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The global corporate venturing survey 2019

Q5. Which of the following best describes your organisation?

Corporate venturing unit/vehicle T7%

Corporate investor taking minority stakes

in startups (no separate CVC unit) 195

VC firm with one or more corporate limited
partners (LP) in its fund/s
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Q6. Which sectors would you use to describe your parent company?

Industrial (manufacturing, chemicals,
advanced materials, agricullure)

Information Technology (hardware &

software)
Financial services [T _m 22%
Healthcare (pharmaceuticals, medical 200

devices diagnostics, care provision etc.)

Energy, natural resources and ulilities 17%

Transport and logistics 14%

Telecoms 11%

Consumer (e-commerce, food &
beverages, physical consumer goads, fas..

Media (entertainment, games, marketing & -7%
advertising)

Services (business & legal consulting, - 39
education, tourism, real estate eic.)

10%

Q7. What is your priority, financial or strategic returns?
_66%
- [
| F—

8%

Financial returns mostly

Ruspondents (n=) 88

A mix of both strategic and financial

Strategic returns mostly

Q18. How do you search for investments? Please select all that apply.

Theme-based (e.g. digital, loT) 1%

Parent/Group business-based (looking for

investment in line with business verticals) b

Thesis-based (looking for a specific company to

0
test a hypothesis) 4%

Ofther 14%

Respondents (n=) 87
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Structure

Q8. How are you structured?

33%
Using a fund structure

67%
g from corporate balance sheet

Respondents (h=) 88

Q9. If you have a fund structure, what type of fund structure?

Fully commiited capital, and sig

Separate fund € mains wholly-owned by parent entity

Respondents (n=) 29 (Respondents who have indicated "Using fund sfructure” in Q8)
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Q33. Which C-level executive does the head of your unit report to?

CEO 22%

Chief Technology officer

Chief Innovation Officer 15%

Other

Head of strategy | [ 14%

CFO

Head of corporate development
Chief Information Cfficer

coo

Head of R&D

Chief Marketing Officer . 1%

Respondents (n=) 85

Q34. How many executives are in your corporate venturing unit?

0 to 2 executives 44%

3 1o § executives 31%

11 to 20 executives 9%

6 to 10 exscutives 9%

21 to 40 executives - 5%

More than 41 executives | | 1%

Raspondents (n=) 86
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Strategic orientation

Q11. Which of the following would best describe you as a corporate investor?

We back companies with the potential to
enter new markets

29%

We look for potential products and
solutions for our company to sell

We back companies which provide
operating efficiencies to our industry

We build ecosystems that provide markets
for our company's products and solutions

We are purely financially focused 6%

Respondents (n=) 86

Q12. What would you define as an important strategic return?

Market intelligence, optionality & access to extrermnal innovation

Innovation in product/service of corporate parent 14%

Commercial contracts, partnerships, collaboration, JVs etic.

Revenue generation for corporate parent (via sales or other)

Entering new markets & new business creation 10%
Helping business units/deploying technology internally

Gaining technology & proprietary knowledge

New business models

Onboarding assets or companies into corporate parent. 1%

Other (non specific comments)

Respondents (n=) 71
* Summary of grouped text responses to an open-ended question
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Q10. What is the importance of the following value drivers to your venturing unit?B (0 ="not
relevant” and 5 = "critically important")

Text
Technology innovation (using the market for R&D) = RRRREE

mSs

) y ’ g : : m4
Business model innovation (exploring and testing new business m3
models) 2

Market sensing (gathering market intelligence through the start-up 1
ecosystem) mo

Financial returns
Organizational innovation (bringing entrepreneurial thinking and
ways of working into the corporate parent company)

Company profile/brand building (using CVC activities for public
relations and attracting talent)

Reaspondents (h=) 88
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Expectations and portfolio structure

Q29. What is your required IRR for an Investment?

N target or requirement/Not applicable 35%

15 - 24% 23%

25-34 % 15%

0-14% 13%

35 -44% 2%

Not specified/not disclosed 12%

Respondents (n=) 62
* Summary of grouped fext responses to an open-ended question

Q30. What is your required gross multiple or required cash-on-cash multiple/return for an
investment?

