





FEM OM BJORN BJORA

Jan Terje Aasgaard

Banksjef, leder for PE-investeringer

DnB NOR/Vital Investor

Bjarn Bjora og Teknoinvest har veert pionér i tidligfase-
venture i Norge, og har gjort en viktig innsats for bransjen.
Bjora har veert ink til & nne frem til gode selskaper og
utvikle disse, og har ogsa spilt en viktig rolle i & utvikle
investeringsstrukturer i Norge. Han er en kunnskapsrik
person med hgy integritet.

Morten Mork

CEO, Obstacle Collision Avoidance System (OCAS)

Det er en stor fordel & ha med en erfaren venturekapitalist
som Bjarn Bjora. Han har selv veert leder i en starre
teknologibedrift og har ballast. Nar det blaser imot lar han
seg ikke distrahere. En investor med mindre rutine blir ofte
engstelig og synes ting blir vanskelig. Bjora fokuserer heller
pa mulighetene. Han er som andre investorer opptatt av
avkastning og exitmuligheter, men forstar at veien fremover
som oftest har svinger.

Erik Hagen

Managing Partner, Viking Venture

Styremedlem i Norsk Venturekapitalforening (NVCA)
Bjgrn Bjora er bransjens «Grand old man», og har
bidratt mye pa omrader som ikke har gitt verken ham eller
Teknoinvest noen avkastning direkte. Bjora er apen og
lyttende, men samtidig tydelig pa det han mener er viktig.
Han gir ikke lett opp, men star lgpet ut. Bjora er fortsatt
faglig nysgjerrig, og det star stor respekt av a veere
venturekapitalist nar man egentlig skulle gatt inn i
pensjonistenes rekker.

Kathryn M. Baker

Partner, Reiten & Co

Styreleder i Norsk Venturekapitalforening (NVCA)

Bjarn Bjora har brukt mye av sin tid og energi for bransjen,
men har holdt en lav pro | og har derfor ikke alltid fatt den
anerkjennelse han fortjener. Bjora er en ydmyk, varm og
inkluderende person. Han har veert god til & fa folk til &
jobbe sammen i prosjekter i NVCA, og til & nne de riktige
menneskene til de enkelte oppgavene. Jeg tror at denne
tilnaermingen ogsa er en av hans styrker som investor.
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Erik Engebretsen

Styreleder i flere Teknoinvest-fond

Bjorn Bjora er av natur en teknologigriinder; langsiktig

og utholdende. Han er mild i formen, men sterk i troen pa
selskapene. Bjora er ink til & kjgpe og utvikle selskaper,
men nok ikke fullt s& glad i & selge dem. Teknoinvest var
tidlig ute med & bygge et «Silicon Valley» i Norge som ikke
bare var basert pa formuende familier, men péa en fonds-
basert tenkning. Bjora har gjort en viktig innsats for &
pavirke bransjens rammebetingelser og fremme forstaelse
for viktigheten av tilgangen pa riskokapital til nyskapning.

Randi E. Hognestad og Bjern Bjora

DLA Piper -

the only global lavfirm in Norway

With more than 3,700 lawyers
located in 28 countries and 66 office
throughout Asia, Europe, the Middle
East and the US, DLA Piper is
positioned to help companies with
their legal needs anywhere in the
world.

Contact:

T +47 24 13 1500

E info.norway@dlapiper.com
www.dlapiper.com



MNEr —

WIKBORG REIN

Wikborg Rein’s Private Equity Group advises Norwegian and foreign
private equity and venture capital funds, management companies and
investors with structuring and establishing various types of fund struc-
tures. We assist with M&A transactions, public-to-private transactions,
auction processes, restructurings and exit strategies. Our advice includes
regulatory and tax, incentive arrangements for portfolio companies, and
post-acquisition reorganisations. The Private Equity Group draws on the
broad industry expertise in the firm, thereby ensuring advice on the basis
of strong industry knowledge with respect to the relevant target or port-
folio company.

Wikborg Rein is one of Norway's leading law firms with offices in Oslo,
Bergen, London, Singapore, Kobe, and Shanghai. The firm's long-stand-
ing presence overseas distinguishes Wikborg Rein as the Norwegian law
firm with most international experience and expertise.

0SLO

Kronprinsesse Marthas pl. 1
PO Box 1513 Vika

0117 Oslo, Norway

Tel.: (+47) 22 82 75 00
E-mail: oslo@wr.no

FOR MORE INFORMATION,
PLEASE CONTACT:

Sigurd Opedal
Tel.: (+47)22 82 76 28 / (+47) 995 23 499
E-mail: sop@wr.no

Susanne Munch Thore
Tel: (+47) 2282 76 18 / (+47) 911 36 899
E-mail: smt@wr.no
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Medlemsoversikt | Members

Primaermedlemmer | Primary members

Alliance Venture

Altaria Private Equity
Altor Equity Partners
Borea Opportunity
CapMan Norway
Convexa

Energy Ventures

EQT Partners

Ferd Venture

Fjord Invest

FSN Capital Partners
Hafslund Venture
Herkules Capital
HitecVision AS

IK Investment Partners
Incitia Ventures

Investinor

Neomed Management
Nordic Capital
NorgeslInvestor (Hartvig Wennberg AS)
Norlnnova Forvaltning
Northzone Ventures
Norvestor Equity
Progressus Management
Proventure Management
Ratos

Reiten & Co

Sarsia Management
Sarsia Seed Management
Skagerak Venture Capital
SakorninVest Management
Teknoinvest

TeleVenture Management
True North Capital
Venturos Venture
Verdane Capital

Viking Venture

www.allianceventure.com
www.altaria.no
www.altor.no
www.borea.no
Www.capman.com
WwWWw.convexa.no
www.energyventures.no
www.eqt.no
www.ferdventure.no
www.fjordinvest.no
www.fsncapital.no
www.hafslund.no
www.herkulescapital.no
www.hitecvision.com
www.ikinvest.com
www.incitia.com
www.investinor.no
www.neomed.no
www.nordiccapital.com
www.norgesinvestor.no

www.norinnovaforvaltning.no

www.northzone.com
WWWw.Nnorvestor.no
WWW.progressus.no
WwWw.proventure.no
www.ratos.no
Www.reitenco.no
WWw.sarsia.com
www.sarsiaseed.com
WWW.SVC.NO
www.sakorn.no
www.teknoinvest.com
www.telenorventure.com
www.truenorth.no
Wwww.venturos.no
www.verdanecapital.com
www.vikingventure.no

Assosierte medlemmer | Associated members

Investerende assosierte medlemmer | Investing associated members

Acta Asset Management AS
BKK AS

BTV Invest

Campus Kieller AS

Credo Partners as

East Capital AB

Eidsiva Vekst AS
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www.acta.no
www.bkk.no
www.btv-invest.no
www.campuskjeller.no
www.credopartners.no
www.eastcapital.com
www.eidsivaenergi.no

Energy Capital Management
Energy Future Invest AS
Innovasjon Norge Fondsforvaltning
Innovationskapital AB

Mallin Venture

Norfund

Sinvent

Spring Management AS

Staff Private Equity AS

Statkraft Development AS
Sydvestor ASA

Sakorn Midt Norge/Leiv Eriksson Nyfotek AS
Telenor New Business

Investorer i fond | Investors in funds
Argentum Fondsinvesteringer AS
Cubera Private Equity

Gijensidige Forsikring

Norfund

Norgeslnvestor Opportunities AS
Vital Forsikring ASA

Andre | Others
Oslo Cancer Cluster

Radgivere til bransjen | Service providers
Advokatfirmaet Arntzen de Besche
Advokatfirmaet BAHR

