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Executive summary

FULL-YEAR FUNDING IN CANADA REACHES HIGH AS AVERAGE DEAL
SIZE INCREASES

Dollars up, deals down: Canadian VC-backed companies saw $2.7B, distributed across 333 deals in full-year
2017. Total funding increased 7%, while deal activity decreased by 12%.

Canadian AI and fintech are bright spots for the market: Funding to Canadian AI companies surpassed
2016 full-year totals by a wide margin, as $252M was invested across 31 deals. Total annual funding to Canadian
fintech companies increased to $456M, up from $450M in 2016. Deal activity to fintech declined from 43 deals in
2016 to 37 in full-year 2017.

Corporate participation jumps up over 2016: Corporations and corporate venture arms increased their
investment participation in 2017, as 28% of all deals to Canadian companies featured at least one corporate or
corporate venture capital investor in 2017, up from 16% in 2016.

Seed- and early-stage investment recedes: In the second half of 2017, seed-stage investment (as a
proportion of total deal share) receded from its high in Q2’17, accounting for nearly 30% of deal share in H2’17.
Early-stage investment fluctuated throughout the year, declining eight percentage points in Q4’17 to 20%.

Internet and Mobile deals down. Healthcare deals up but see less funding: Internet financing activity
declined in 2017, as $753M was invested across 132 deals, down from 166 deals in 2016. Canadian Mobile
companies saw 8 less deals in 2017, as $434M was invested across 45 deals, a 66% increase in funding. Healthcare
companies saw 6 more deals in 2017, as $432M was invested across 52 deals.

Montreal market grows in 2017, Toronto down, more funding in Vancouver: Montreal saw three more
deals in 2017, and 64% more funding as $800M was invested across 63 deals in 2017. Deals and dollars in Toronto
declined in full-year 2017 as 11 fewer deals were completed and there was 22% less funding. Funding increased by
4% in Vancouver despite seeing 10 fewer deals.

Q4’17 sees softer investment but second largest quarter for funding in 2017: $757M was distributed
across 76 deals, a 14% decline in funding, while 22 fewer deals were recorded in the quarter.

PwC | CB Insights MoneyTree™ Canada Report Q4 2017 All figuresin USD 2

Note: Report includes all rounds to VC-backed companies. For detailed methodology, please see page 49 of this report.
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Overall trends
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Annual overall financing trend

Annual funding to Canada hits high

« Total annual funding reached $2.7B, distributed across 333 deals in full-year 2017.
« Total funding increased 7%, while deal activity decreased by 12%.

« Average deal increased 31% from $8.3M to $10.9M.

377

2012 2013 2014 2015 2016 2017
= [nvestments ($M) —e—Deals
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Canadian market @

66

Like venture globally, venture funding into
Canada reached highs while there was a
decline in deal activity. One bright spot for the
market has been funding to Canadian Al and Fintech
companies. It is worth keeping an eye on these sectors
going forward as market leaders in these areas have
the potential to draw more significant venture
funding in the coming years.

Anand Sanwal, CEO, CB Insights

b
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Eight-quarter overall financing trend

Deals and dollars decline, but Q4’17 is second largest quarter in 2017

« Deals and dollars invested in Canadian companies declined from Q3’17, recording $757M distributed
across 76 deals.

« Funding activity declined by 14% while 22 fewer deals were recorded in the last quarter.

98
100 97 102

$588 $720 $381 $824 $543 $757

Q1'16 Q216 Q3'16 Q4'16 Q1'17 Q217 Q3'17 Q4'17
= [nvestments ($M) —e=Deals
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Canadian market @

66

With $2.7B invested into the Canadian technology
sector, 2017 was another record-breaking year.
With average deal size increasing 31%, from $8.3M to
$10.9M this past year, we anticipate more expansion-
stage rounds to come in 2018, as the calibre of
Canadian talent and tech continues to attract capital.

Chris Dulny, National Technology Industry Leader
PwC Canada

b
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Deal share by stage

Seed deal share continues downward trend

« Seed-stage deals as a percentage of total deal share declined for the second quarter in a row, declining
from 30% to 28% in Q4’17.

« The share of early-stage deals declined from 28% in Q3’17 to 20% in the fourth quarter. The percentage
share of “Other” deals (including corporate minority and undisclosed investment) increased in Q4’17.

Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17
Later Stage

m Seed Stage mEarly Stage ®Expansion Stage
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Corporate deal participation

Corporate participation increased two percentage points

« Corporations and corporate venture arms participated in 29% of deals in Q4’17, up from 27% the
quarter before.

Q1'16 Q216 Q316 Q416 Q1'17 Q217 Q3'17 Q4'17
= Other Investors m Corp / CVC Deal Patrticipation
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Corporate deal participation @

Year over year, corporates are showing twice the
support for venture-backed companies in 2017. This
is also reflective of the global results, as the theme of
collaboration and strategic partnerships

between incumbents and the technology sector
continues to evolve.

Dave Planques, National Deals Leader
PwC Canada
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Sectors
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Canadian deal and funding by sector

Internet ] L2017 132 deals
$753M invested, D,

1% decline from 2016 2016

166 deals

Healthcare

$432M invested,

24% decline from 2016

Mobile

& Telecom 45 deals

$434M invested,

53 deals
66% increase from 2016

Software - - 20 deals
_I
[

(non-internet/mobile)
- - 15 deals
(I

$125M invested,
5 - 15 deals

36% increase from 2016

Computer
Hardware & Services

$416M invested,
485% increase from 2016

Industrial

$80M invested,
47% decline from 2016
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Deal share by sector

Internet deal share declines for second straight quarter

« Rounds to Canadian Internet companies declined six percentage points to 33% in Q4°17, the second
quarterly decline.

« Healthcare deals declined from 20% of deal share in Q3’17 to 14% in Q4’17.

Q1'16 Q216 Q3'16 Q4'16 Q1'17 Q217 Q3'17 Q4'17

m Internet m Healthcare ®m Mobile & Telecommunications ® Software (non-internet/mobile) ® Consumer Products & Services = Other
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Internet eight-quarter financing trend

Internet deal and dollar activity declines in the fourth quarter
« Quarterly financing activity declined in the fourth quarter as $179M was invested across 25 deals.

« This represents a 30% decrease in funding and a 34% decrease in deal activity.

$334 $115 $162 $220

Q116 Q216 Q316 Q4'16 Q117 Q217 Q317 Q4'17

mmm |nvestments ($M) —e—Deals
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Internet eight-quarter financing trend @

66

In 2017, the Internet sector was dominated by fintech
investment. Al and cybersecurity investment levels
were also very strong, providing further evidence that
technology companies focused on value extraction
from data continue to gain momentum.

Shivalika Handa, Corporate Finance Director
PwC Canada

b
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Mobile & Telecom eight-quarter financing trend

Mobile & Telecom funding activity balloons in Q4’17

« Despite a three deal decrease, total quarterly funding to Canadian Mobile & Telecom companies
increased by 91% in Q4’17, as $237M was invested across 10 deals.

« Total funding was largely driven by a $150M+ mega-round.

Q116 Q216 Q316 Q4'16 Q117 Q217 Q317 Q4'17

mmm |nvestments ($M) —e—Deals

PwC | CB Insights MoneyTree™ Canada Report Q4 2017 All figures in USD 18



Mobile & Telecom eight-quarter financing trend @

66

Canadian technology companies are proving our
national place as architects and builders of the
mobile economy. From digital health to payments,
wealth management to insurance, we continue to see
strength in the productivity of the mobile sector.

Michael Dingle, Advisory Partner
PwC Canada

b
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Healthcare eight-quarter financing trend

Healthcare financing activity dips

 After reaching an eight-quarter deal high in Q3’17, deal and dollar activity to Canadian Healthcare
companies declined in Q4°17.

« Total quarterly funding activity declined 57% to $77M as nine fewer deals were completed.

20

$73 $124 $27 $340 $73 $103 $77
Q1'16 Q216 Q3'16 Q4'16 Q1'17 Q217 Q3'17 Q4'17

mmm Investments ($M) —e—Deals
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Healthcare eight-quarter financing trend @

66

While biotechnology and medical devices took the
majority of investment in 2017, it’s important to point
out the doubling of deal activity in cannabis
startups. As the July 1, 2018, legalization date draws
closer, we anticipate a continuation of this trend.

Tara McCarville, National Health Industries Lead, Risk Assurance
PwC Canada

b
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Thematic area spotlight: Artificial intelligence

Full-year funding for AI companies a bright spot for Canadian market

« Funding to Canadian AI companies surpassed 2016 full-year totals by a wide margin, as $252M was
invested across 31 deals. This represents a 460% increase in funding, largely driven by a $100M+
mega-round in Q2’17.

