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Kaninin A. B. MeTonu 3ajy4eHHs KanmiTaay 1uis (piHaHCYBaHHA IHHOBAIi .

VY crarti po3rsSAAlOThCS OCHOBHI MpOoOJieMH, IMOB'A3aHi 3 (iHAHCYBaHHSIM I1HHOBAILiHOI MisIIBHOCTI
MiAPUEMCTB . ABTOp OOIpYHTOBYE MpodiemMy (iHaHCyBaHHsI iHHOBAIIHOI JiSUTBHOCTI , SIK KJIFOUOBUH (hakTop, 110
CTPUMYE iHHOBaLliHHUN PO3BUTOK YKPATHCHKUX IIAIIPUEMCTB. Po3risiatoTbest mpodaeMu iHHOBAIIHHOI isUTBHOCTI
MoTpeOYIOTh OTpAaIfOBaHHI MeXaHi3My (iHancyBaHHs . OcoOjvBa yBara MpUIUIIETHCS MATAHHIO KOMeEpITiami3aril
IHHOBAWIWHOI MisUTBHOCTI. AKTYyaJlbHICTh TeMH OOyMOBJIEHa 3pOCTaHHSIM poji (QiHaHCYBaHHS IHHOBaliHHUX
MIPOEKTIB y 3B'SI3Ky 3 BiJICTABAHHSM BiJ| POBIIHUX KpaiH y pO3BUTKY iHHOBawii . CamMe HapocTaroue BUKOPUCTAHHS
HOBITHIX 3HaHb 1 HABHYOK € OCHOBOIO 30aJaHCOBAHOTO PO3BUTKY KpaiHW. JlOCHIIKYETHCS MOXKIIMBICTD
CTpYKTypH3alii MpUOYTKY Bifl IHHOBAI[NHOI IiSUTBHOCTI B KOHTEKCTI IHHOBAI[IHOTO PO3BHUTKY MPOMHMCIOBUX
nianpueMctB . [IponoHyeThCs MiaXijJ , BIAMOBIAHO IO SIKOTO B CTPYKTYpi NPUOYTKY BUALISAETHCS HOTO aKTHBHA
BiJITBOpIOBAJIbHA YACTWHA - IHHOBAllifHA MPUOYTOK , SIKa PO3TIIAAETHCS K YMHHUK (piHAHCYBaHHS IHHOBAILiHHOTO
PO3BUTKY MiANPUEMCTB . Y CTAaTTI PO3IJISIHYTO CYTHICTH 1 Kiacuikamis mkepen (iHAHCYBaHHS IHHOBaliHHHUX
MPOEKTIB mianpueMcrBa . OxapakTepH30BaHO pi3HI BUOM JpKepen (iHAHCYBaHHS 1HHOBAIIHOTO IIPOEKTY.
BusHaueHo 0COOJIMBOCTI 3aimydeHHs MO3UKOBHX (IHAHCOBUX DPECYPCIB SK OCHOBHOIO jKepena (hiHaHCYBaHHS
IHHOBAIITHUX MTPOEKTIB .

Kanunaun A. B. MeToasl npuBjiedYeHns KanuTajaa Jisi PUHAHCHPOBAHUS WHHOBAIIWIA.