Not required or targeted/don't use the the metric 36%

3.00x - 3.99x

§|

1.00x - 1.99x

5.00x and above

2.00x-2.99x

4.00x%-4.95% I 2%

Not specifisd/undisclosed

Respondents (n=) 59
* Summary of grouped text responses to an open-onded question
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Capital deployment

Q13. What is your overall CVC fund size?

$101m - $200m

$51m - $100m

Under $50m 18%

$201m - $300m 11%

$301m - 3500m 1%

$501m - $1bn 3%

Over $1bn 3%

Not applicable/other 10%

Respendents (n=) 87

Q15. When was your CVC unit set up?

2000-2009 - 17%

1990-1999 B 5%

1970-1979

1%

Respondents (n=) 87
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Q14. How much has your unit invested in its history?

Zero to $50m 41%

$101m to $300m 30%

$51m to $100m 14%

$301m to $500m

-14
E

5501m to $1bn 5%

More than $1bn| 3%

[

Respondents (n=) 86

Q16. How many deals has your unit backed in its history?

111025 30%

26 to 50 21%

Zeroto b 18%

51to 100 14%

610 10 11%

Over 100 | 6%

Respondents (n=) 87
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Q17. Of the deals your unit has backed, what percentage of
those deals did your unit act as the lead investor (i.e. leading
or co-leading setting valuation, key investment terms and
leading negotiation process)?

Less than 25%

51%

Between 25% and 50% 31%

Greater than 50% 18%

Respondents (n=) 87

Q25. Do you actively take LP stakes in other VC funds?

Ye!

w

Respondents (n=) 87

Q26. How many LP stakes do you hold?

28%

=
5
|

[

More than 10 | 6%

Respondents (n=) 87
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Relations with portfolio companies

Q19. Through which of the following do you support your portfolio companies?
Please select all that apply.

Access to partnerships and supplier/consumer networks _ 84%
Access to R&D or technical expertise 79%

Board seats 69%

Marketing and public relations

Solely equity funding E 5%

Other - 12%

Respaondents (n=) 86

Q20. Of the deals your unit has backed, what percentage of deals does your unit actively
support the portfolio company through a board seat?

Less than 25%

Between 25% and 50%

Respondents (n=) 86

Q23. What percentage of your investments are tied to the completion of a partnering or
commercial deal as a condition to the investment?

Less than 25% 57%

Over 50%

Between 25%-50% 16%

Respondents (n=) 87
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Q22. Do you negotiate in your investments for specific rights related to a sale of the
portfolio company?

No 53%

Yes, a right of first negotiation 21%

Yes, a right of first refusal 16%

Yes, a right of first offer 9%

Yes, a block right on a sale |
transaction

Respondents (n=) 87

Q21. Do you help your corporation's M&A team identify and buy your or other
venture-backed portfolio companies?

Yes 60%

No 29%

Not applicable/Corporate parent

does not have M&A division 1%

Respondents (n=) 87

Q24. How many of your portfolio companies has your parent corporation bought?

None yet but expected to acquire at 6%
least one when portfolio matures

6 to 10 companies |1 2%

Respondents (n=) 87

133



Metrics, performance and investment teams

Q27. What is your portfolio worth compared to original invested amount by multiple?
0 to 50% of invested 8%

capital

50% to 100%
100% to 150% 1%

150% to 200%

200% to 300%

= —_l.
300% to 500% [I 4%

Mere than 1000% 4%

lr_

Respondents (n=) 82

Q28. What is your internal rate of return (IRR) on the portfolio?

11% to 20% 25%

21% to 30% 22%
6% to 10%
0to 2%

3% to 5%

31% to 40%

A negative IRR

More than 50%

41% to 50%

Respondents (n=) 73
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Q31. What is the loss rate of your fund (i.e. the percentage of investments that fail to
return the capital invested)?

30% or lower 7%

31% - 50% 14%

51% - 75%

Respondents (n=) 74

Q32. Which of the following metrics do you use, if any, to analyse investments? Please select
all that apply.

Cash-on-cash multiple 60%

54%

Hurdle rate or IRR

45%

Multiple of sales/earnings

Net Present Value (NPV) 24%

None 15%

Other

11%

Respondents (n=) 85

Q35. What is the average age of members of your team?