Advokatfirmaet CLP DA

Advokatfirmaet Deloitte DA
Advokatfirmaet DLA Piper Norway
Advokatfirmaet Haavind Vislie AS
Advokatfirmaet Kvale & Co
Advokatfirmaet Schjedt DA
Advokatfirmaet Selmer DA
Advokatfirmaet Simonsen DA
Advokatfirmaet Steenstrup Stordrange DA
Advokatfirmaet Thommesen
Advokatfirmaet Wiersholm

Advokatfirmaet Wikborg Rein

Alexander Hughes Executive Search

BDO Noraudit Oslo DA

Berg Goller & Co AS

Danske Markets Corporate Finance, Norway
DnB NOR Markets Corporate Finance
Ernst & Young AS

Forskningsparken AS

FOYEN Advokatfirma DA
Geelmuyden.Kiese

IBM AS

KPMG Transaction Services

Marsh (Norway) Ltd
PriceWaterhouseCoopers Financial
Steinvender AS

www.energycapital.no
www.energyfutureinvest.com
www.innovasjonnorge.no
www.innkap.se
www.mallin.no
www.norfund
www.sintef.no
www.springfondet.no
www.staff.no
www.statkraft.no
www.sydvestor.no
www.len.no
www.telenor.com

www.argentum.no
www.cubera.no
www.gjensidige.no
www.norfund
www.norgesinvestor.no
www.vital.no

www.oslocancercluster.no

www.adeb.no
www.bahr.no

www.clp.no
www.deloitte.com
www.dlapiper.comhorway
www.haavind.no
www.kvaleco.no
www.schjodt.no
www.selmer.no
www.simonsenlaw.no
www.steenstrup.no
www.thommessen.no
www.wiersholm.no
WWW.WrCO0.No
www.alexanderhughes.com
www.bdonoraudit.no
www.berggoller.no
www.danskebank.com/corporatefinance
www.dnbnor.no/markets
WWW.ey.com
www.forskningsparken.no
www.foyen.no
www.geelmuyden-kiese.no
www.ibm.com/no/
www.kpmg.no
www.marsh.no
WWW.PWC.COmM.No
www.steinvender.no
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Etiske retningslinjer

Del I: Etiske regler:

1. Norsk Venturekapitalforening, fortkortet Norsk Venture
eller NVCA, er en ideell interesseorganisasjon for de aktive
eierfondene innenfor sékorn, venture og private equity i
Norge. Bransjen omfatter akterer som utever aktivt
eierskap giennom langsiktig, méalrettet investerings-
virksomhet i oppstartsvirksomheter, bedrifter i en tidlig
fase, vekstfase eller i virksomheter som skal restruktureres.
Medlemskap i Foreningen innebaerer en forpliktelse til

a arbeide for bransjens fremme.

2. Medlemmer skal uteve aktivt eierskap, ha en langsiktig
investeringshorisont og i sin virksomhet ikke aktivt
engasjere seg i kortsiktig spekulasjon.

3. Medlemmer skal utfere sin virksomhet pa en ansvarlig
mate og skal ikke involvere seg i virksomhet eller
handlinger som vil veere skadelig for omverdenes
oppfatning av sékorn—, venturekapital- eller private equity
naeringene eller disses interesser.

4. Ethvert medlem skal fremme og opprettholde en

hoy etisk standard for sin virksomhet og handle ansvarlig,
rettferdig og eerlig overfor alle virksomheter som man er i
kontakt med.

5. Uten tillatelse skal et medlem ikke repe konfidensiell
informasjon som det har mottatt i forbindelse med
forhandlinger med selskaper som medlemmet vurderer
a investere i eller som folge av den lgpende kontakten
med sine portefoljieselskaper.

6. Et aktivt eierfond eller investeringsselskap skal ikke
benyttes til & berike dets styremedlemmer, ledelse, ansatte
eller andre representanter, ut over det de rettmessig skal
motta i henhold til etablerte kompensasjonsordninger og
avtaler om overskuddsdeling.

7. Medlemmer skal sgrge for at deres representanter i
styrer i portefolieselskapene ved utevelsen av sitt styreverv
skal vaere spesielt oppmerksom pa og utvise saerlig
aktsomhet i de mulige interessekonflikter
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styremedlemmene kan komme opp i kraft av sin rolle
som bade styremedlem og representant for medlemmet.

8. Medlemmer skal ha regler for hvordan det skal
handtere og informere om eventuelle personlige inves-
teringer som foretas av medlemmets styremedlemmer,
ledelse, ansatte eller andre representanter. Det samme
gjelder dersom forvaltningsselskapet skal investere i
portefolieselskaper.

9. Medlemmer skal uteve spesiell aktsomhet i forbindelse
med omsetning av aksjer eller ved emisjoner i selskaper
som ikke er barsnoterte, (herunder bl.a. selskaper hvor
aksjene omsettes i gramarkedet), og hvor slike
transaksjoner rettes mot investorer som ikke er
profesjonelle. Medlemmer skal herunder veere spesielt
aktsomme med henhold til handtering av informasjon
bade internt og eksternt.

10. Medlemmer skal ikke baktale, asrekrenke eller
urettmessig kritisere et annet medlem.

11. Dersom to eller flere medlemmer i samarbeid

yter 1an eller investeringer til et nytt eller eksisterende
portefolieselskap, skal alle investorene gjensidig gi de
ovrige deltakende investorer all vesentlig informasjon som
er kjent for dem om den potensielle portefeljiebedriften.
Denne opplysningsplikten omfatter ogsa informasjon om
eventuelle seerlige forbindelser og relasjoner mellom en
av investorene og portefoliebedriften eller sentrale
personer i disse.

12. Medlemmer skal ikke akseptere innskudd i sine
investeringsselskaperfond som kommer fra uspesifiserte
kilder eller fra anonyme sammenslutninger av kapital.

13. Medlemmer skal opptre ansvarlig overfor
investeringsselskapetsfondets investorer, ved blant annet
a gi full informasjon om investeringsselskapetsfondets
operasjonelle og finansielle forhold.

14. Medlemmer skal ikke urettmessig utnytte sin posisjon
i Foreningen eller misbruke informasjon som gis til
Foreningen.

15. Ved undersekelser utfert av det etiske radet om
mulige brudd pa de etiske retningslinjer, vil ethvert forsek
pa & skjule overtredelse av de etiske retningslinjene overfor
Foreningens etiske rad bli ansett som brudd pa de etiske
retningslinjer.

16. Medlemmer skal etterleve foreningens vedtekter

og disse Etiske Retningslinjer og alle avgjerelser truffet av
Foreningens etiske rad og styre i etiske spersmal. Ethvert
medlem skal ogsé kreve at dets styremedlemmer, ledelse,
ansatte og andre representanter etterlever de samme
retningslinjer og avgjerelser i utovelsen av medlemmets
virksomhet.

17. Disse etiske retningslinjene gjelder tilsvarende
for assosierte medlemmer sé langt de passer.

Del II: Prosessuelle regler:

18. Etisk Rad kan selv eller etter henvendelse fra

andre ta opp forhold vedrerende Medlemmers brudd pa
disse Etiske Retningslinjer. Radet kan ogsa selv eller pa
henvendelse fra Medlemmer avgi uttalelseranbefalinger til
Medlemmene vedrerende problemstillinger av etisk art.

19. Etisk Rad skal normalt ikke avgi uttalelser i forbindelse
med pagéende rettssaker, med mindre det forhold Etisk
Rad uttaler seg om er av en slik art som det ikke kan
forventes at domstolen tar stilling til.

20. Hver av Radets medlemmer skal for behandling av en
sak pabegynnes, vurdere sin habilitet i saken. Ved denne
vurderingen skal det legges vekt pa Radsmedlemmets
tilknytning til det/de aktuelle Medlem(mer) som aksjonaer/
styremedlem eller ansatt og pa Réddsmedlemmets
tilsvarende tilknytning til annet Medlem eller foretak som
kan ha interessekonflikt med det(de) aktuelle Medlem(mer)
i forbindelse med den aktuelle sak.

