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PERSPECTIVE

Raising financing during turbulent times — Exploring for capital in the public markets

On August 13, 2020, the Autonomous Vehicle Innovation Network (AVIN) and Borden Ladner Gervais LLP co-hosted the second of a series of webinars
presenting the views of leading expertsin financing technology and innovation companies and their advice on how best to navigate the path to
financing during the COVID-19 pandemic.

This webinar featured an impressive panel consisting of:

e Myles Hiscock — Managing Director, Investment Banking, Technology, Media & Telecommunications, Canaccord Genuity
e Richard Nathan — Senior Managing Director, Kensington Capital Partners
e Brent Layton — Co-Head, Technology & Innovation Investment Banking, CIBC Capital Markets

e Manoj Pundit— Partner, Borden Ladner Gervais LLP

An insightful discussion ensued and below are some key takeaways from the panelists’ comments with regard to three topics: (1) key factors and
considerations for companies in deciding whether to go public, (2) the types of investors companies need to engage with on the road to going public,
and (3) the current state of the public capital markets.

What are the key factors and considerations for companies in deciding whether to go public? Is it a unique
market opportunity, ongoing investor demand for liquidity or the overarching corporate objective?

.

It usually comes down to simple math and where you can obtain funding at an optimal price. Historically, public markets would pay a premium to
private markets. Recently, however, private markets have outbid the public markets.

e Beyond valuations, it comes down to having the right fit with your company’s short and long-term objectives and strategies. For example, if you are
a company seeking to achieve growth through acquisitions, being public can be advantageousin allowing you to access acquisition capital faster
and respond to certain situations on a more flexible basis.

e Going public can be a big brand building event for a company — it allows them to build a global profile and market the business on a highly visible
public stage.

e Itiscustomary to compensate senior management and key employees with equity. The benefit of that equity compensation can be enhanced by
having a “public currency”, allowing those employees to obtain liquidity.

e A public listing can help you sell to enterprise clients since they can review your financial disclosure record, assess counterparty risk and determine
whether they are comfortable that you will be in business for the foreseeable future.

e Structure of the deal is key. The benefit of being public is that all shareholders are in the same class, which favours the issuer. A large,
sophisticated private investor typically prefers a tiered structure where they are treated preferentially.

e Going public is not viewed favourably if management is seeking liquidity for its shares in the offering, while certain growth equity investors will
allow a secondary sale by management for a portion of its holdings in a private offering.

e The decision to go public often boils down to whether your business model is sufficiently developed and your revenue is sufficiently large and
predictable. Lack of sufficient visibility quarter by quarter at the time of going public may hinder your future access to capital and sour investor
sentiment. On the other hand, Canadian capital markets allow for early stage tech companies to raise “public venture capital” in conjunction with a
going public transaction.

e There isno “one size fits all” approach. Each company will be driven by different interests and should carefully consider what those interests are
before making a decision.

What types of investors do you find on the road to going public? Do they all share the same philosophy?

e In the private market, there used to be only two types of investors: venture and private equity. However, approximately 15 years ago, a new category
of investor emerged: growth equity. The growth investors will typically do the Series B/C/D rounds and assist a company to scale faster.

e Asfewer companies are going public, there are a handful of public investors dipping their toes into the private markets via pre-IPO rounds, which
are typically where you find the banks and other large institutions.

e When private capital investors look at doing a Series A or B round, they usually want to get in front of the management of the company and not
their advisors. In the later rounds, advisors are looked upon favourably and help provide guidance through the incredibly complex process of
planning for and executing on a going public transaction.

e If you are doing a private round, you are really signing up with a partner that will be active and on board to work along side you on key business
decisions.

e When raising capital in the private context, most funds have a fixed time to deploy capital and seek liquidity. They typically invest money over 3-5
years and then seek liquidity in years 10-12.

Where are the markets currently?

e Post-May 2020, after people figured out where their portfolios were at and where additional support dollars were necessary, the market opened back
up, and in July the market became quite heated and continues to be so today.

e While public equity is larger in size, the private capital pool isin the trillions of dollars globally.

e The road show in the virtual age is very condensed — typically six days a week, 6 a.m.-7 p.m. You start in the UK and EU, then proceed to the west
coast and finish the day in the east coast.


https://www.blg.com/en/insights/2020/09/en/people/p/pundit-mano

e There used to be an unwillingness to write cheques before having a number of in-person meetings culminating in a social event, such as a dinner,
but that is now a thing of the past.

e The appetite for technology companiesis as strong as ever. Investors are looking for opportunities where technology companies benefit from, or are
at least not hindered by, COVID-19.

e In Canada, we have a resource-dominated economy and investors are comfortable in the risk associated with those industries and increasingly,
Canadian investors are comfortable with the risks associated with investing in the tech space.

e We are seeing top technology companies trade at a premium to U.S. peers because Canadian investors have far fewer opportunities and are willing
to pay a premium for what they can pay for a similar business in the U.S.

e In the AV sector, a market leader has not yet emerged and the window is open for a company to step in and achieve that critical mass to become
the market leader.

Stay tuned for the next webinar in this series, the date and topic of which will be announced in the near future. Feel free to contact us at avs@blg.com
for further information on this event.
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