30 - 40 years old 56%

40 - 50 years old 32%

50 - 60 years old

Younger than 30 B8 2%

Respondents (n=) 85
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Q36. What is the male-to-female ratio in your team?

Majority male 60%

REIatiVEIy . -20%

Majority female

Respondents (n=) 86
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Disruption of venture capital?

Q37. Do you think ICOs and blockchain are going to disrupt the existing CVC model of funding
portfolio companies and hold their securities?

862%

=
=]

Mot sure

Respendents (n=) 85

Q38. Will you be investing in ICOs and/or blockchain within the next year?

In neither one 53%

In blockehain tech anly 48%

Yes, in both I 1%

Respandents (n=) 85

Q39. Will you be investing in ICOs and/or blockchain within the next 3 years?

In blockchain tach only 58%

In neither cne

Yes, in both

Respondents (n=) 84
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Q40. Do you think the venture industry is starting to blur with the broader private capital
markets (PCM) of private equity and, in turn, PCMs with public markets?

Yes 40%

Yes but in larger/later-stage rounds only

| don't know/Not sure/No answer

34%

Cther

Respondents (n=) 50
* Summary of grouped lexi responses to an opan-ended question

This material has been reprinted with permission and originally appeared in the

World of Corporate Venturing 2019 report.
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Open-ended responses on measuring value drivers

The following tables include anonymised verbatimn answers from survey respondents.

How do you measure the performance of business model innovation?

What KPIs do you use to measure business model innovation?

Innovative, refeastic and business growth

Number of customers, number of competitors, market share

Traction with termsheets, even if does not gef executed

Adoption, utilisation andior commercial collaboration

Model assessment, adoption

Speed fo market success

Scaiability

Parinership contracts / coflaborations with businesses

Number of commercial contracts with business

Ability to exacute an innovative business model at scale Scale
New value chains
New business created Doliars
Not evaluated
Development of new markets or customer acguisitions
Qualitafive
Degree of disruption Long-term upside
Number of partnership contracts and its confribution to revenue and profit Number of partnership confracts
Did we impiement the startup’s solution? Did we implement the starfup’s soiufion?
Don't really
Not measurable

| Exploration of and exposure 10 new business models

Dealfiow, new business creation

Dealflow, new business creafion

Sirateqy development

Percentage revenue growth

New offerings

Number of investments in companies with new business modsals

Use of new technology

Hevenue stream

Using some of the startups business moded in one of our product lines

Number of business models implemented

|Tdentifying fransformational concepls and business model extensions hat will
transform our indusiry. Several have been ideniified already

TED

Market success

Magnitude of impact and disruption on existing value chain

Acceptance and utiisation

New o market Customer adopt
Collaboration with business units Number of collaborations

New sales channels or product influencers Partnersnip with a new sales channgl

Number of new external technologies/startups inrodiced to corporate R&D and
business units

new efficiency and disruption and engage early in the transiormations. Data is
transforming business like never before and we are at the heart of how data

is collected, analysed, secured, stored and used across industries beyond our
own. Measures inciude market TAM and share in new and adjacent verticals. For
exampie, recent reports about the computer power in autonomous driving show
how data is fransforming transportation.

Onboarding

Commercial agreements implemeniing new business models Commercial agreements implementing new business models
New business lines of parnerships Revenua growth

New offering / market positioning

Leamings

Addressable market Market size

Not quantifiably measured

Level of difference compared with existing business Qualitative

As nearly every indusiry is being digiised, we can evaluate stariups that deliver | Executive grade
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How do you measure financial refurms?

What KPls do you use to measure financial returns?

Business growth Revenue growth MOM and YOY
Muitiples and IRR

IRR & MOIC IRR & MOIC

Individual exit focused IRR

Return on invested capital

Hurdle rate, cash on cash Cash on cash return

RR IRR

IRF IRR

ROCE ROCE

IRR IRR

IRR IRR

IRR, cash retum IRR

ROl ROI

Valuafion growth

ROl on invested capital ROl

ROI ROI

ROI ROI

MOIC, IRR, other financial metncs of the performance of the fund

IRR and exit multiple IRR and exit multiple

ROI

CaC CoC

Cash retumns Value

Revenue, profit Revenue and Opex

TPV, IRR, traditional metrics

IRR and DPI

Daollars refurned fo the company Cash-on-cash, IRR

Returns in 3-5 years Benchmark versus other Corporate VCs
ROI

RR IRR a few % points above our long term WACC.