21. | saker Radet tar opp til behandling, som kan involvere
sparsmal om et Medlems brudd pé de Etiske

Retningslinjer, skal det aktuelle Medlem underrettes om
saken og grunnlaget for & ta denne opp. Medlemmet skal
gis en frist for & uttale seg. | tilsvaret er Medlemmet
forpliktet til & fremkomme med alle forhold som kan veere
relevante for saken, ogsa slike som kan veere til ugunst
for Medlemmet (jf. pkt. 15 i Etiske Retningslinjer).

22. For R&det endelig ferdigstiller en eventuell uttalelse,
skal utkast oversendes det aktuelle Medlem til uttalelse.

23. Radets endelige uttalelse i en sak skal utformes
slik at det aktuelle Medlems taushetsplikt overfor
forretningsforbindelser og Medlemmets
forretningshemmeligheter tas tilberlig hensyn til.

24. Endelig uttalelse fra Radet oversendes det (de)
Medlem(mer) som er berart av uttalelsen.

25. Réadets uttalelse med forslag til reaksjonsform
oversendes Foreningens styre for endelig beslutning

(if. Vedtektenes § 12) og for beslutning om uttalelsen skal
offentliggjeres. Radet skal underrette Foreningens styre
ved styrets leder, om saker som er under behandling.

26. Etisk Rad kan i samréd med Foreningens styre
engasjere juridisk eller annen radgiver for Foreningens
regning i forbindelse med problemstillinger Radet far til
behandling.

27. | alle saker som Etisk Rad behandler, er saks-
behandlingen og opplysninger” dokumentasjon som
fremkommer under den, konfidensiell. Etisk Rad har
taushetsplikt vedrerende saker til behandling utover det
som folger av disse saksbehandlingsregler.

28. Styret beslutter om de skal offentliggjere sin
konklusjon ovenfor andre enn det (de) Medlem(mer)

som er berort av uttalelsen. En eventuell offentliggjering
skal utformes slik at det (de) aktuelle Medlems
(Medlemmers) taushetsplikt overfor forretningsforbindelser
og Medlemmets (Medlemmers) forretningshemmeligheter
tas tilberlig hensyn til.
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Code of ethics

Part I: Ethical rules

Section 1

The Norwegian Venture Capital & Private Equity
Association, abbreviated to Norsk Venture or NVCA and
with the sub-title “association for venture capital and
private equity funds in Norway”, is an idealistic interest
organisation for active equity funds in the seed capital,
venture capital and private equity sectors operating in
Norway. Members of the association are players who
exercise active ownership through long-term, purposeful
investment activity in business start-ups, enterprises in the
early and growth phases, or companies being
restructured. Membership of the association involves an
obligation to work for the advancement of the industry.

Section 2

Members must exercise active ownership, have a long-
term investment horizon, and not engage actively in
short—term speculation as part of their venture capital
business.

Section 3

Members must conduct their business in a responsible
manner, and must not engage in operations or actions
which would be damaging for the general reputation of the
seed capital, venture capital or private equity sectors,

or to their interests.

Section 4

Every member must promote and maintain a high ethical
standard in its business, and behave responsibly, equitably
and honestly towards all enterprises with which it is in
contact.

Section 5

Unless authorised to do so, no member may disclose
confidential information received in connection with
negotiations conducted with companies in which the
member is considering making an investment, or as a
consequence of on—going contacts with companies
in its portfolio.

Section 6

A private equity fund or investment company may
not be used to enrich its directors, management,
employees or other representatives over and above
their entitlement under established compensation
arrangements and profit-sharing agreements.
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Section 7

Members must ensure that their representatives on the
boards of portfolio companies will, when discharging their
boardroom duties, be specially mindful of and show
particular care with regard to possible conflicts of interest
they might face as a result of their role as both a director
and a representative of the member.

Section 8

Members must have rules concerning the way possible
personal investments made by their own directors,
management, employees or other representatives should
be made and reported. The same applies if the
management company is to invest in portfolio companies.

Section 9

Members must exercise particular care over the sale
of shares or share issues in companies not listed on
the stock exchange (including shares traded in the
unregulated market), and when such transactions are
directed at non—professional investors. In this context,
members must be especially cautious in handling
information both in-house and externally.

Section 10
Members must not traduce, slander or unjustifiably
criticise another members.

Section 11

If two or more members jointly make a loan to or invest

in a new or existing portfolio company, all the investors will
mutually provide the other participating investors with all
significant information known to them about the potential
portfolio company. This duty to inform also embraces
information about possible special links and relationships
between one of the investors and the portfolio company
or key persons in the latter.

Section 12

Members must not accept deposits for their investment
companiesfunds which derive from unspecified sources or
from anonymous capital accumulations.

Section 13

Members must act responsibly towards the investors

in their investment companiesfunds, in part by providing
full information on the investment companyfund’s
operational and financial position.

Section 14

Members must not make illegitimate use of their position
in the association or misuse information provided to the
association.

Section 15

In the event of investigations conducted by the ethics
board on possible breaches of this ethical code, any
attempt to conceal a breach of the code from the
association’s ethics board will be regarded as a breach
of the code.

Section 16

Members must observe the association’s statutes,

this ethical code and all decisions taken by the
association’s board and ethics board on ethical matters.
Every member must also require that its directors,
management, employees and other representatives
observe this code and these decisions in their conduct
of the member’s business.

Section 17
This code of ethics also applies where appropriate
to associate members.

Part Il: Procedural rules

Section 18

The ethics board can raise issues, on its own initiative
or at the request of others, relating to breaches of this
code of ethics by members. The board can also, on its
own initiative or at the request of members, issue
statementsfecommendations to the members relating
to issues of an ethical nature.

Section 19

The ethics board will not normally issues statements
relating to on—going legal proceedings, unless the issue on
which the ethics board comments is of such a character
that the court is unlikely to take it into consideration.

Section 20

Before consideration of a case begins, each of the board’s
members must consider whether the issue involves them
in a conflict of interest. When making this assessment,
weight will be given to the relationship between the board
member and the relevant member(s) as
shareholder/director or employee, and to the board
member’s corresponding relationship with any other
member or company which could be involved in a conflict
of interest with the relevant member(s) concerned in the
relevant case.

Section 21

In the event that the board takes up cases for
consideration which could involve the question of a breach
of the code of ethics by a member, the relevant member
must be notified of the case and the basis for considering
it. The member must be given a deadline for providing a
response. In its response, the member is duty—bound to
present all facts which could be relevant to the issue,

even if these are unfavourable to the member

(see section 15 of the code of ethics).

Section 22
Before the board finalises a possible statement, a draft
must be sent to the relevant member for comment.

Section 23

The board’s final statement on a case must be framed
in a way which takes appropriate account of any duty of
confidentiality owed by the relevant member to its
business contacts, and of the member’s commercial
secrets.

Section 24
The final statement from the board will be sent to the
member(s) affected by it.

Section 25

The board’s statement, with a proposed form of reaction,
will be submitted to the board of the association for a final
decision (see statute 12 of the statutes) and for a decision
on whether the statement should be published. The ethics
board will notify the board of the association, via its chair,
about cases under consideration.

Section 26

In consultation with the board of the association,

the ethics board can hire legal or other advisers at the
expense of the association in connection with issues
submitted to the board for consideration.

Section 27

Consideration of and informatiorvdocuments relating to
all cases considered by the ethics board are confidential.
The ethics board has a duty of confidentiality relating to
the cases under consideration which comes in addition
to the provisions in these rules of procedure.

