How Massachusetts Gets
Her Groove Back:

Can we fix the

New England startup engine?
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Highland Capital Partners

Founded in 1987

Offices in Lexington, Menlo Park, Geneva, Shanghai
$3B Under Management

35 investment professionals

175 portfolio companies

Over 50 seed stage investments

Highland Consumer Fund, Highland Entrepreneur Center
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How do we fix the
New England startup engine?

3 Problems
3 Solutions
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Problem #1

“California always

outperforms Massachusetts”
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CA Dominates Tech Successes

Tech companies with >§1B in sales
Rest of U.S.

Silicon
Valley
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Above Average People

Nobel Laureates

per million pop.

Patents
per million pop.
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Entrepreneurial Activity

NIH Grants

per million people

Small Companies
per thousand people
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CA MA

5,192 7,464
143 1,166

1,425,897 296,082
39 46




Venture Deal Volume

Seed & Eatly

per million people

Later & Expansion
per million people
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Better Weather

SF

Sunshine
Average Temperature
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2007 Tech IPOs by Region

Cap Value <$400 M
Cap Value >$400 M
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Better Returns

Net Venture Capital IRRs

(OF:

1 Year 11.4%
5 Years 6.1%
10 Years 85.6%
15 Years 44.4%

NE
11.5%
(4.4)%
148.9%
57.8%

HIGHLAND Source: Cambridge Associates LLC, Non-Marketable Alternative Assets database
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So What’s Really Going On?
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But who made those

Allaire

Altiga
Andover.Net
ApplQ

Aptis

Arris Networks
ArrowPoint
Atria Software
Authentica
Avaki

Beyond
Bowstreet
Brooktrout Inc.
Cadia Networks
CADKEY
Cascade
Cayman Systems

CenterLine
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Centra Software Inc.
Chipcom
Computervision
Concentra

Coral Network
Critical Care America
DataPower

Dragon Systems
Funk Software
FutureTense Inc.
Guardent
HighGround Systems
IMlogic

Individual

iPhrase Technologies
LANCcity

Language Technology
LiveVault

CA companies so big?

Lotus

Lycos

M/A Com
Mainspring
Marcam
MediSense
Mercury Computer
Microcom
Mitek Surgical
Netlink
netNumina
New Oak
Ocular

Okena

Open Market
PictureTel
PlanetAll
ProfitLogic

Raptor Systems
Relicore
Revivio

Shiva
SightPath
SpeechWorks
Springtide
SQA

Telebit

Telica
Teloquent
TerraLogics
Verbind
Vermeer
WaterCove
Webline
Wellfleet
Winphoria
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WE HAYVE MET
THE ENEMY
ANP HE 1S US.
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Solution #1

Dream Bigger!
Hold Longert!
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Problem #2

Is Everyone in
the Game?
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Milken’s “Top Ten” Ratings

By Number of Publications

Rank University

1

2
3
4
5
6
7/
8
9

—_
(@)

Harvard University
University of Tokyo
University of London
UCSF

UPenn

UCSD

Johns Hopkins

Wash U, St. Louis
Univ of Wash

UCLA
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By Number of Patents Issued

Rank University

By Number of Start-ups

Rank University

1
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CalTech

MIT

Stanford

Johns Hopkins
Univ of Wisconsin
UCSF

Univ of Chicago
Univ of Michigan
Harvard University

Penn State University
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MIT

Univ of CA System
Caltech

Georgia Tech
Stanford University
Univ of Michigan
Univ of Illinois

USC

UPenn

Univ of Minnesota

Source: The Milken Institute Mind to Market: A Global Analysis of University
Biotechnology Transfer and Commercialization, September 2006




Tech Transfer & Commercialization

Patents Licenses Licensing
Issued Executed Income Startups Overall
Rank Institution Name Score Score Score Score Score

1 Massachusetts Inst. of Technology (MIT) 05.17 79.80 00.64 100.00 100.00
University of Calfornia System 07.20 8525 05,10 8324 00.50
} Calfornia Institute of Technology 100.00 70.77 7.12 86.00 02.64
Stanford University 01.50 84 28 03.76 77.02 8285
University of Flonda B84.82 141 9257 00 20 86.11
University of Minnesota 78.92 7748 01.02 85.55
Brigham Young University 66.87 80.60 86.13 8541
University of Bratish Columbia 7430 7400 82.73 8423
University of Michigan 82.70 72.25 77.68 82.54
New York Universaty 73.68 63.30 100.00 81.63
Georgia Institute of Technology 70.80 80.51 72.79 8095
University of Pennsylvania 76 .41 72.05 83.05 80.83
3 University of llinois, Checago, Urbana-Champagn 72.80 74 55 77.60 80.35
University of Utah 77.08 70.80 81.56 7940
University of Southem Caldornia 70.77 70.81 70.37 7028

16 Comell Research Fdn_, Inc 80 31 7500 /800
17 University of Virginia Patent Fndtn 66.53 751 7852

:IIII1I8It.hIerrIdI‘IJ:\mrmIIIIl.IIIIIIIIIIIIIIIIIIIIIIIZQ??IIIIZ?I@I
19 University of Calfforrea, San Francisco 88 680 1163
20 North Carclina State University 78.41 73.80
21 SUNY Research Foundaton 79.51 04 .30 76,60
22 WA R F University of Wisconsn 87.50 806.65 7080
23 McGil University 7747 68.76 7 , 00 24 76.80
24 University of Washinglon/'Wash. Res. Fdn 75.11 76.10 3 50.03 70.54
25 University of North Carolina, Chapel Hil 78 .48 76.86 6421 7800
Sources: AUTM., MiIen Instiute
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And on the West Coast?

