


Overview

This paper analyzes the deal terms of 83 financings for unicorn companies
that raised money in 2017 and the first half of 2018. The deals we analyzed
are for U.S.-based, venture-backed companies that are privately held and
valued at $1 billion or more, so-called unicorns. It also includes comparative
data from our prior research covering unicorn financings in 2014-2016.

Our prior research is available on www.fenwick.com (here, here and here).
We have provided both quarterly and annual information, but bear in mind
that the quarterly sample size is necessarily smaller, and accordingly more
subject to being affected by an outlier financing.
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Number of Financings and Amount Raised

Much like the broader venture capital market, unicorn financing activity rebounded in 2017 from depressed 2016 levels. Nearly $15 billion was invested
into unicorns across 58 financings, reflecting a year-over-year increase of 12% and 87%, respectively. Through the first half of 2018, deal volume is on
pace to match 2017 levels; however, the amount of capital raised in these financings has declined.
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Results by Year 2014 2015 2016 2017 H1 2018
Number of Financings 35 62 31 58 25
Amount Raised (in millions) $8,651 $14,801 $13,182 $14,746 $5,492
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Average Financing Amount

U.S. venture deals continued to grow in size, with an increasing concentration of investment dollars into a fewer number of companies. However, the
average amount of capital raised in unicorn financings decreased in 2017 compared to 2016 when several fundings over $1 billion contributed to a spike
in the average financing amount. The average financing amount has continued to decline in H1 2018.
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Results by Year 2014 2015 2016 2017 H1 2018

Average financing amount (in $ millions) $247 $239 $425 $254 $220
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Direction of Price Change from Prior Round of Financing

The percentage of up rounds increased throughout 2017 after five consecutive quarters of decline beginning in Q4 2015. Still, the percentage of up
rounds in 2017 and H1 2018, while higher than in 2016, remains below 2014 and 2015 levels. Almost all of the financings that were not up rounds were flat
rounds and there continue to be very few down rounds.
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Results by Year 2014 2015 2016 2017 H1 2018
Percentage of up rounds 100% 97% 75% 86% 84%
Percentage of flat rounds 0% 2% 21% 1% 12%
Percentage of down rounds 0% 2% 4% 4% 4%
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Average and Median Percentage Price Change from Prior
Round of Financing

The average and median per share percentage price increase from the prior financing round increased significantly in 2017 compared to 2016, but remain
below the elevated levels of 2014 and 2015. H1 2018 has seen a decline in both the average and median per share percentage price increase compared
to 2017.

300%

250%

— Average Price Increase
200% — Median Price Increase

150%
124%

100% 1

50% 1
42%

0% T T T T T T T T T T T T T T T T )
1Q'14 2Q'14 3Q'14 4Q14 1Q'15 2Q'15 3Q'15 4Q'15 1Q'16 2Q'16 3Q'16 4Q'16 1Q'17 2Q'17 3Q17 4Q17 1Q'18 2Q'18

Results by Year 2014 2015 2016 2017 H1 2018
Average per share percentage price
, 9ep , p, ) 9ep 167% 162% 83% 129% 94%
increase from prior financing round
Median per share percentage price

109% 92% 30% 50% 35%

increase from prior financing round
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Acquisition Downside Protections

All unicorn financings in 2017 and H1 2018 provided investors with a liquidation preference. The percentage of unicorn financings in 2017 that provided
investors with a senior liquidation preference increased substantially compared to 2016, coinciding with a moderate decline in U.S. M&A deal activity and
stronger valuation results. As valuation results moderately weakened in H1 2018, the use of senior liquidation preferences declined.
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Results by Year 2014 2015 2016 2017 H1 2018

Liquidation preference (preference over common stock) 100% 98% 97% 100% 100%

Senior liquidation preference (preference over common
) 29% 18% 19% 28% 20%
stock and also other series of preferred stock)
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IPO Downside Protections

Despite a strengthening initial public offerings market, IPO downside protections, and blocking rights in particular, were used much more in 2017 and H1

2018 than in prior years.
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Results by Year 2014 2015 2016 2017 H1 2018

Blocking right (IPO price must be at least as high as
the unicorn round price, or in some cases the unicorn 20% 24% 16% 30% 36%
price plus a premium)

Ratchet (investor receives additional shares if IPO
price is less than the unicorn round price, or in some 14% 8% 10% 16% 12%
cases the unicorn round price plus a premium)

Total 34% 32% 26% 46% 48%
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Upside Benefits

There continue to be very few unicorn financings that provide investors with a multiple liquidation preference. Not only has there been an increased
prevalence of downside protections, but the percentage of unicorn financings that provided investors with IPO protection above the unicorn round price

also increased in 2017 and H1 2018 compared to 2016.
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Results by Year 2014 2015 2016 2017 H1 2018
Multiple liquidation preference 3% 6% 0% 0% 0%
IPO protection above unicorn price 23% 21% 16% 21% 24%
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Super Voting Stock

(Percentage of Financings with Dual-Class Common Stock)

Dual-class common stock structures, where there is one class of common stock with more votes per share than the other class, have become more

prevalent in recent years, especially among tech unicorns.
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Results by Year 2014 2015 2016 2017 H1 2018
Percentage with dual-class common 20% 32% 39% 29% 32%
The recipients of the super voting common were:
Founders and/or management 43% 35% 33% 18% 38%
Founders and/or management and early investors 4% 15% 33% 47% 13%
All pre-IPO shareholders 43% 50% 33% 35% 50%
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Contact/Sign Up Information

For additional information about this report please contact Cynthia Hess at
650.335.7238; chess@fenwick.com or Mark Leahy at 650.335.7682;
mleahy@fenwick.com at Fenwick & West.

Disclaimer

The preparation of the information contained herein involves assumptions,
compilations and analysis, and there can be no assurance that the information
provided herein is error-free. Neither Fenwick & West LLP nor any of its partners,
associates, staff or agents shall have any liability for any information contained herein,
including any errors or incompleteness. The contents of this report are not intended,
and should not be considered, as legal advice or opinion. To the extent that any views
on the venture environment or other matters are expressed in this survey, they are the
views of the authors only, and not Fenwick & West LLP.
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