Section 28

The board of the association decides whether it will
publish its conclusions to anyone other than the
member(s) covered by the statement. Possible publication
must be framed in a way which takes appropriate account
of any duty of confidentiality owed by the relevant member
to its business contacts and of the member’s

commercial secrets.
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En rask introduksjon til Private Equity

Det er lett & ga seg vill i jungelen av ord og uttrykk
nar man snakker om private equity og aktive eierfond.
For & bedre forsta bransjen har vi laget et lite
oppklaringsverktay der bransjens betegnelser,
organisering og virkemate forklares.

Begrepsavklaring:

«Venture» og «private equity» pa norsk

Bransjen er, som kapitalmarkedene forovrig, preget av
utstrakt bruk av engelske begreper. Forvirrende nok er ikke
begrepsbruken i bransjen konsekvent. Private equity
brukes pa engelsk som en samlebetegnelse pa fonds-
investeringer i unoterte aksjer, som et motstykke til public
equity eller noterte aksjer. | Norge brukes imidlertid private
equity av mange i betydningen industriutviklingsfond, ogsa
kalt buyout eller oppkjepsfond der man investerer i modne
0g ofte store selskaper. Venturekapital, som betegner
tidligfase- eller vekstfond, kommer i tillegg. | denne
arboken bruker vi private equity som en samlebetegnelse
for alle slike fond, fra de som investerer i svaert unge
bedrifter (sékorn/seed), til venturekapital og hele veien til
de store buyoutfondene.

Aktive eierfond

Aktive eierfond er den norske oversettelsen for private
equity-fund. De aktive eierfondene foretar investeringer i
selskaper hvor investeringenes varighet er forhands-
bestemt. De aktive eierfondene er spesialisert pa ulike
faser av bedriftens livssyklus, og i navnet ligger aktiv
involvering i selskapets utvikling og drift, normalt over en
periode fra tre til ti &r.

Seed eller sakornfond

Aktive eierfond spesialisert pa griinderbedrifter blir kalt
seed eller sékornfond. Disse investerer i selskap som ofte
kun bestar av en grinders produkteidé eller
teknologilasning.

Venture

Den neste fasen omtales ofte som venture. Venturefond
investerer i selskaper som allerede har et produkt eller
teknologi. En organisasjon er ogsa pa plass, og det neste
steget er & lykkes kommersielt.
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Ekspansjon

Ekspansjon er en betegnelse pa investeringer i selskaper
som allerede har etablert seg i et bestemt marked med et
produkt, men hvor det finnes et videre potensial for
etablering i starre markeder og/eller utvikling av relaterte
produkter og tjenester.

Buyoutfond

Buyoutfond, ogsa kalt oppkjgpsfond eller industri-
utviklingsfond, er fond som har spesialisert seg pa mer
modne bedrifter hvor utfordringen ligger i & effektivisere
og revitalisere selskapet gjennom restrukturering.

Selskapene som de aktive eierfondene
investerer i
Aktive eierfond investerer i selskaper med stort vekst- og
utviklingspotensial, og deler bade fremgang og risiko med
selskapets @vrige investorer og ledelse. Selskap som
fondene har investert i omtales ofte som portefolieselskap.
Mange fond har spesialisert seg pa en eller flere bransjer.
Investeringene kan skije bade tidlig og sent i et selskaps
utvikling. Som regel investeres det ikke i bersnoterte
selskaper, med unntak av selskaper som kjopes for & tas
av bars. For vekstforetak i tidligfase er aktive eierfond ofte
det eneste finansieringsalternativet fordi risikonivaet er for
hovyt til & fa banklan.

De aktive eierfondene bidrar
til ekonomisk utvikling
Aktive eierfonds bidrag til skonomisk utvikling og vekst
hos den bedriften de investerer i kan knyttes opp til
eiernes fire verdiokende roller som er skissert i figuren.
For det farste bidrar private equity til skonomisk utvikling
i selskapet eller portefaliebedriften giennom & velge og
tilfore kapital til de selskapene med sterst potensial
(seleksjon). Samtidig bidrar fondene til selskapenes
utvikling béade ved a tilfere portefelieselskapene kapital
over tid (drivstoff) og andre ressurser og kompetanser.
Dette kan vaere giennom en bestemt type industrierfaring
eller nettverk, som selskapet selv ikke besitter fra for
(komplementaere ressurser).
Kompetansen som fondene besitter formidles til

Model: Aktive eierfonds bidrag til skonomiske utvikling

Drivstoff

Seleksjon

> Styring

Komplementeere
ressurser

selskapet de investerer i giennom aktiv deltagelse i
styrearbeid og annen kontakt med selskapets ledelse.

P& den maten har fondene en aktiv rolle omkring
strategiske spersmal knyttet til selskapets videre utvikling
slik som blant annet rekruttering av sentrale ansatte,
opprette kontakt med sterre kunder og strategiske
samarbeidspartnere, samt bidra til innhenting av ytterligere
kapital fra fondet selv og andre investorer dersom det
trengs. Videre har fondet en viktig styringsrolle gjennom &
etablere gode rutiner og ordninger med ledelsen slik at
eierskap, ledelse og de ansatte trekker i samme retning.

Fordeler og ulemper ved & ha

private equity-fond som medeiere

Det er helt klart at det for mange bedrifter kan veere
utfordrende & fa inn eiere med sterk kompetanse som skall
bidra i den videre utviklingen av selskapet. Grindere som
tidligere bare var opptatt av ideen ma na kanskje plutselig
konsentrere seg om & styrke den strategiske utviklingen av
selskapet fremfor den teknologiske biten.

Ved en slik inntreden kan ogsa bedriftene fole at de far
krav om vekst, og at det stilles hayere krav til
bedriftsledelsen, hvilket kan innebeere bytte av daglig leder
nér selskapet kommer inn i en ny utviklingsfase. For noen
selskaper kan det ogséa oppleves som negativt at fondet vil
onske a selge seg ut av selskapet nar fondet ikke lenger
synes de besitter den n@dvendige kompetansen til &
kunne hjelpe selskapet det neste naturlige skrittet videre.
P& den annen side &pner dette for nye eiere med nye
impulser, ideer og muligheter.

Fordelene for bedriften er ofte at de aktive eierfondene
tydeliggjer mélene for bedriften, bidrar til raskere utvikling
gjennom tilgang pa ressurser til investeringer, sikrer en
sterre gkonomisk trygghet, stiller med betydelig erfaring
fra utvikling av andre bedrifter, muliggjer tilgangen til
kompetanse og nettverk, samt tilferer en utprevd modell
for styring og utvikling med en engasjert bedriftsledelse.

Hvem investerer i private equity
og hvordan gjores dette
Private equity er struturert i fond. De som plasserer
penger i fondene er primeert sterre private investorer og
institusjonelle investorer, som pensjonsfond, forsikrings-
selskap og banker. | Norge er ogsa staten investert
betydelig i private equity gijennom investeringsfond som
Argentum og Investinor, samt ansvarlig lanekapital
giennom sakornfondene.

Ved opprettelsen av et fond forplikter investorene
seg til & investere et bestemt belep. Dette kalles kommitert
kapital. Innbetalingen av den kommiterte kapitalen til
fondet skjer deretter fortlopende etter hvert som fondet
gjer sine investeringer. Investeringsperioden varer vanligvis
fra tre til fem &r, men er ogsa lengre. Aktive eierfond har en
forhandsbestemt tidshorisont som er pa rundt ti ar fra de
ferste investeringene gjeres til eierne eventuelt selger
investeringen videre til andre for a sikre langsiktighet i de
selskapene det investeres i. Investorene tilbakebetales
etter hvert som eierandelene i portefolieselskapene selges.
Nar samtlige portefeljeselskap er avhendet legges
fondet ned. m
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Private Equity Industry Dictionary

A

Active Commitments - An investment that has
not reached the end of its legal term.