B cratbe paccMaTpHBalOTCSI OCHOBHBIE NpPOOJIEMBI, CBSI3aHHBIE C (PMHAHCHPOBAHMEM HHHOBAIMOHHOMN
JIeSITeIbHOCTH TPEINPHUATHIA. ABTOp 00OCHOBBIBAET IpodiieMy (PMHAHCUPOBAHUS WHHOBAIMOHHOHN NESATENbHOCTH,
KakK KJII0ueBOl (pakTop, cAep>KMBAIOUINH HHHOBAIIMOHHOE Pa3BUTHE YKPAUHCKUX NpeAnpusThid._PaccMatpuBarorcs
MPOOJIEMbI HHHOBAIIMOHHOW JIEATEILHOCTH, TpeOyrolue MpopaboTku MexaHusMma (uHaHcupoBanus. Ocoboe
BHUMAaHHUE YJENSeTCs BONPOCY KOMMEPUUATU3AIMU HHHOBALIMOHHOW JIESTENbHOCTH. AKTYallbHOCTh  TEMBI
00yCIIOBJIEeHAa BO3pacTaHUEM PO (UHAHCHPOBAHMS WHHOBAI[MOHHBIX TPOEKTOB B CBS3M C OTCTaBaHHEM OT
BEAYLIUX CTpaH B pa3BUTHM MHHOBauwWil. lIMEHHO Hapacrarolee HCIIOJIb30BaHHE HOBEWIINX 3HAHWI W HABBIKOB
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SIBJISIETCST OCHOBOM CGaJ'IaHCI/IpOBaHHOFO Pa3BUTUA CTpaHBI. I/ICCJ'IEI[yETCH BO3MOXHOCTb CTPYKTYpHU3allUH HpI/IGHJ‘II/I
oT HHHOBaHHOHHOﬁ JACATCIBHOCTH B KOHTEKCTC HWHHOBAIIMOHHOI'O PAa3BUTHUA IPOMBIIIICHHBIX HpeZ[HpHHTHfI.
HpezmaraeTCH moaxoJ, B COOTBETCTBMM C KOTOPbIM B CTPYKTYpE HpI/IGHJ‘II/I BBIACISCTCA €r0 aKTUBHas
BOCIIPOU3BOACTBCHHAA YaCTh — MHHOBAIIlMOHHAA HpI/IGI)IJ'II), KOTOpas pacCMaTpuBaCTCA KakK (baKTOp (bHHaHCHpOBaHHH
HWHHOBAIIMOHHOI'O PAa3BUTUA HpeI[HpHHTHfI. B cratne paccMOTpE€Ha CYIIHOCTb H KJ'IaCCI/I(l)I/IKaLlI/IH HCTOYHHKOB
(bHHaHCHpOBaHHH MHHOBAIIMOHHBIX ITPOCKTOB MPCAIIPUATHA. OxapaKTepI/ISOBaHBI Pa3JIMYHBIC BUJbI MCTOYHUKOB
(bHHaHCHpOBaHHH HMHHOBAllUOHHOI'O ITPOCKTA. OHpeZ[eHEHI)I 0COOEHHOCTH IIPUBJICUCHUA 3aéMHBIX (bHHaHCOBLIX
PECYPCOB KaK OCHOBHOI'O MCTOYHHKA (bHHaHCHpOBaHHH MHHOBAIIMOHHBIX ITPOCKTOB.

Kalinin O. M ethods of gaining capital for innovations and startups financing

The article examines the main issues related to financing innovation in enterprises. The author proves the
problem of financing innovation as a key deterrent to theinnovative development of Ukrainian enterprises._The
article is devoted to the problems of innovative activity at the level of aregion which demand improvement of the
financial mechanism. Special attention is paid to commercial aspects of innovative activities. The article considers a
problem of financing the innovation activity in Ukraine, its types and forms. The timeliness of the topic is
conditioned upon expansion of financing of innovation projects due to innovation devel opment lag from the leading
countries. It is precisaly growing use of updated knowledge and skills that form the basis for balanced devel opment
of country. The article studies the opportunity of structuring the profit of the innovative activity in the context of the
innovative development of the industrial enterprises. It offers an approach according to which in the structure of
profit we point out its active reproductive part — the innovative profit which is considered as a factor of enterprise
innovative development financing. Essence and classification of sources of financing of innovative projects of
enterprise is considered in the article. The different types of sources of financing of innovative project are described.
The features of bringing in of financial resources of loans are certain as a basic source of financing of innovative
projects.

