led by
Ludgate Investments. Aurinvest, BNP Paribas, Finorpa and LTG International
also participated. The funds will be used to construct a PCB treatment and

recycling plant in northern France.

Founded in 2006 by Christian Thomas and Michel Trabuc, with seed funding from Irish industrial
investor March Capital, Terra Nova is a cleantech company currently constructing a pre-treatment
and recycling plant for printed circuit boards in northern France, which will be operational by Q1
2011. The management team has experience in this field, and has established key relationships with
both suppliers of printed circuit boards and end customers, the company says, with demand for the
service by far outstripping the capacity of the plant. The company hopes that the new facility will help
European companies meet the requirements of the European Waste from Electrical and Electronic

Equipment (WEEE) Directive, thus easing the flow of toxic electronic waste to the developing world.

Recycling remains one of the hottest areas of cleantech, and the focus on waste electronics is
particularly attractive. Terra N o v arhoslel is similar to that of wafer recycling business SiC
Processing (an October 2007 landmark transaction with a €53mn investment led by Merrill Lynch
Corporate Principal Investments group and Zouk Ventures) but requires much less capex, making it

a deal aligned witht o d ampore sober investment market mood.

Lead investor in this round is Ludgate Environmental Fund, a Jersey domiciled closed-end

investment company listed on the Alternative Investment Market of the London Stock Exchange

(AIM) since August 2007 with assets of close to £50mn as of 31 December 2009.

The remaining consortium of mid-market investors includes Aurinvest (undisclosed assets under

management), a business angels driven growth equity fund, and BNP_Paribas Private Equity

(€800mn under management), an established mid-market private equity player, together with

regional investor Finorpa (€129mn under management).
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Disclaimer

This report has been prepared and issued by Go4Venture Advisers LLP who are authorised
and regulated by the Financial Services Authority.

All information used in the publication of this report, has been compiled from publicly available
sources that are believed to be reliable, however no representation, warranty, or undertaking,
express or limited is given as to the accuracy or completeness of the information or opinions
contained in this report. Opinions contained in this report represent those of Go4Venture
Advisers LLP at the time of publication. This research is non-objective. This document is
provided for information purposes only and should not be construed as an offer or solicitation
for investment. Furthermore, as the information contained in this document is strictly
confidential it may not be reproduced or further distributed.

The value of investments and any income generated may go down as well as up. Past
performance is not necessarily a guide to future performance. Investors may not get back the
amount invested. This publication is not intended to be relied upon in making any specific
investment or other decisions. Appropriate independent advice should be obtained before
making any such decision.

This report has been compiled by Jean-Michel Deligny, Managing Director — for and on behalf
of Go4Venture.

Copyright: 2010 Go4Venture. All rights reserved

Registered address: 48 Charles Street, Berkeley Square, London W1J 5EN Company No. 4247284 Incorporation number OC336611
Authorised and Regulated by the Financial Services Authority
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