Caost savings or revenue generators o corporate parent, and financial retum on

exits of portiolio companies — which has not happened yet

PaLimpact

Cash-on-cash retumns, IRR,

Distribufions t0 paid-in capital (DF1), (0tal value to paidin capital (TVF])

Cash on cash multiple, IRR

Cash on cash multiple

IRR

Substantial retum Return XX ROl in each stage
IRR, absolute returns (cash on cash) IRR, cash on cash retums
ROl for the fund itself ROI

Immaterial to us, s0 not measured

Cash on cash retums Cash on cash

Cash on cash retums Cash on cash retums
Internal business impact plus exit cash on cash NPV

CF/IRR NPV

RO Hevenue

RR IRR

RO, IRR, cash on cash

IRF. and multiple IRR and multiple

Cash on cash Cash on cash
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How do you measure technology innovation?

What KPIs do you use to measure technology innovation?

Value proposation, new or clone

Number of customers, number of competitors, market share

Interest from internal scientists in R&D to support investment

Adoption, utilisation and/or commercial collaboration

Tech assessment, adopfion

Speed to market success

Drive new technologies entrepreneurially

Joint development agreements

Number of joint development agreements / platiorm integrations

Technical milestones

Global customer adoption Glokal MRR/ ARR

Feedback from business units

Number of deals, deployments No of deals

Patents applications

Disrupiive core technologies

Exposing the business unit o new tachnologies Changes to company sirategy, and technology investments
New products, services

Qualitative

Disintermediation Degree of disruption

the number of partnership contracis and its contribution fo revenue and profit Number of parinership coniracts

Did we implement the startup’s solution Did we implement the startup’s solution
Don', really

Nat measurabie

IP opportunities

Dealfiow, new business creation Dealflow, new business creation

POCs and trials \olume

process kpis Efficiency

Specific KPis around R&D spend, build vs buy

New areas of competency building

Number of investments that are launched in the product lineup

Patent, paper, collaborator

Resuit of jeint development agreement. Using the startup’s technology.

MNumber of successful joint technology development and numbr of technologies
being successfully used in our product lines

Bringing new technologies to corporate parent, measured by number of POCs
and number of implementations

Number of POCs and implementations

Impact on revenue

Magnitude of impact on existing value chainand high multipfier effect on output!
refum/reach

Collaboration with portfolio

Technology that interest to parent companies Banks accept the technology
Collaboration with business units Number of collaborations
Infiuencing our product for the next 5-10 years Parinership or acquisition of starfup
Number of startups that R&D or business units decided to partner, or collaborate,

with in that year

onboarding of opportunityfill pipeline ENPV of onboarded assets
Commercial and coliaboration agreements Commercial and collaboration agreements
Level of internal technology implementation and impact Number & scale of deployments
New technology / product porticho

Learnings

Disruptive Joint development agreements

Naot quantifiably measurable

Feedback from technological experts Qualitafive
Potential for disruption is hard o measure, but we can't afford to miss out Executive grade
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How do you measure market sensing?

What KPis do you use to measure market sensing?

Size and quality of data

Growth of mother company business in startup segement

Adogption, uliisation andior commercial collaboration

Research verification

Prediction tming, success

Relevant deaifiow

Feedback businesses

Market maps

|Market sizing

No evaluated

new market development growth rate

Providing a sense for disruptive technologies fo the exec siaff

Changes to company strategy, and technology investments

Key influence in driving long term strategy

Qualitative

Discovery of trending apps

ROI

Did it inform us of change in our industry?

Did we bring leamings back to the business?

What our BUs achually do with the stariups

Not measurable

Exploration of and exposure to

Dealflow, new business creation

Strateqy development

Exposurs to opportunities

Number of deals analysed per year

Identification of new trends

TAM

Identifying key trends to better position the corporate or one of our product line

Number of market trends identified

Quarterly reports fo corporate parent

Number of internal presentations

Dealfiow, number of investments, referrals of startups to business units

Dealfiow

Internal reporting

Mass market adoption

Insight and guidance reporting

Changes that influence product direction or discovering relevant technologies

Reviews of technology areas

Sharing of gathered knowledge within the corporation

We don't

Internal white paper and workshops

Internal white paper and workshops

Usefulness of intelligence vs other methods

Difficult to measure

Market penatration

TAM, 5AM, SOM validated

Potential market size

Network

Potential deals from network

Impact on strategic direction of business units

Feedback from market experts

Cualitative

We gain insights based on sectorfindustry growth across verticals. For example,
innovations in ARIVE are transforming sports by providing new immersive
expeniences.