An important problem in the managing of technology is the financing of technological development and
innovation. Even in large firms, technology managers often report that they have more projects they would like to
undertake than funds to spend on them.1 There are a number of reasons for this phenomenon: low expected returns
due to an inability to capture the profits from an invention, the uncertainty and risk associated with the project, and
over-optimism on the part of managers. This chapter reviews these arguments in more detail and considers the
evidence, both theoretical and empirical, on the extent of the problem.

Among the various financing options entrepreneurs can turn to when starting a new company is venture
capital. Venture capital is money that is given to help build new startup firmsthat often are considered to have both
high-growth and high-risk potential. These companies generally center on health care or new technology, including
things such as software, the Internet and networking. In addition, a new breed of venture capital firms has recently
formed to focus solely on investing in socially responsible companies.

Methods of financing. The majority of technology companies will 1ook to raise equity finance i.e. issuing
sharesin return for cash. Sourcesinclude:

Friends and family — commonly the first port of call for the initial funding requirement. The terms of the
funding are not usually onerous and investor relations are generaly easy-going. However, not all entrepreneurs have
friends and family with spare cash to invest.

Business angels— these are wealthy individuals, often entrepreneurs who have successfully exited other
businesses, who are prepared to make high-risk investments, traditionally up to £750,000 into start-up and early-
stage companies. They will often invest as part of a syndicate, some of which are now increasingly sophisticated and
run much like a venture capital firm. If an entrepreneur concludes a ded with angel investors, she can expect her
freedom to run the business to be curtailed (for example, investor consent may be required for key business
decisions).

Venture capital — for many companies, aventure capital (VC) investment will be their first experience of an
ingtitutional investor. Thisis an early-stage private equity investment, usually unleveraged by debt, and targeted at
high growth companies. Technology companies are therefore prime candidates. Some VC funds will make seed or
early-stage investments (often of less than £1 million), and many early-stage VC investments are now made on a
“co-investment” basis with business angels. However, the redlity in the current economic climate is that VCs often
require evidence of a business's long-term potential, such asa growing revenue stream or customer base.

A VC will usually take a much more activist approach to an investment, and you can expect to require
investor consent before taking key business decisions, as well as being subject to preferential terms ensuring that the
VC receivesits projected return in priority to the founders. Read more about venture capital

Government funding — whether in the form of equity or debt, this plays a significant role in early-stage
finance. Government-supported Enterprise Capital Funds are active in this area — these are funds comprising both
public and private money which can invest up to £2 million in a company. The government is also establishing the
UK Innovation Investment Fund, which should see a further £325 million of VC funding (again comprising public
and private money) become available. Read more about government venture capital. Other sources of business
finance. Whilst most early-stage companies will seek equity finance, other financing options are available. These
include business start up grants and loans from the government, which are often made available on aregional, and
sometimes local, basis. The Department for Business Innovation and Skills website (www.berr.gov.uk) is a useful
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gtarting point for finding other funding options. For very early-stage companies, business incubators can also be an
option, providing access to expert advice, shared resources and small amounts of seed funding.

Unsurprisingly, obtaining funding at the present time can be a difficult and time-consuming process, and
investors will drive a hard bargain on val uations. However, money is available for those businesses with compelling
business plans. It isimportant to explore all possible avenues and to set you apart from the crowd.

Entrepreneurs often turn to venture capitalists for money because their company is so new, unproven and
risky that more traditiona forms of financing, such as through banks, aren't readily available. Unlike other forms of
financing where entrepreneurs are only required to pay back the loan amount plus interest, venture capita
investments most commonly come in exchange for ownership shares in the company to ensure they have a say in its
future direction.

Obtaining venture capital is substantially different from raising debt or aloan from a lender. Lenders have a
legal right to interest on a loan and repayment of the capital, irrespective of the success or failure of a business.
Venture capital isinvested in exchange for an equity stake in the business. As a shareholder, the venture capitaist's
return is dependent on the growth and profitability of the business. This return is generaly earned when the venture
capitaligt "exits' by sdlling its shareholdings when the businessis sold to another owner.