B

Benchmark - A previously agreed upon point of
reference or measure used to evaluate performance.
Buyout Financing - A transaction in which a business,
business unit, or company is acquired from the current
shareholders (the vendor). Buyout funds are those with a
strategy to acquire other businesses; this may also include
mezzanine debt funds that may provide (generally
subordinated) debt to facilitate financing buyouts,
frequently alongside a right to some of the equity upside.
Buyout financing is also known as the takeover of a
company’s assets and operations through the purchase of
at least a controlling interest in a company’s stock. The
transaction usually will include a new business plan and
management structure with the intent of improving the
company’s financial performance. Also known as
corporate restructuring.

C

Capital Commitment - A Limited Partner’s obligation to
provide a certain amount of capital to a private equity fund
for investments.

Capital Deployment - The portion of capital committed
to a fund that is drawn down over time as the General
Partner selects investments that meet the fund’s
investment mandate.

Carried Interest - A bonus entitlement accruing to an
investment fund’s management company. Carried interest
(typically up to 20% of the profits) becomes payable once
the investors have achieved repayment of their original
investment in the fund, plus a defined hurdle rate.

Cash In - The total capital contributed to the fund by
investors for the purpose of making investments and
paying for the fund’s expenses and management fees.
Cash Out - The total proceeds distributed by the fund to
investors, which may include both return of capital and
gain distributions.

Co-Investment - Investing directly in an operating
company alongside a fund.

Corporate Restructuring - See buyout financing.

D

Direct Investment - Directly investing in an operating
company, rather than investing through a partnership
or fund vehicle.

Draw-Down - When investors commit themselves

to back a private equity fund, all the funding may not be
needed at once. Therefore, remaining capital is drawn
down at a later date.
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Due Diligence - For private equity professionals,

due diligence can apply either narrowly to the process

of verifying the data presented in a business plan or sales
memorandum, or broadly as completing the investigation
and analytical process that precedes a commitment to
invest. The purpose is to determine the attractiveness,
risks, and issues regarding a transaction with a potential
investment. Due diligence should enable investment
professionals to realize an effective decision process

and optimize the deal terms.

E

Expansion Capital - The investment in established
companies looking to enter new markets or expand
operations.

Exit - Liquidation of holdings by a private equity fund.
Among the various methods of exiting an investment are:
trade sale; sale by public offering (including IPO), write-
offs, repayment of preference shares or loans, sale to
another venture capitalist, or sale to a financial institution.

F

Fund - See Limited Partnership.
Fund-of-Funds - A pooled vehicle that invests in a
number of other funds or partnerships.

G

General Partner - The managing partner in a private
equity management company who has unlimited personal
liability for the debts and obligations of the Limited
Partnership and the right to participate in its management.
The General Partner is the intermediary between investors
with capital and businesses seeking capital to grow.

H

|

Initial Public Offering (IPO) - The sale or distribution of
a company’s shares to the public for the first time. An IPO
of the investee company’s shares is one of the ways in
which a private equity fund can exit from an investment.
Internal Rate of Return (IRR) - The internal rate of
return, net of management fees and carried interest
generated by investments in the fund. This return
considers the daily timing of all cash flows and investors
cumulative fair stated value, as of the end of the reported
period.

Investment Multiple - Calculation performed by adding
the remaining (reported) value and the distributions
received (cash out) and subsequently dividing that amount
by the total capital contributed (cash in).

Investment Philosophy - The stated investment
approach or focus of a management team.

J

J-Curve Effect - The curve realized by plotting the
returns generated by a private equity fund against time
(from inception to termination). The common practice of
paying the management fee and start-up costs out of the
first draw-down does not produce an equivalent book
value. As a result, a private equity fund will initially show a
negative return. When the first realizations are made, the
fund returns start to rise quite steeply. After about three to
five years, the interim IRR will give a reasonable indication
of the definitive IRR. This period is generally shorter for
buyout funds than for early-stage and expansion funds.

K

L

Limited Partner - An investor in a Limited Partnership
(i.e., private equity fund).

Limited Partnership - The legal structure used by most
venture and private equity funds. The partnership is usually
a fixed-life investment vehicle, and consists of a General
Partner (the management firm which has unlimited liability)
and Limited Partners (the investors, who have limited
liability and are not involved with the day-to-day
operations). The General Partner receives a management
fee and a percentage of the profits. The Limited Partners
receive income, capital gains, and tax benefits. The
General Partner manages the partnership using policy laid
down in a Partnership Agreement. The agreement also
covers terms, fees, structures, and other items agreed on
between the Limited Partners and the General Partner.

M

Management Fee - This represents management fees
currently charged (typically on committed capital).
Marketable - Easily bought or sold.

Mezzanine Debt Financing - The use of subordinated
debt together with equity to finance a company just prior
to an IPO; invests in the subordinated debt and/or equity
of privately owned companies. Investors in subordinated
instruments stand behind those with senior instruments -
like bonds. To enhance investment returns, the
subordinated instrument may have stock conversion
features such as rights, warrants, or options.

N

Net IRR - The internal rate of return, net of management
fees and carried interest generated by the investment in
the fund. This return considers the daily timing of all cash
flows and the investors cumulative fair stated value, as of
the end of the reported period.

(0

P

Partnership Component - See Limited Partnership.
Private Equity - Private equity provides capital to
enterprises not quoted on a stock market. Private equity
can be used to develop new products and technologies,
to expand working capital, to make acquisitions, or to
strengthen a company’s balance sheet. It can also resolve
ownership and management issues. A succession in
family-owned companies, or the buyout and buy-in of a
business by experienced managers, may be achieved
using private equity funding.

Public Equity - Shares that trade on public exchanges or
“over-the-counter.”

Q

R

Remaining (Reported) Value - This is the current

fair stated value for each of the investments, as reported
by the General Partner of the fund.

Realized Proceeds (or Partially Realized Proceeds) -
Cash and/or securities received by partner.

S

Subordinated Debt - Debt that is either unsecured or
has a lower priority than that of another debt claim on the
same asset or property (also called junior debt).

T
Total Exposure - Total exposure is the current reported
value of investments plus the remaining amount of
unfunded commitments.

U

\'}

Venture Capital - Venture capital is, strictly speaking,

a subset of private equity and refers to equity investments
made for the launch, early development, or expansion of
a business. Investments in either early-stage companies,
when the capital is used for product development, or
later-stage, when companies are generating revenue and
expect to become profitable in the near future.

Vintage Year - The year of fund formation and first
draw-down of capital.

w

Write-Down - A reduction in the value of an investment.

X
Y
Z
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Glossary & Terms

The international venture capital and private equity industry has a language all of its own.

To help beginners 3i has created a guide to the jargon.

A

Angel Typically a successful entrepreneur who has

built up a business, sold it and now brings not just money
but experience, street-wisdom and credibility to a young
management team starting up a new venture. Far-sighted
investment institutions keep lists of potential angels whom
they can introduce to young businesses that might not
otherwise get off the ground.

AIM Ambitious small companies can float on the
Alternative Investment Market, after a vetting which is less
rigorous than for a full listing (and generally less expensive).
AIM, which was launched by the London Stock Exchange
in 1995, can provide an exit for the original backers of

the business. See listing.

B

Bandwidth Data transfer capacity of transmission

of a digital communications system, measured in bits

per second.

Beauty parades The accepted way of providing
companies with a choice of providers of financial and
professional services. It normally involves a short-list of
potential suppliers being drawn up and invited to pitch for
business.

Big 4 Top 4 accountancy firms: Deloitte & Touche,

Ernst & Young, KPMG and PriceWaterhouseCoopers.
BIMBO Buy-in-management-buy-out. A combination of
an MBI and an MBO. In a BIMBO, an entrepreneurial
manager buys into a company and teams up with
members of the incumbent management team to run it as
an independent business.

BINGO Buy-in growth-opportunity. An MBI where a
significant proportion of the funding raised goes toward
growing the business.