« Quarterly funding totals exceeded $40M for the second quarter in a row in Q4°17.

2012 2013 2014 2015 2016 2017

mmm |nvestments ($M) —@—Deals
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Thematic area spotlight: Artificial intelligence

66

Artificial intelligence has moved from theory to working
technology. The 2017 investment in Al largely took the form of
capacity development with the promise of near-term
commercial application. As Canada strengthens its
position as a leader in Al, promising companies will
continue to recruit top talent from around the globe and
attract strong venture support.

Christine Pouliot, Deals Partner
PwC Canada

b
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Thematic area spotlight: Cybersecurity

Cybersecurity funding up with mega-round

« Full-year funding totals to Canadian cybersecurity companies increased by 79% in 2017, largely
driven by a $100M mega-round in Q3’17.

« Q4’17 funding saw $9M invested across three deals.

2012 2013 2014 2015 2016 2017

mmm Investments ($M) —e—Deals
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Thematic area spotlight: Cybersecurity @

66

The undeniable and rapidly increasing
importance of cybersecurity and privacy has fueled a
tremendous response from Canada’s startup
community. In 2017, we saw a 74% increase in the
proportion of deal flow towards expansion- and later-
stage deals.

David Craig, Cybersecurity & Privacy Co-Leader
PwC Canada

b
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Thematic area spotlight: Fintech

Fintech funding up despite a decline in total deal numbers

« Total annual funding to Canadian fintech companies increased to $456M, up from $450M in 2016.
Deal activity declined from 43 deals in 2016 to 37 in full-year 2017.

« Total annual funding was buoyed by a $150M+ mega-round.

« Average deal size increased 38% from 2016, from $11.8M to $16.3M.

2012 2013 2014 2015 2016 2017
mmm [nvestments ($M) —e—Deals
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Thematic area spotlight: Fintech @

66

Over the past six years, we’ve seen consistent growth
in dollars invested into Canadian fintechs, across all
deal stages. This shows the maturity of the sector, and
we’re now seeing a race to collaboration between
fintechs and incumbents.

Diane Kazarian, GTA & Financial Services Leader
PwC Canada

b
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Canada: 2017 funding by region

British
Columbia
56 deals,

\$372M

PwC | CB Insights MoneyTree™ Canada Report Q4 2017

Atlantic

-e=- Canada

16 deals,
$48M

7

All figures in USD 30




Top five markets of 2017 vs 2016 by deals

Toronto

$779M \ 2017 115 deals

22% decrease ‘
" from 2016 2016 126 deals

gl k) 63deals
$800M i % 63 deals
64% increase W&
from 2016 \" 60 deals

Vanc(;g;’zel\l/; e 51 deals
4% increase iy
from 2016 61 deals

Ottawa h - 20 deals

$79M
17 deals

29% decrease
N 6 deals

from 2016

Waterloo
$181.9M
29% decrease
from 2016

PwC | CB Insights MoneyTree™ Canada Report Q4 2017 All figures in USD 31



Annual financing trend
Toronto

Deals and dollars drop in Toronto in full-year 2017

« Total annual financing activity declined in Toronto in 2017 as $778M was invested across 115 deals.

This represents a 22% decline in funding as 11 fewer deals were made in the year.

126
114 115

2012 2013 2014 2015 2016 2017
mmw Investments ($M) —e—Deals
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Eight-quarter financing trend
Toronto

Deals and dollars declined in Toronto after three quarters of higher deal
activity

« Deals and dollars invested into Toronto-based companies decreased by 39% and 36%, respectively,
after three straight quarters of 30+ deals.

$225 W $260 @ $129 $391 $257 $246 W $158
Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17

mmw Investments ($M) —e—Deals
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Annual financing trend
Vancouver

Vancouver sees fewer deals but more funding in 2017

« Total annual funding to Vancouver-based companies increased in 2017, as $372M was invested
across 51 deals. This represents a 4% increase in total annual funding.

$319 $389 $362

2012 2013 2014 2015 2016
mmw Investments ($M) —e—Deals

2017
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Eight-quarter financing trend
Vancouver

Vancouver quarterly funding increases in Q4’17

« Vancouver saw two fewer deals in Q4’17, but total funding increased 104%, as $149M was invested
across 12 deals.