Venture capitalists are typically very selectivein deciding what to invest in; as arule of thumb, a fund may
invest in onein four hundred opportunities presented to it, looking for the extremely rare, yet sought after, qualities,
such as innovative technology, potential for rapid growth, a well-developed business model, and an impressive
management team. Of these qualities, funds are most interested in ventures with exceptionally high growth potential,
as only such opportunities are likely capable of providing the financial returns and successful exit event within the
required timeframe (typically 3—7 years) that venture capitalists expect.

Not all venture capital investments take place when a company is first being founded. Venture capitalists
can provide funding throughout the various stages of a company's progression. Research from the Nationa Venture
Capital Association revealed that in 2010,venture capitalists invested approximately $22 hillion into nearly 2,749
companies, including 1,000 of which received funding for the first time. Among the more famous companies to
receive venture capital during their startup periods are Apple, Compag, Microsoft and Google.

Venture capital funds come from venture capital firms, which comprise professional investors who
understand the intricacies of financing and building newly formed companies. The money that venture capital firms
invest comes from a variety of sources, including private and public pension funds, endowment funds, foundations,
corporations and wealthy individuas, both domestic and foreign. Those who invest money in venture capital funds
are considered limited partners, while the venture capitalists are the general partners charged with managing the
fund and working with the individual companies. The general partners take a very active role in working with the
company's founders and executives to ensure the company is growing in a profitable way.

In exchange for their funding, venture capitalists expect a high return on their investment as well as shares
of the company. This means the relationship between the two parties can be lengthy. Instead of working to pay back
the loan immediately, the venture capitalists work with the company five to 10 years before any money isrepaid. At
the end of the investment, venture capitalists will sdll their shares of the company back to the owners, or through an
initial public offering, for what they hope is significantly more than they initially put in. The most recent available
statistics found more than 450 active U.S. venture capital firms that had each invested at least $5 million. The firms
had an average fund size of nearly $150 million.

In an index of big-name companies spanning March 2008 through March 2013 — which induded the “ Great
Recession” and trillions of dollars in revenue swings — PWC put tech companies as a group at the top in terms of
most valuable sectors (up 35 percent, to $1.82 trillion) and most improved. In its overall summary, the tech market
has been “driven by product innovation and computerization.” At the top of global companies as a whole, Apple
registered $416 billion as of March 2013, a gain of $290 hillion and 40 spots from PwC'’ s 2008 rankings and besting
oil titan Exxon. Internet search leader Google ranked third as of March 2013, with market capitalization of $263
billion (up $125 hillion from five years ago) and leapfrogging 33 spots from the previous index in 2008. Microsoft
dipped a spot from 2008, down to number eight, and had a reduction in market capitalization by approximately $24
billion to $240 hillion as of March 2013, according to PwC. IBM gained 18 spots to reach ninth globally in 2013,
bringing along $238 hillion, an increase of $79 hillion from 2008. Apple, Google and IBM were listed by PwC
among its five biggest “risers’ in terms of market capitalization. Troubled phone vendor Nokia, which in 2008 was
ranked higher than Apple, didn’t register in the latest rankings.

Outside of the top 10, but ill registering large gains, were Oracle (with $152 billion in market
capitalization and reaching no. 30, up 32 spots) and Quacomm (with $115 billion in market capitalization and
reaching no. 44, up 56 spots). Aside from Microsoft, the two tech companies that slipped from the ranking in 2008
were Cisco and Intel, according to PwC. Cisco sunk 19 spots from 2008 to 51st this year, with $111 billion in 2013
or $33 billion less than in the previous ranking. Intel dropped nine spots to rank 53 in 2013, with $108 billion or
$15 hillion lessin market capitalization.

The two overseas tech providers on the lig were also the two lowest ranked, though both showing
considerable gains in rank and capitalization from five years ago. German-based SAP was no. 62 with $99 hillion
this year, up 50 spots and $37 hillion from 2008. Taiwan Semiconductor Manufacturing Company, or TMSC, is no.
69 with $87 billion, up from its 2008 ranking of 138™and $60 hillion in market capitalization.
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Outside of the top 100 was Hewlett-Packard, with a $66 hillion drop in market capitalization from 2008 to
2013, and Dell, which was not listed in among survey documents.