Bought deals In a traditional MBO the incumbent team of
managers normally negotiates direct with the vendor of the
business - their former employer - at the same time as
reaching agreement with an investment institution to back
them. Recently, however, many MBOs have been financed
by a "bought” deal. This is where the investor is the
principal and negotiates directly with the vendor, then
works out arrangements with the management team.
Break-even point The level of sales where a company’s
gross margins just cover its costs.

Burn rate The rate at which you are using up your cash.
Divide what you have left by this and you know how long
you have to go!

Business plan Detailed description of the plans of a new
business, or of the expansion plans of an existing
business, together with financial projections.

Buy and build An investment made in a business with the
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intention of acquiring further businesses in order to
build the value of the original investment.

Back to basics Selling non-core activities. This occurs
when a company concentrates on its core activities and
sells parts of the business which are not central, hence,
back to basics.

C

Caps, floors and collars Limits on interest rates.
Interest rates can either be fixed or variable. Where they
are variable, it may be agreed (at a cost) that the rate is
capped so it will not rise above a certain figure, or that
there will be a floor below which it will not fall. A collar
involves both a cap and a floor.

Carry Abbreviation for "carried interest scheme” -

an investment vehicle used by many venture capital
companies to allow their employees to co-invest in
companies on favourable terms.

Cash rich Just what it says, referring to a business
which has a strong positive cash flow.

Comfort factor Investing in a growing enterprise is
always risky, but you can increase the "comfort factor”
by checking up on various aspects of the business - the
state of relationships with its customers, for instance,
or whether its products are highly rated by reputable
authorities. Comfort factors can often by provided

by due diligence.

Completion The moment when legal documents are
signed. Normally, also the moment at which funds are
advanced by investors.

Compliance Regulation of the UK’s financial services
industry has developed almost out of recognition.
"Compliance” is the process in thousands of offices in
the City and around the country to ensure that these
regulations are complied with. Many of the rules are
designed to protect the public from misleading claims
about returns they could receive from investments,
others outlaw insider trading.

Conditions precedent Before a deal is completed,
an investor in a business venture may insist on certain
conditions being satisfied. See also comfort factor.
Core business See back to basics.

D

Deal flow The rate at which investment propositions
come to venture capitalists.

Debt Individuals know what being in debt means. In the
financing of a business, there is a vital distinction between
debt and equity. Debt is money borrowed from a bank or
other institution, where interest has to be paid at a
specified rate and the total borrowed must be repaid either

on a specified date or (as in bank overdrafts) on demand.
By contrast, equity is permanent capital, and the return
paid to the provider of the equity is related to the profits
of the business. See also gearing.

Deferred consideration An element of a transaction to
be paid in the future, sometimes depending on
performance targets being achieved.

De-layering and downsizing Example of polite
management-speak to describe what happened in much
of industry in the recession years of the late 80s early 90s.
Layers of middle management, once thought essential,
were stripped out of the corporate hierarchy. Many
companies found it was more profitable to trade with
fewer staff, lower their turnover and outsource some

of their activities.

Development capital See growth capital.

Dilution When a company issues more shares, the value
of each share is "diluted” - unless the total assets of the
business are increased. See options.

Discounted cash flow A method of assessing the value
of an investment based on predicted cash flows that are
"discounted” to take account of the value of money over
time.

Dividend cover A ratio that measures the number of
times a dividend could have been paid out of the year’s
earnings. The higher the dividend cover the "safer” the
dividend.

Dog A bad investment.

Double dip Not some kind of fancy ice cream but a
reference to economic recessions. Just when you think it
is getting better it gets worse again.

Downside See worst case scenario.

Drawdown When investors commit themselves to back a
venture, all the funding may not be needed at once. Some
is used as "drawn down” later.

Due diligence The detailed analysis and appraisal of a
business, which takes place after a deal, has been agreed
in principle. During due diligence nasty things may creep
out of the woodwork - flaws may appear in a property
lease, references on individuals may not say what was
expected or assumptions on which profit forecasts were
based may not make sense.

E

Earnings per share Profit after tax divided by the
number of ordinary shares in issue.

Earn-out A provision sometimes written into the terms

of a transaction that states the vendors will receive further
payments if the business they have sold achieves
specified performance levels.

EASDAQ The European Association of Securities Dealers
Automated Quotation. This was set up in order to
establish and operate a pan-European regulated stock
market, targeted specifically towards young and fast-
growing companies with international aspirations.

See NASDAQ.

Emerging business A new or young business

with the potential to grow into a substantial business.
Entrepreneur A word to describe an enterprising
businessman or woman. Normally an owner of an
independent business.

Envy ratio The ratio between the price paid by
management and that paid by the investing institution

for their share of the equity in an MBO or MBI.

Equity Equity investors share ownership of an enterprise.
Consequently, they share both the rewards, if the business
prospers, and the risk of losing their investment if things
go wrong.

EVCA European Venture Capital Association. Association
of providers of venture capital and investment capital
across Europe.

Exit The opportunity for investors to realise (i.e. sell) their
investment. Normally, the exit from investment in a private
company occurs either through a trade sale of the
company or through its flotation on the stock market.

A good exit benefits both the individuals who launched the
business and outside investors who back them.

(Some of these outside investors look for a quick exit,
some take a longer view.) See Short-termism.

F
Fees Investment companies earn their rewards in the
form of dividends or interest payments, but they may also
be entitled to fees in connection with putting together the
deal and for monitoring progress of the investment.
Financial purchase Where a financial institution buys a
business and then decides the form of management to
run it. This is different from a bought deal, where the
existing management team play a larger role in the
transaction.

Fixed and floating charges Security for a loan to a
business is normally provided by a charge on its assets.
Fixed charges apply to specific assets such as plants or
buildings, floating charges apply to all the company’s
assets.

Flagpole syndrome Cynics say that when the chairman
decides the company is important enough to have a
flagpole in the car park it is a sure sign that the business is
at the start of the slippery slope. (Sometimes known as
the "crested-carpet” or "fountain-in-the-foyer” syndrome.)
Flip Very short investment, where the exit is often
identified pre-completion.

Flotation See listing.

Focus Investment companies earn their rewards in the
form of dividends or interest payments, but they may also
be entitled to fees in connection with putting together the
deal and for monitoring progress of the investment.

G

Gearing The ratio of debt to equity capital. If a balance
sheet shows £5mill. of total assets and a debt of
£4mill., the gearing is 80%. A very highly geared business
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is living dangerously. As in a car, high gearing can produce
dashing performances - but leads to problems when you
have to climb a steep hill.

Gem See pearl.

Going private Ambitious businesses sometimes aspire
to going public - becoming a quoted company. However,
there are directors of quoted companies who feel so
frustrated by the short-termism of stock market investors
that they turn themselves back into a private company.
Golden share Share with unusual rights, often allowing
exiting/minority shareholders disproportionate control or
rights to future capital proceeds.

Goodwill The value of a business over and above its
tangible assets. It includes the business’s reputation and
contacts. See also intellectual property.

Growth capital or development capital This has
been described as small companies’ equivalent of big
companies’ rights issues on the stock market. It is the
long-term equity capital raised to allow a company

to grow ambitiously without relying wholly on

short-term bank debt.

H

Hamster wheel The situation in a sub-critical mass
business with no potential to reach critical mass. So-called
because the managing director ends up running around
getting nowhere but frustrated.

Hands-on, hands-off Adjective applied to investors to
indicate their investment approach. A pro-active, hands-on
investor might typically put a director on the board and
seek to influence the timing of an exit. A hands-off investor
leaves the management to get on with running their
business.

High-tech Operating at a threshold of new technological
development. The two most active high-tech sectors are
life sciences and information technology.

Hockey stick The shape of a typical graph of a
successful business and an optimistic business plan.