Executive feedback on scorecare
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How do you measure internal organisational innovation?

What KPIs do you use to measure internal organisational innovation?

Ability to access new technology or infroduce new service

Number of new services, Capex and Opex reduction

Adoption, ufilisation andior commercial collaboration

Projects testing innovative approaches

Projects, allocation of resources

Cooperaton startup w corporate

Number of pecple exposed

Internal survey

E?ngagement with portfolio companies

Qualifative

None

None

Our responsiveness fo the startup’s imeline

Did we close the investment or commercial deal?

'We have an incubation team that drives intemal innovation

Not measurable

Senior management feedback Volume

Subjective

Adoption of innovation New productsiinitiafives/pilot projects

Improved entreprenaurship in the company and product lines.

Number of new ideas, projects started in our product lines due to impact of
starlups

Number of internal events at corporate parent, number of infernal mentions in
company-wide newsletters, number of presentations to officer level, number of
engagements with depariment leaders

Number of engagements with department leaders

Talent acquisition, secondment of employees into startups and accelerators

Organisational structure fit to modem company

Less tumover

Openness o new technologies and working with startups

New processes or innovative techniquest that are documented and have
influenced the different departments within the corporation

We don't

Pipeline of opportunities with each business unit

Fipeling of Opporunities with each business unit

Speed of new productiservice development Shortening of timecycles
Qualitative

People engaged with the program Number of people engaged
Management attenfion Time with top management

Impact on strategic direcion of business units

Number of joined development agreements

MNumber of joined development agreements

Working with technology startups is a constant reminder of the fragility and
promise of new businesses. It keeps us humble when we see what it takes to
help a startup accelerate their progress. And it takes a lot more than money to
win in business, whether it is the startup or the parent company
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How do you measure company profile/brand building (external)?

What KPIs do you use to measure company profile/brand building
{external)?

PR related fo innovation and starups acosystem

Customers base growth

Subjective

PR, media coverage

Media impressions

Reputation at startups

Publications / recall

Count

Share of voice

Extemal survey

Speaking engagemenis, publications and inbound investment opportunities

Cualifative

Brand value

Brand valus

Improved dzalflow and recognition of brand in investmeant ecosystem

Dealflow count

Logos, newsletiers

Marketing exposure

Senior management feedback

Volume

Peers

Trusted adviser to customers

Major media mentions, awards, speaking engagements

Major media mentions and speaking engagements

CB Insights and other tech media references, invitations to major tech events of
SEenior exacs, articies on media outiets

PR and speaking opportunities

Founder branding

Media exposure

Pearcentage of deals we see that others have done

View of the parent company as a creative and enirepreneunal organisation

Number of press releases and positive news aricles

We don't

External recognition

PR impact — arficles , press reception efc.

Number of positive ariicles

PRimpac

Paople atiracted by the program

Media recognition {international)

Number of interviews, arficles

Social media hits, quality of recruiting, press mentions

Dealfiow (quaniative)

Number of deals received / seen

We measure our share of voice relative to a peer group of VCs, and ad value
defivered and share of voice for portfolio companies. Our befief is that greater
visibility and brand asseciation helps them win customers and attract and retain
talent.

Do you measure any other value dnivers?

What KPIs do you use to measure other value drivers?

No

We track the number of commercial contracts and relationships which originate
through our structure

Number and value of commercial contracting

Internal acceptance of CVC activity

Company leadership publicly talking about CVC link fo innovation

We have a straiegic value framework that we map o

We have a sirategic value framework that we map fo

Growth rates, achieved tumover'margin per capital invested

Turnover/margin per capital invested

Spinouls — IR

Revenues fo startups and to parent company

Revenue generation in a new white space

Value or doliar revenue generation in new areas

This material has been reprinted with permission and originally appeared in the

World of Corporate Venturing 2018 report.
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