Interesting situation in a way country where company is based can influence a level of capitaization. In
table we can see comparison of Apple Co. and its main production contractor Hon Hai Precision and we see that thir
level of market capitalization differsin more than 10 times despite their profits differs only 4 times.

Founders gtrive for and investors appreciate a“ clean” capital structure for venturesthat will eventually seek
outside investment. There are a few terms you will hear when discussing the set-up of the capitalization structure of
your business. Here iswhat they mean:

Initial equity: At the time of incorporation, the founders of a business generally purchase shares at
anomina price per share, such as $0.0001 per share, paid in cash, since at that time the company has no operating
history, few assets and thus little value. These shares are often referred to as“founders' shares.

Table 1 - Main economic indicators of Apple Corp. & Hon Hai Precision

Apple Corp. Hon Hai Precision

Market value, bill $ 416,62 32,14

Cash on Hand, bill $ 137,11 19,3

Revenue, hill $ 164,69 132,07

Assts, bill $ 196,09 65,77

Profit, bill $ 41,75 10,68

Employees, bill $ 72000 123200

Deht, bill $ 0 17,56

Founders. This refers to the initial group of individuals who conceived the idea and/or the first
individuals recruited to get the business off the ground. Founders are usually the one or two individuas who are the
driving force behind the business, but may consist of a larger group (usually less than six). The founding group
should objectively assess each individua’s expected contribution and allocate founders' shares on that basis (rather
than spread equally across the group). You'll want to consider whether an initial equity issuance or stock options
represents the appropriate incentive for an individua.

Management: A founder may serve as a member of the management team; however, not al
members of the management team are founders. Management will likely change over the life of the business and
these individuals are usually incented with a combination of cash compensation and stock options.

Entrepreneurs should consider the number of founders' shares and stock options to be issued in relation to
the current valuation of their business and/or the valuation they hope to achieve in the first round of investment from
outside investors. They need to determine how they wish to allocate the ownership of the business among the
founders and key employees, directors, advisors and contractors.

Consider the exampl e bel ow:

Table 2 - Example of shareholder/option structure

Sharehol der/option holder Number of | Actual percentage owned | Fully diluted percentage
shares
Founder A (CEO) 500,000 50% 42.5%
Founder B (CTO) 300,000 30% 25.5%
Founder C (Key Technical) 200,000 20% 17.0%
Issued and outstanding shares 1,000,000 100% 85%
Option holder 1 11,765 0% 1.00%
Option holder 2 3,000 0% 0.25%
Option holder 3 17,650 0% 1.50%
Unallocated options 144,056 0% 12.25%
Total fully diluted shares 1,176,471 100% 100%

If the founders had simply issued 50, 30 and 20 shares for a total issued capital of 100 shares instead of
1,000,000 shares, the ownership percentage for the company would remain the same among the founders; however,
the company would have difficulty splitting the 17.6471 shares available for stock options among option holders,
since legally, partial shares are not permitted. If you have incorporated your business with a smaller than desirable
number of shares, you can modify your capita structure by “splitting” the current number of shares issued. Consult
legal counsd to assist you in seeking the necessary shareholder approvals to make the change and to file revised
articles of amendment, legally documenting the change.

What do potentid investors see as a clean capitalization structure?

1. A limited number of classes of common shares being used for equity issuances and stock option grants.
In addition to a voting-share class for equity issuances, sometimes a separate voting or non-voting common-share
class may be established for stock option grants.

2. A manageable number of shareholders, excluding insiders, holding stock options.
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3. Implementation of a stock option plan that provides potential financia advantage to all key employees
who continue to work with the business to build shareholder value.