$73

Q116 Q2'16 Q316 Q416 Q117 Q217 Q317 Q4'17

mam Investments ($M) —e—Deals
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Annual financing trend

Montreal

Montreal sees an increase in deals and dollars in full-year 2017

« Three more deals were completed in Montreal as compared to 2016, and total annual funding
increased by 64%, as $800M was invested across 63 deals.

2012 2013 2014 2015 2016 2017
mmm Investments ($M) —e—Deals
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Eight-quarter financing trend
Montreal

Montreal records a big fourth quarter

« Only one more deal was completed in the Montreal market, but total quarterly funding increased by
119% as $325M was invested across 18 deals. This is up from $148M invested across 17 deals in
Q317.

Q1'16 Q216 Q316 Q4'16 Q1'1y Q217 Q3'17 Q4'17

mmm Investments ($M) —e—Deals
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Annual financing trend
Ottawa

Ottawa sees more deals in 2017, but annual funding shrinks

« Deals to Ottawa-based companies increased to 20, up from 17, a five-year high. But total annual
funding decreased by 29%, declining to $79M.

2012 2013 2014 2015 2016 2017
mmw Investments ($M) —e—Deals
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Eight-quarter financing trend
Ottawa

Ottawa financing activity sinks in Q4’17

« Only three deals were completed in the Ottawa market in Q4’17—this is down from seven the quarter
before.

« Total quarterly funding decreased from $35M in Q3’17 to $8M in Q4’17.

Q1'16 Q216 Q3'16 Q4'16 Q1'1y Q217 Q3'17 Q4'17
mmw Investments ($M) —e—Deals
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Annual financing trend
Waterloo

Waterloo deals decline, but 2017 exceeds historical range
« Deal activity to Waterloo-based companies declined from 23 in 2016 to 16 in full-year 2017.

« Total annual funding declined 29% to $182M, down from $256M in 2016 but above 2014 and 2015.

2012 2013 2014 2015 2016 2017
mmw Investments ($M) —e—Deals
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Eight-quarter financing trend
Waterloo

Waterloo investment still slow in Q4’17

« After $114M was invested in Q3’17, driven largely by one mega-round of $100M, total quarterly funding
declined in Q4’17 by 73% to $31M.

Q1'16 Q216 Q3'16 Q4'16 Q1'1y Q217 Q3'17 Q4'17
mmm Investments ($M) —e—Deals
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Largest deals in top markets
Trailing four-quarter (Q1'17 to Q4’17)

Toronto Qtr. $M Montreal Qtr. $M Vancouver Qtr. $M
PointClickCare Q117 $85 Lightspeed POS Q417  $166 Visier Qr'1y $45
FreshBooks Q3’17 $43 Element Al Q217  $102 ACL Services Q4’17 $39
Wattpad Q417 $40 ROOT Data Center Q4’17 $90 ,}gf}igi?ig:;aﬁon Q4’17 $35
Tulip Retail Q317 $40 e, Q217 $68 D-Wave Systems Q217 $30
Venus Concept Q3’17 $38 ecs;rfe);zure Data Q2’17 $60 Kindred Systems Q4’17 $28

Ottawa Qtr. $M Waterloo Qtr. $M

Assent Compliance Q3’17 $32 eSentire Q317  $100

Agrisoma Biosciences Q2’17 $12 Dejero Labs Q417 $25

Klipfolio Q117 $9 Dejero Labs Q117 $14

FarmLead Q117 $7 Mirexus Biotechnologies Q2’17 $12

Clearwater Clinical Q117 $5 Auvik Networks Q3’17 $12

PwC | CB Insights MoneyTree™ Canada Report Q4 2017 All figures in USD 42
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Stage of Value

Company Location Sector Industry funding of deal Disclosed investors
Mobile & Mobile S : . LA
iNovia Capital, Caisse de dépoét et
Montreal, QC Telecom Software & O $166M placement du Québec
munications Services
Business : : .
Consulting & Data Collective, Intel Capital,
Montreal, QC Prod.ucts & Outsourcing O $102M Microsoft Ventures
Services
Chips &
Quebec City, QC Electronics Semi- $101M Fonds de solidarité FTQ, Aptiv
conductors
Computer Warburg Pincus (Sole disclosed
Cambridge, ON  Hardware & IT Services $100M | g
. investor)
Services
Computer Goldman Sachs (Sole disclosed
Montreal, QC Hardware & IT Services $90M .
Services investor)