“Startup” Search Results
on University Websites

Stanford MIT Harvard

19,500 35,200 4,714
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Stanford Has a Lot to Be Proud Of

HIGHILAND Source: Stanford University Wellspring Website
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And Isn’t Afraid to Talk About It...

“In the last several decades, over 2,454 full-time companies
were founded by 2,325 members of the Stanford University
community.

“Companies such as Cisco Systems, Google, Hewlett-Packard,

Sun Microsystems and Yahoo! saw their technical
beginnings here and their commercial prosperity in nearby

Silicon Valley. Understanding these successes, coditying that
knowledge and disseminating it to future generations of
entrepreneurs is an opportunity and an obligation that we
must seize.”

Source: Stanford University Wellspring Website
HIGHILAND y BES

CAPITAL PARTNERS




ution #2

conomy

Harvard's Opportunity to Lead

Business&Money

ON THE HOT SEAT CAREERS REAL ESTATE
ebedd o 1 sthen Atvsntage wmnph 0c

enerally think
mpare ur

Scorr K1

Innovation Economy

YOUTH MOVEMENT

WITH A STARTUNG NUMBER OF YOUNG PEOPLE LEAVING NEW
ENGLAND SINCE 1990, COLLEGES, COMPANIES, AND STATE OFFICIALS
ARE TRYING TO PROVIDE INCENTIVES FOR THEM TO STAY
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Problem #3

What’s Government Doing?
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In Massachusetts
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“Ties that Truly Bind:
Non-Competition Agreements...”
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Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
DC
Florida
Florida
Georgia

Hawaii
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Non-Compete Agreements
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ldaho
lllinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota

Mississippi
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Missouri
Montana
Nebraska

Nevada

New Hampshire

New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma

Oregon
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Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin

Wyoming
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Solve the Non-Compete Problem

http:/ /opencompetition.wordptess.com/

Bijan Sabet
bijan(@sparkeapital.com

HIGHIAND




In the World
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Whete Can The Federal Government
Have an Effect?

r<FCorporate Governance

BdLitigation
EdT'ax Policy
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Corporate Governance

In which countries is the cost of complying with corporate
governance regulations too high?
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Contact: Emuly Mendell, NVCA, 610-565-3904, emendell@nvea.org

UV

NATIONAL VENTURE CAPITAL ASSOCIATION STATEMENT ON THE INTERIM
REPORT FROM THE CONIMITTEE ON CAPITAL MARKETS REGULATION

Association Asserts Recommendations Fall Far Short of Meaningful Progress

Washington D.C.. November 30, 2006 - The following statement represents the position of the
Nanonal Venture Capital Association (NVCA). Comunents may be atmbuted to Mark G. Heesen,
President of the NVCA:

['oday’s Interim Report from the Commuttee on Capital Markets Regulation confinmed several of
the prenuses that the Natonal Venture Capital Association has been asserting for some tune
First. the benefits of Sarbanes Oxley Section 404 are uncertam. Second. the costs of
umplementing that section have been dramatically hngher than ongimally estimated. The
Comnutree estunates the cost ar 35 nmes lhugher. Fmally, Sarbanes Oxley 404 has been
disproportionately burdensome to small companies.
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Litigation

In which markets does the litigation environment create
significant additional financial risk?
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Home | News | Technology | Markets | Personal Journal | Opinion | Weekend & Leisure | Portfolio | Law

LAW BLOG

WSJ.com on law and business and the business of law.

SEE ALL POSTSFROM TH

Bill Lerach Agrees to Plead Guilty

% Federal prosecutors have announced that Bill Lerach has agreed to plea guilty

f - 'i, to a federal conspiracy charge and acknowledged that he and others agreed to
‘” conceal from judges in federal courts Milberg Weiss's secret payment
anangements with named plaintifis in class action lawsuits. Here's the

r A ormation, the plea agreement and the government's press |

Lerach was charged in federal court in Los Angeles with conspinng to obstruct
justice and to make false statements under oath. In a plea agreement aiso filed this
moming, the government says, Lerach agreed to forfeit $7.75 million to the government, to

pay a $250,000 fine, and to accept a sentence ranging from one year to two years in federal
prison
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Tax Policy

In which markets is the tax environment
unfavorable to new business creation?
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Contact: Enuly Mendell. NVCA, 610-565-3904, emendell@nvca.org
Channa Luma. The Weiser Group, 202-641-6959, clumai@ weisergroup.com

NV CA Board Members Meet in Washington to Discuss
Stifling Effects of Carried Interest Tax Bill on Start-Up Companies and

Innovation

Venture Capitalists Continue to Urge Members of Congress Not to
Harm Emerging Entrepreneur Community

September 18, 2007 — Washington. D.( I'he National Venture Capital Association’s (NVCA)
Board of Directors gathered today i the nation’s capital to discuss deep concerns over the impact
of proposed legislation to mcrease taxes on venture capitahists who successtully build new
companies. The legislatnon, which has been proposed i the House of Representatives, targets
camed mterest compensation and would impact a number of asset classes. However, according
to the NVCA, by increasing taxes on venture capitahists, Congress could be nuting the start-up
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Solution #3

Don’t Vote for Ralph Nader
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How Massachusetts Gets Her
Groove Back

Dream big and hold on.

Encourage our great nstitutions

to act for the common good.

3. Promote smarter government.
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Thank you.
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