4. No obstacles to obtaining shareholder approval to issue the new investor shares in exchange for cash
investment, nor to obtai ning amendments to any legal documents or the capital structure accordingly. Thisis usually
achieved by having a shareholders agreement, a voting trust or other legal documents to ensure that minority
shareholders will follow suit with the majority.

Note that Canadian investors generaly prefer to invest in Canadian-Controlled Private Corporations
(CCPCs). A CCPC is a Canadian-incorporated private corporation that isnot controlled directly or indirectly by one
or more non-residents of Canada or public corporations (or any combination thereof). CCPCs enjoy benefits
including the right to claim refundable cash Investment Tax Credits under the Scientific Research& Experimental
Development program as well as potential tax advantages for founders and employees on the sale of their shares or
stock options. Companies should seek legal or tax advice as to how to maintain their CCPC status. However, some
U.S. investors may require the company to reorganize itself on a cross-border basis for their own local tax or
operational reasons.

Entrepreneurs should seek professional legal advice when establishing or making changes to their
capitalization structure. Choose legal counsdl that has experience in setting up early-stage ventures and working on
investment rounds for their clients. Hiring a lawyer may seem like a big expense for your start-up, but setting up
your business incorrectly will cost you morein the long run.

Problems in modern venture financing. Corporate clients continue to withhold capital spending funds,
investing only in areas that promise rapid payback or require modest sumsto redlize incremental improvements.

Additionaly, spending by the U.S. government -- a major buyer of hardware, software and services -- has
been nearly frozen asthe sequester limits (or even shrinks) information technology budgets.

Adding insult, tech companies foreign saes divisions in Europe and Ada are noting a high degree of
spending caution.

How bad are business conditions? Based on updated second-quarter guidance, tech companies are
expecting revenues to decline 5% year on year in the current quarter, according to Bloomberg. With the exception of
afew quartersin late 2008 and early 2009, we haven't seen adrop like that since the dot-com implosion.

In response, major inditutional investors have been steadily reducing their exposure to this struggling
sector. Even as the Standard & Poor's 500 Index ($INX +0.14%) has risen 13% since Labor Day, the SPDR Sedlect
Sector Fund Technology ETF (XLK +0.28%) has not appreciated &t all.

Counter intuitively, the rotation out of tech stocks creates a compelling opportunity. Though this sector is
beset by near-term challenges, results should start to rebound later thisyear.

In most years, companies' chief information officers (ClOs) are allocated a certain portion of funds to work
with. They often aim to spread out spending evenly over the course of a year, but every few years, spending gets off
to aslow start as caution builds. However, ClOs know that when it comes to annual budgets, they must useit or lose
it, and spending could spike sharply as we head into the fourth quarter.

That phenomenon, known as a "budget flush," was very pronounced most recently in 2009, as IT spending
started off on a dismal note but finished with a bang. Notably, the SPDR Select Sector Fund Technology exchange-
traded fund got off to a Slow start in 2009 but finished the year with a 51% gain (compared with a 23% gain for the
S& P 500).

Of course, we can't say for sure that global economic conditions won't weaken further this year, so a budget
flush is not a given. Yet the primary reason for IT spending by both governments and enterprisesis that it's a great
productivity enhancement tool.

The U.S. government, for example, aimsto deliver the samelevel of services with areduced workforce,
and the only way to do that isthrough technology-driven productivity increases. So deferred tech spending now
should lead to a catch-up period later.

The relative under-performance of tech stocks has made them among some of the top bargains in the
market. Many trade for only 10 to 12 times forward profits, and when you back out robust cash levels, those
multiples fall into the single digits. Apple (AAP +2.26%L +0.28%) is a great example of a cash-adjusted bargain:
Shares trade for 10 times forward earnings, but less than 8 times when cash is excluded.

In this sector, it's not wise to seek out the most inexpensive stocks. These are the only tech stocks in the
S& P 500 that trade for less than 10 times projected profits, yet almost all of them are beset by company-specific
woes that are unlikely to dissipate, even when tech spending rebounds.