The graph dips to begin with, indicating that the
company’s expenditure is higher than its income, but soon
heads "northwards” as the company establishes a
profitable, growing trade.

|

Independent director Independent or non-executive
directors, although they are part-timers, still share all the
legal responsibilities of their executive colleagues on the
board of a company. In the distant past, non-execs used
to include people who were not highly regarded externally
- titled golfing friends of the chairman and suchlike. Today,
non-execs include some of the best operators in the
business world. Their status means they can take a
strategic, long-term view of a business (whether a listed or
unlisted company), whereas the executive team may be
too close to the action. The modern view is that
independent directors also have a vital role in protecting
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the interests of shareholders.

Institutional buy-out Where a financial institution
acquires a business and installs its own management.
Slightly different from a bought deal, where an institution
negotiates the acquisition of a business with a view to
handing it over to an MBO or MBI team. See also financial
purchase.

Intellectual property A company’s intangible assets, for
instance patents, software, brand names etc. Intellectual
property has become increasingly important compared
with the old days when the assets of a prosperous
business consisted entirely of bricks and mortar and metal
- property, plant and machinery. Companies can protect
their ownership rights over intellectual property, but cannot
assert ownership of all that goes on in the heads of staff.
This can lead to disputes when key employees leave to
start their own enterprise.

Intermediary Anyone in a position to bring together the
principals in a deal or prospective deal. Everyone
operating in the financial market tries to keep on good
terms with intermediaries, such as accountants and
merchant bankers, because it can lead to profitable
business. See also beauty parades.

Investment capital Long-term equity capital provided
by institutions to facilitate growth in private companies.

To some extent the term is interchangeable with venture
capital. However, it emphasises that such capital is
available for growth projects being carried out by a range
of young or established businesses, whereas venture
capital is mainly provided for MBOs or MBIs that change
the ownership of the business.

Investors Providers of capital for the long-term, as
distinct from lenders of short-term capital. Investors have
rights which lenders don’t enjoy - and accept risks which
lenders aren’t exposed to.

IPO Initial public offering. Once called a flotation this is the
initial offering of the company’s shares on a public market.
A momentous occasion marking a significant stage of
development and usually significant hair loss!

IRR Internal Rate of Return. A measurement of the return
on an investment based on discounted cash flow,
expressed as an annual percentage rate.

J
K

L

LBO (leveraged buy-out) This is an MBO in which the
equity capital is supported by a very large amount of debt.
See gearing. LBOs were common in the US in the 1980s
and for a time were popular in the UK.

Lead investor In a substantial investment, no single
investor will wish to carry the whole risk. It is therefore
shared among members of a syndicate. Normally, one
investor takes the lead in negotiating the terms of the
investment and has responsibility for finding other

syndicate members. Lead investor can also be
described as sole investor.

Lemons, plums Examples of words used in the financial
world to sum up the success or failure of a business -
lemons ripen fast on the tree, and investments which leave
a bitter taste ripen faster than good ones. See also dog
and pearl.

LIBOR The London Interbank Offered Rate - the rate

at which banks lend to each other in London. It matters
because it is the most common reference point used by
banks for quoting their rates. e.g 2% over

LIBOR. (The equivalent rate for the Euro is EURIBOR)
Liquidity This is a measure of the ease with which the
assets of a business can be transformed into cash. Also,
where companies are publicly quoted, on the stock
market or on AIM, their shares are said to be liquid if they
are readily bought and sold. Smaller, or less fashionable,
quoted companies may find their shares lack liquidity.
Listing \WWhen a company trades its shares on the stock
market - either the London Stock Exchange or one of the
other markets, such as AIM.

LMBO Large management buy-out (usually defined as
involving a transaction over £10mill.). Whereas in a smaller
MBO management teams will often hold the majority of
equity shares in an LMBO the managers may have only a
minority of the equity. A syndicate of investors will share
the greater part of the equity. Such investors may
nominate directors to sit on the board alongside
managers.

Loan capital The form of debt which has to be repaid

at a specific time in the future, as distinct from a bank
overdraft which the bank may call in at short notice.

M

M&A Mergers and acquisitions - a phrase that covers

the process of buying, selling and merging businesses.
Management start-up (MSU) A phrase used to describe
a new business that has a clear management team and
structure.

Management walk-out \When managers running

a company, or a subsidiary, decide to find a role for
them-selves elsewhere as a team, possibly by starting
their own business or carrying out an MBI. They have to
be careful not to use any intellectual property belonging
to their ex-employers without permission.

MBI (management buy-in) Following the success

of the MBO movement in the 1980s, MBIs developed as
another means of changing the ownership of a business
whose owners wish to sell. The incoming management
team acquires the business with backing from institutional
investors (as opposed to incumbent managers who
acquire it in the case of an MBO). See also BIMBO.

MBO (management buy-out) Basically, an MBO means
that the management team of a business, usually with the
backing of institutional investors, takes over ownership of
the business where they are employed. MBOs emerged

during the "enterprise” years of the 1980s as a major
factor in restructuring British industry. Often, a large
company hives off one of its subsidiaries by selling to its
management team. Another source of MBOs is family
businesses where the owner wishes to retire. (See also
LMBOs, bought deals and back to basics). The acronym
MBO has passed into other languages - you can see
references to le MBO in the financial press in Paris.
MEBO (management and employee buy-out) An MBO
where a substantial number of employees as well as
managers hold shares in the company.

Mezzanine (Later) Stage Investing This is a term used
to describe a type of debt arrangement commonly
incorporated in buyouts. In most deals there are three
financing components:

e standard debt

® mezzanine debt

e equity

Mittelstand The collective name given to middle-sized
companies in the German economy. Mittelstand
manufacturers have achieved a formidable reputation for
their world-beating high-quality products. Such companies
- family-owned or management-owned - have provided a
role model for some of the most ambitious British middle-
sized businesses.

N

NASDAQ The National Association of Security Dealers
Automated Quotation is the largest US stock market in
terms of companies listed and number of shared traded.
Launched in 1971, Nasdaq is home to more than 82% of
all the technology listings in the US. It is operated by the
Nasdag Stock Markets Inc, a wholly owned subsidiary of
the National Association of Security Dealers. See EASDAQ
Newco Provisional new legal entities, with names like
Snooks & Bloggs Newco, are often established during
restructuring operations such as MBOs. The new owners
may revert to the original company name or may decide to
use a completely new name.

Non-executive director See independent director.
Nouveau Marche Ambitious small companies in France
can float on the Nouveau Marche, launched by the Paris
Stock Exchange in 1996, after a vetting which is less
rigorous than for a full listing (and generally less expensive).
It is similar to AIM.

o)

OBO (owner buy-out) A form of private placing where
an institutional investor buys shares from a shareholder in
a private company who wishes to realise his investment.
Options Share options can be issued to managers or
sometimes institutions. They confer the right to acquire
shares at a specified price or after a future date, and they
can be performance-related. The release of share options
will normally dilute the value of other shares in issue.
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”0Ords” Ordinary shares - the equity of the company.
Decisions on matters like whether the company should be
sold are normally taken by the shareholders of a majority
of the ordinary shares. See also preference shares.
Owner-manager A self-explanatory term - but whereas in
the past, it usually applied to the owner of something like a
corner shop, today there are thousands of owner-
managers of substantial businesses, many of whom
became owners as a result of a management buy-out or
buy-in. Others built up the business themselves.

P

P/E (price/earnings) ratio The market price per share of
a business divided by the earnings per share (See
earnings per share). The P/E multiple is sometimes applied
to a business’s profits to calculate the value of the
business.

Pearl/gem A good investment.

