

















Example 3: Snapshot

InterWest Partners
SNAPSHOT
30 June 20XX
CURRENT YEAR
CHANGE IN NET ASSET VALUE QUARTER TO DATE
Net Asset Value at beginning of period $x,xxx $ x,xxx
Investment Activities:
Net Investment Income (Loss) ($xx) ($xx)
Net Realised Capital Gains (Losses) ($xxx) ($r0x)
Net Increase (Decrease) in Unrealised Appreciation $ xox $ xxx
Partners’ Capital:
Contributions $ xoxx $ xoxx
(Distributions) $ o $ xxx
Net Asset Value at end of period $ x,xxx $ x,xxx
% Change in NAV Prior to Contributions/Distributions XX. X% XX.X%
—_—
CURRENT YEAR REALISED GAINS/(LOSSES)
PC1 $ xx ($ xx)
PC2 (% xx) ($ xx)
PC3 $ xx $ xx
PC 4 ($ xx) (8 xx)
Total ($ xx) ($ xx)
RECEIVABLE FROM SALE OF PORTFOLIO COMPANIES
PORTFOLIO COMPANY MATURITY
None
Total (% xx)
PORTFOLIO STATUS
_Current Year Investments:
PC5 $xx $xx
PC6 $xx $xx
PC7 $xx $xx
Total $xx $xx
Total Current Investments at Cost $roxx
Unrealised Appreciation (Depreciation) @ Qtr End $xxx
Current # Portfolio Companies XXX
CUMULATIVE CONTRIBUTIONS SINCE INCEPTION o0
CUMULATIVE DISTRIBUTIONS SINCE INCEPTION $ro0xx
CASH BALANCE @ QUARTER END $xx
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Example 4: Schedule of changes in portfolio valuation for the current quarter
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InterWest Partners

Schedule of Changes In Portfolio Valuation for the current quarter

30 June 20XX
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Schedule of changes in portfolio valuation for the current
quarter (see Example 4). This is a unique schedule produced
by InterWest Partners for its LPs. The schedule is referred to
internally at InterWest as ‘the grid'. It shows, in tabular format,
all of the detailed changes in valuation for the current quarter,
aggregated by type of change (dollars invested, proceeds
received, merger/IPO, change in public market prices, higher-
priced financing rounds, lower-priced financing rounds, other
appreciation/depreciation and impairments). It is easy to
glance at the total line and see what caused the largest NAV
and appreciation/depreciation changes in the current quarter.

It can also be thought of as a detailed reconciliation of all finan-
cial statement change items to the GAAP financial statements.
From an LP's perspective, it provides the detailed transparency
to all questions related to period-over-period changes in the
fund's portfolio. While the schedule may take some time to
learn to use, from an LP's perspective it can also be considered,
much like a bank reconciliation, a product of InterWest's strong
internal controls over its financial reporting process.

This type of transparency into a fund's performance is not
uncommon in the industry. It is the type of reporting that
builds trust between GPs and LPs. Other firms will often use
multiple detailed portfolio change reports both for the quarter
being reported on, year-to-date and cumulatively for the life of
the fund. InterWest's ‘grid’ is an elegant way to combine all
these detailed lists.

LPs usually review these financial statements in detail, often
tracking portfolio company data, as part of the ongoing due
diligence necessary for an LP in private equity and venture
capital funds.

Schedule of Changes in Portfolio Valuation year-to-date. This
is the same data as Example 4, but includes all activity year-to-
date (versus current quarter). This is called the 'YTD grid'.

Summary of changes in portfolio valuation (see Example 5).
This document is a detailed explanation for every change in
the current quarter’s portfolio valuation - not just the major
changes. It 'tells the story’ from the GP’s back office to the LP's
back office.



Example 5: Summary of changes in portfolio valuation

INTERWEST PARTNERS
SUMMARY OF CHANGES IN PORTFOLIO VALUATION
FOR THE SECOND QUARTER 20XX

PRIVATE COMPANIES

1. XXXX: The company raised $5.0 million at $1.00 per share (+33 percent of previous round price)
from new investor YYYY. XXXX did not receive any strategic benefits from the financing. The
post-financing value of the company is $XX million. There was no change to the valuation of pre-
viously purchased securities as the round closed prior to release of our Q1 20XX financial state-
ments, in which we had written their value up to $1.00 per share.

2. YYYY: The company raised $X million from insiders in a tranched $X million bridge loan financ-
ing. InterWest Partners purchased an 8 percent Convertible Promissory Note for $X.

3. ZZZZ: The company raised $X million from insiders in a bridge loan financing, bringing the
cumulative amount raised in this round to $X million. InterWest Partners purchased a 6 percent
Convertible Promissory Note for $X.

4. ABC: Valuation increased by a total of $XX MILLION. The company raised $14.0 million at $X
per share (+24 percent of previous round price), led by new investor DEFG, in its third round
of financing. The post-financing value of the company is $XX million. InterWest Partners pur-
chased XX shares of Series C Convertible Preferred Stock for $X. The valuation of previously
purchased securities increased by $X (+62 percent) as we had written the valuation down to $X
per share in the Q4 20YY financial statements based on a decline in value of the company’s
market comparables.