In this group, only Xerox (XRX +0.20%) holds appeal, due to its stunning free cash flow. I'm also a fan
of Jabil Circuit (JBL +0.27%) for its outstanding management, but its hefty international sales exposure could be a
problem in coming quarters. Keep an eye on this stock: If it movesinto the lower teens (from its current $17.50), it
would be a grest long-term value.

If you move up to the next wave of inexpensive tech stocks, then you have a better chance of latching on to
companies that will more squarely benefit from the eventual 1T spending rebound. These tech stocks all trade for
less than 13 timesthe projected profits for their current fiscal year.

| remain a big fan of Cisco Systems (CSCO -0.04%), my top pick for 2013. Additionaly, any time that
stocks like Oracle (ORCL +0.47%), IBM (IBM_+1.00%) and EMC (EMC +1.32%) are feeling the pressure of a
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weak recent quarter, that's often proved to be a good entry point, as these market dominators have proved to snap
back nicely once the trough passes.

013
P/E <[ Carp [LSI) 10.1

Hewlett-Packard (HPQ) 5.8 Civco Systems (CSCQ) 10,2
Western Digital {(WDC) 6.6 Frirst Solar (FSLR) 10.7
inpple [LAPLY) i1.1

Seagate Technology (STX) 7.1 -1 Tachnoiogies {C4) it
Xerox (XRX) 7.6 Teradyns {TER) 11.8
Pitney Bowes (PBI) 7.6 piicrasaft (MSFT) 11.9
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Picture 1. P/E ratio of biggest tech companies Picture 2. IT Spending Beneficiaries

Of course, another major theme among tech stocks is their stunning cash balances and robust free cash
flow. It's no coincidence that these are the companies leading the charge in terms of huge stock buybacks and solid
dividend hikes. Here's a quick look at the most cash-rich tech companies in the S&P 500, in the context of their
market values.

Company Mt l:ii‘h Cap.| Netcash/
(Smill. ) { - market value
Metipp (NTAP) 5. 308 %12.318 G945
Sanbisk [ SHDK) 34,658 #12.458 3T
Juripar Matwarks | NPR) s2.070 £48.220 4%
Apple {AAF ] £144 5DR £418.978 3484
Altara [ALTR) §3.2%8 $10.228 3%
Ciscr Systems (CS00) £35.25H 5108 668 1%
Teradyre [TER) S335M 51.076 P ]
Dell (DELL) 6. 268 523,298 2%
JEMC [EMC) £11.398 $47.188 249
Analog Devicas (ADT) $3.008 $13.438 23,
Microsoft (MSFT) §02.108 5273.258 3%
Micrachip Tech. (MCHP) 514938 27 058 T,

Picture 3. List of the most cash-rich tech companies

To reiterate, these stock's price-to-earnings ratios drop sharply when calculated on a cash-adjusted basis.
The current rotation out of tech stocks gives these companies a chance to more aggressively deploy their cash into
highly accretive stock buybacks. Risks to consider: It's tricky to find a bottom for this sector, and the year-end
budget flush may not play out if the global economy stumbles, so you should own these stocks with a multi-year
time horizon.

Action to take: Tech stocks may not be timely, but they offer compelling values and till stand to generate
much improved results once IT budgets loosen. Even if that doesn't happen until next year, these bargains may not
last that long. Remember, investors always ook ahead, and by the time investors get a sensethat IT spending ison
the cusp of an upturn, these stocks will already have moved up off of their lows.

As for the venture financing in Ukraine we can admit that one of the good points about investing in
companies in the Ukraine is that the economy has been experiencing steady growth which means it is likely
sustainable. Economic growth has been consistent on many levels and indicates that the economy is well balanced
and stable which are prerequisite to the constant growth that is expected to continue. Entrepreneurship is ambitious
in the region and its geographic location helps create potential for businesses to succeed.