PFI (Private Finance Initiative)

A UK Government initiative in the late 1980s to introduce
the benefits of private sector management and finance
into public sector projects, such as road building and the
building and running of hospitals. The PFI differs from
privatisation in that responsibility - e.g. clinical
responsibility in hospitals - remains in the public sector.
POTS Plain Old Telephone Service

Preference shares Part of the capital of a company.
Unlike ordinary shares, preference shares are usually paid
back over time out of retained profits. Holding preference
shares involves less risk than ordinary shares but does not
give access to the capital gains that can accrue when a
successful company is sold. A variant is "A” ordinary
shares in a private company, which carry a guaranteed
right to share in the profits but may not have the same
benefits as ordinary shares if the business is sold or
floated.

Private equity Covers a multitude. Technically it is Equity
Capital and other risk money which doesn’t come via the
public market. The term is also used to describe the
industry but principally the buy-out and growth

capital segments.

Private placing Enter your description here. Your
description should go here. Please provide a description
for this glossary item.

Q

Quantum leap A phrase used to describe outstanding
growth of a business.

R

RAMBO (Rescue After an MBO) Sometimes MBOs go
wrong. Perhaps too high a price was paid, or the
management team isn’t up to the job. In such
circumstances a RAMBO may be required.

Ratchet A provision sometimes written into the financing
of a transaction. It states that if the managers achieve
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certain performance targets, their share of the equity

will increase.

Receivership The state of affairs when a receiver is
appointed to recover debts of a company which has
failed. In the case of a large company, with subsidiaries,
the receiver may seek a buyer for a subsidiary. This often
leads to a MBO, an MBI or a trade sale.

Restructure Bringing about fairly major changes in the
organisation of a company by changing the management
and/or the share ownership structure.

Rescue When a business in trouble is turned round and
made viable by outside intervention.

Reverse takeover \When a small company takes over a
large one, or when the company being taken over is likely
to be the major element in the combined business.

Ring master Usually an intermediary who is co-ordinating
the fundraising process.

Running yield The annual layout on an investment,
expressed as a percentage of the current value not the
original value.

S

Second round financings Finance made available to
young companies that have already launched products on
to the market but need more cash to realise their full
potential.

Second time entrepreneurs Many successful
entrepreneurs build up a business then sell it, either
because of an offer they can’t refuse or, occasionally,
because they have itchy feet and want to look for another
challenge. Institutional investors often like to back second
(or third, or fourth) time entrepreneurs, because they have
a track record.

Secondary buy-out Also known as a "buy-out of a
buy-out”. Where the original MBO managers will sell the
company to the next generation of managers.
Secondary purchase Another name for private placing.
Seed capital Early funding which enables a project or
idea to develop into a business.

Senior debt This is the element of a financial package
that consists of bank lending. It is senior because, if things
go wrong, the lender has a higher priority than those who
provided equity or mezzanine finance.

Serial entrepreneur See second time entrepreneur.
Share buy-in The mechanism whereby a company
buys-in part of its issued share capital - a straightforward
process for dealing with some shareholder issues or, in the
case of large plcs, often a way of using up spare cash in
the business!

Share options See options.

Share placing The sale of shares to a number of
investors but not to the general public.

Shareholder value A management and investment
philosophy which puts the interests of the shareholder first
- in terms of earnings and asset growth.

Short-termism, long-termism The stock markets are

often accused of short-termism with the result, allegedly,
that directors of quoted companies cannot plan
intelligently because stock market investors insist on

performance in the short-term. Some look for an early exit.

Others believe it can be in everybody’s financial interest to
take a longer view.

Silent partner An investor who is not involved in the
running or strategic direction of a company of which he or
she is a shareholder.

Sole investor See lead investor.

Spinout When a division of a company becomes
independent, either because it has been taken over or
through an MBO. The term is usually applied to a high-
tech division that the parent company does not regard as
fitting into its core business.

Spreadsheet jockey A well-known character in modern
business, who loves analysing performance figures for the
sake or it, but his spreadsheets don’t really add much to
the sum of human knowledge.

Star A very successful investment.

Start-up A new business. It can be on any scale, but in
fact most start-ups are small. Their critical phase often
comes later when they may need significant amounts of
capital to enter their chosen market. See emerging
business.

Step growth (or exponential growth) Ideally, what
investors want to see in the businesses they back is not
just moderate growth but a rate of growth that takes the
business into a different dimension. See quantum leap.
Strip A term to describe a mixture of all the institutional
elements of a transaction - equity, preference shares,
mezzanine and debt.

Synergy A word, often overused, to describe how two
businesses would fit well together - the aim of mergers
and acquisitions.

T
Target A company suitable for takeover is described

as a target.

Track record Investors like to invest in management and
companies with a track record of producing profits. This
presents problems in the case of a new venture, but the
same principle applies because the individuals running the
new venture each have their own track record.

Trade sale Sale of a company to another company.

As a form of exit, a trade sale is a more common
alternative to a flotation.

Turnaround When a failing business is made profitable.
This can be achieved by existing management or through
a rescue involving new management.

)

Underwrite WWhen a company raises capital, either on the
stock market or directly from institutional investors,

there is always the possibility that not all the money wiill

be forthcoming. This risk is often underwritten by an

institution which, for a fee, agrees to make up any
shortfall.

Vv

Valuation of shares The shares of publicly quoted
companies are valued daily, according to the whims of
demand and supply on the stock market. Valuation of
private companies is more difficult because there is no
market in their shares - unless the whole company is being
sold. In other cases, valuation of private company shares
is often done by reference to p/e ratios in similar quoted
companies, or by discounting the projected future
cashflow of the business. See discounted cash flow.
However, valuation tends to be an art not a science and
becomes a matter of negotiation between a willing buyer
and a willing seller.

Value play Investments made in businesses where the
potential return is created by recognising value which
other interested parties do not.

VCTs (venture capital trusts)

A recent appearance on the financial markets. VCTs are
specialist investment trusts, which offer tax advantages to
investors willing to provide money for investment in
unguoted companies.

Vendor The seller of a business.

Venture capital Risk capital in the form of equity and/or
loan capital that is provided by an investment institution
to back a business venture which is expected to grow

in value.

Vulture capitalist A crude term sometimes applied to
suppliers of venture capital who are perceived to be
greedy or ruthless.

w

WAP Wireless Application Protocol, the European
standard for wireless devices to access te internet;
consists of four layers: WTL, WAE, WSL and WTLS.
Developed by Unwired Planet (now Phone.com) in 1997,
and adapted by Ericsson, Nokia and Motorola.

Window of opportunity The best investments often take
place because of circumstances that will never happen
again. A "window of opportunity” is the period of time
when these circumstances are favourable.

Worst case scenario Investors backing a business like
to contemplate what will happen if all its hopes come to
pass - but if they are sensible they also consider the
consequences if none of them come true.

X
Y
Z
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About MENON Business Economics

MENON Business Economics has participated in the editorial process of the NVCA yearbook,
contributing with several chapters including the activity survey and the economic impact analysis.
MENON is an Oslo based research and consulting group that closely follows the Nordic venture
capital (VC) and private equity (PE) industry. MENON provides industry and cluster studies based
on a unique combination of expertise in economics and business strategy. MENON supplies the
PE industry with in depth investment selection and deal flow analysis. Twice a year, MENON also
conducts the NVCA’s VC & PE activity survey, and has developed a full population database

on all investments by Norwegian VC and PE funds from 1997 and onwards.

Erik W. Jakobsen (PhD) serves as managing partner. www.menon.no

The Menon team consists of:

Erik W. Jakobsen: Managing Partner, PhD and MSc in Business and Administration
Leo A. Griinfeld: Partner and Chairman, PhD in Economics

Eskil Le Bruyn Goldeng: Partner, MSc in Strategy

Gjermund Grimsby: Senior Researcher, MSc in Economic Theory and Econometrics
Jorgen Baskken: Senior Researcher, MSc in Economic Theory and Econometrics
Anne Espelien: Senior Researcher, MSc in Business and Administration
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