PUBLIC COMPANIES

1. HIJK: Valuation decreased by $X (-37 percent), reflecting the change in the quarter-end public
market price.

2. LMNO: Valuation increased by $X (+4.5 percent), reflecting the change in the quarter-end pub-
lic market price.

FINANCIAL RECAP OF PORTFOLIO ACTIVITY

Total new investments X, XXX, XXXX
Total proceeds realised on sale or distribution of investments (%, xxx, xxx)
Net change in value of previously purchased securities XX, XXX, XXX
Total change in valuation from last quarter $ XX, XXX, XXX
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Portfolio summary (see Example 6). As the name indicates, this document is a list of companies still in
the portfolio, listed in alphabetical order with private or public designations. It shows current cost basis
and valuation, the prior quarter’s valuation, the valuation change from the prior quarter, detailed codes
explaining the valuation changes, valuation policy code and FAS 157 level. These codes are discussed
in Example 7. For companies that are no longer in the portfolio, their cumulative investment informa-
tion is shown in a footnote to the financial statements.

Detailed codes for changes in valuation (see Example 7). These are detailed codes that the GP's back
office uses to aggregate the changes and to build the ‘grid’ (refer to Example 4 above).

Portfolio of investment securities - current quarter (see Example 8). This spreadsheet shows the
detailed valuation of the investments in each company still in the portfolio, listed by the company’s
class of security for the current quarter and the prior quarter. It also shows the current quarter's appre-
ciation/depreciation, new investments, distributions/sales and applicable detailed codes. Additionally,
it contains summary descriptive data for each company, such as website, location, ultra-brief business
description, percent owned, lead investor, and who holds the board seat, if any.

Example 7: Detailed codes for changes in valuation

INTERWEST PARTNERS
Detailed Codes for Changes in Valuation
CODE # REASON FOR CHANGE IN VALUATION
1 New investment - new company for the portfolio or additional investment in a current

portfolio company
New financing round for the company at (a) increased price; (b) decreased price
Merger or IPO
Change in public market value
Change in discount off public market value
Change in valuation based on the General Partner's judgment of the investment's fair
market value.

7 Distribution or sale of securities for (a) cash; (b) stock; (c) debentures;

(d) contingency payments

8 Stock distribution received from a portfolio limited partnership

9 Cash distribution received from a portfolio limited partnership
10 Stock split/stock dividend
11 Discount off public market price
12 Change in the net asset value of a limited partnership or liquidating trust
13 Conversion of securities
14 Change in conversion rate due to anti-dilution
15 Accrued interest converted into equity or other debt securities
16 Note/debt converted into equity or other debt securities
17 Principal payment received on note
18 Change in spot prices of foreign currency

o BsWN
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Under the Dodd-Frank Wall Street Reform and Consumer Protection Act signed into law by President Obama in 2010, US
advisers to private equity funds with over $150 million in assets under management must register with the SEC by July 2011,
Venture capital advisers and their funds are generally exempt from the more onerous registration and disclosure require-
ments of Act if they meet the criteria currently being established by the SEC. The final version of the criteria is expected to
be published by June 2011. For more on legal and regulatory developments, please refer to Chapter 18, Overview of legal
and regulatory considerations for investor relations professionals, in this publication.

? The IPEV Valuation Guidelines can be downloaded from http://www.privateequityvaluation.com/.

® Please refer to Chapter 19, Best practices in investor relations: ILPA perspective, in this publication.

W. Stephen Holmes is a general partner and chief operating officer at InterWest Partners. Since 1989, Stephen has been respon-
sible for all of the financial, administrative, investor relations and fundraising functions at InterWest - a diversified venture capital
firm with over $2.8 billion in capital under management. InterWest provides early-stage companies with capital, management
development and access to a broad network of resources in the life sciences and information technology industries.

Stephen is a director of the National Venture Capital Association (NVCA) and the International Private Equity and Venture Capital
Valuation (IPEV) Guidelines Board. He is a founding member of the Financial Accounting Standards Board (FASB)'s Small Business
Advisory Committee (representing the venture capital industry), the Private Equity Industry Guidelines Group (PEIGG) and the
NVCA’s CFO Task Force.

Prior to joining InterWest in 1989, Stephen was vice president, finance and administration, of Specialty Brands, a $140 million
specialty foods company headquartered in San Francisco.

He received his MBA with distinction from the Harvard Graduate School of Business Administration, and his BS in business admin-
istration, summa cum laude and Phi Beta Kappa, from Lehigh University.

William J. Hupp is chief financial officer at Adams Street Partners responsible for the financial reporting and administration of
Adams Street Partners and its funds. Adams Street Partners, LLC is one of the oldest, largest and most experienced managers of
private equity investments in the world and currently has more than $22 billion of assets under management. Bill is a member of
the Adams Street Partners Executive and Operating Committees.

Bill is a member of the National Venture Capital Association CFO Task Force, the International Private Equity and Venture Capital
Valuation (IPEV) Guidelines Board and is a frequent speaker at industry conferences. In January 2011 Bill was awarded the inau-
gural Private Equity Manager PEM Leadership Award.

Prior to joining Adams Street Partners, Bill was a financial services audit partner at KPMG, LLP with 20 years of experience with
investment service entities. He received his BA in economics from the University of Michigan, with high honors, and his MBA from
the University of Chicago.
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