Ancther area that demonstrates the Ukraine may be prime for the VC industry is the new laws that have
been adopted. The laws regarding both securities and capital markets help create a better economic picture, but the
government is also demonstrating that they are concerned about protecting investors. There sense about creating a
legal environment for the VC industry is very logical as wel as consistent which helps give VC firms more
confidence in their investments. There have also been severa successful PE funds which demonstrate possibilities of
success. All of thisworks out to help support the entrepreneurial nature for creating new businesses.

There are gtill several legal and regulatory sectors which hinder entrepreneurship. Some of the latest laws
which have been created to help protect shareholders haven’t been officially adopted by Parliament. Another hurdle
that must be overcome is the difficulty of exits however, |POs are becoming more realistic which is a good thing.
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Even though there are some regulations in place, there is not a developed system for seed investments which are
financed by corporations or governments. This means that even though there is a great potential for investing in
technology the government does not offer enough real support for these types of seed investments in the field of
technology so the opportunities are somewhat wasted. The other difficult challenge is that the private equity and
venture capital industry are still comprised of areatively small investment base. Until recently, the domestic private
equity industry was dlowly devel oping a concentrated interest in buyout deals aswell asreal estate investments. The
investment base for the PE market is still very narrow. All of thisis perhaps due to the fact that there is an overall
lack of expertise in VC matters and the industry is still young enough that there is not a good set of guidelines
pertaining to industry standards.

There are some rather significant reasons to consider either private equity or venture capital opportunities
in the Ukraine. Many of the former problems have already been addressed and there are many who are jJumping out
thereto provide creative opportunities with risk factors which are at least reasonable.

Today backwardness of the venture industry in Ukraineis caused by weak legidative base, imperfect stock
market, opacity of financial activity of the companies, lack of guarantees for the investor, absence of experts in
management of venture funds, lack of tax privileges for venture investments. Successful experience of devel opment
of system and the mechanism of the venture investment, approved in other countries, certainly, can be and hasto be
used by Ukraine, however here it is necessary to consider and those concrete practical examples when experience of
the USA, being postponed in pure form, without change of infrastructure surrounding it, the lega environment, etc.
in the West European countries, it was unsuccessful and didn't give the necessary economic effect. In other words, it
is necessary to adopt not simply foreign experience of creation of system and devel opment of the mechanism of
venture investment, and it is obligatory to adapt it for nationa features in legal area (so, for example, essential
distinctions in legal systems of Ukraine and the USA at all won't alow to use separate e ements of the American
mechanism of venture investment in Ukraine), to prepare necessary infrastructure, including ingtitutional, etc.

Cresgtion of favorable investment climate, improvement of legidative base will promote growth of volumes
of venture financing of the Ukrainian economy and it is possible to make recommendations about introduction of
suggestions for improvement of tax regulation of venture funds - in definition of tax base on a profit tax for the
venture funds which aren't relating to property complexes which is formed on the basis of the special contract; in
establishment of a special mode of the taxation of payments on a sadary in the companies which are professionally
engaged in management of venture funds; in devel opment of tax incentives for industrial corporations which invest
in the venture funds which are carrying out investments on the main profile of activity of industria corporations; tax
privileges and preferences for smal and medium-sized enterprises - on the VAT at redization of new types of
production; on insurance premiums for the small and medium-sized innovative enterprises, from the organization
property tax concerning the new equipment used in production of the knowledge-intensive types of production;
privileges on a land tax for the scientific organizations and the innovative enterprises; releases from taxation on
profit of the income on operations on realization of exclusive rights, additional preferences for the innovative
enterprises at statement on the account and annual the accounting of intellectual property which is basis of
innovations, subsidies for payment of percent on the bank credits, directed on acquisition of new processing
equipment and creation of modern capacities.
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KiroueBble c10Ba. MHHOBAIMOHHAS JCATEIBHOCTh, WHHOBAIIMU, BEHUYPHBIM KamuTaj, (PMHAHCOBBIA HCTOYHUHK,
(uHaHCOBasI MOIEP)KKA, MHHOBAIIMOHHAS TIOJIUTHKA.
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