All figures in USD .
PwC | CB Insights MoneyTree™ Canada Report Q4 2017 Seed Early EXpanSIOH Later 44
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No. of
Investor Location Canadian Select 2017 investments
companies

1. BDC (all) Montreal, QC Kinova Robotics, Sofdesk, SpherePlay

2. 500 Startups Canada & US Finaeo, WayPay, Fluent.ai

3. MaRS (all) Toronto, ON Tealbook, Zoom.ai

4. Fonds de solidarité FTQ Montreal, QC Kaloom, LeddarTech

5. Real Ventures Montreal, QC Automat.ai, MindBridge Ai

*Includes all BDC venture capital and growth/transition capital arms
**Includes MaRS Innovation and Investment Accelerator Fund

PwC | CB Insights MoneyTree™ Canada Report Q4 2017 All figures inUSD 45



Inmvestor locations (TTM Q1°17—Q4°17)

Canadian investors account for majority of seed- and early-stage investments

« Canada-based investors represented at least 50% of all active investors in Canadian companies in seed- and early-
stage deals.

« US investors participated in at least 40% of early- and later-stage deals.

Stage of Location of investors

funding | m Canada m United States m UK/Europe m Asia
Seed Total number of seed stage deals: 118

B 58% 5% 3%
Early

Total number of early stage deals: 777
@l - -

Expansion Total number of expansion stage deals: 48

47% 35% 13%

Later Total number of later stage deals: 22
48% 43% 10%

PwC | CB Insights MoneyTree™ Canada Report Q4 2017
46
Note: Some categories may not add up to 100% due to rounding.
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2017 global regional comparison

2,847 deals

$70.8B invested

»
2,483 deals
2 D $17.6B invested

| 5,365 deals

$74.5B invested i’ L |

Global total

11,042 deals
$164.4B invested

All figures in USD
PWC | CB Insights MoneyTree™ Canada Report Q4 2017 *Note: Global and North American data in this section of the report includes equity financings to VC- 48
backed companies only. See methodology slide for methodology in Canadian sections.

For more global data, see the full PwC & CB Insights MoneyTree Report.



Annual global financing trend @

Global financing activity sees record year in this millennium

« Total annual global funding increased nearly 50% in 2017, as $164.4B was invested across 11,042
deals.

« Deal activity increased by 11% to over 11,000. Both deal and dollar activity surpassed the highs seen
in 2015.

11,042

2012 2013 2014 2015 2016 2017
= [nvestment ($B) —e—Deals

All figures in USD

PWC | CB Insights MoneyTree™ Canada Report Q4 2017 *Note: Global and North American data in this section of the report includes equity financings to VC- 49
backed companies only. See methodology slide for methodology in Canadian sections.

For more global data, see the full PwC & CB Insights MoneyTree Report.
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Notes on methodology

PwC Canada (pwc.com/ca/moneytree) and CB Insights (cbinsights.com) encourage you to review the methodology and
definitions used to better understand the numbers presented in this report. If you have any questions about the definitions
or methodological principles used, we encourage you to reach out to CB Insights directly. Additionally, if you feel your firm

has been underrepresented, please send an email to info@cbinsights.com, and we can work together to make sure your

firm’s investment data is up to date.

Rankings, e.g. top markets and top sectors, are done by quarterly deal activity (that is, deal count for the given quarter). CB
Insights’ global platform converts deal amounts to USD at the market rate current on the date of the specific deal. All figures

in this report are in USD and not in CAD.

Whatis included:

— Canadian companies headquartered in Canada.

— Equity financings into emerging companies. Fundings must be to
VC-backed companies, which are defined as companies that have
received equity funding at any point from at least one of the
following: venture capital firms, corporate venture groups, super
angel investors, corporations, diversified financial services firms,
government entities or public-private partnerships.

— Fundings of only private companies. Funding rounds raised by
public companies of any kind on any exchange (including Pink
Sheets) are excluded from our numbers, even if they received
investment by a venture firm(s).

— Only includes the investment made in the quarter for tranched
investments. If a company does a second closing of its Series B
round for $5M and previously had closed $2M in a prior quarter,
only the $5M is reflected in our results.

— Round numbers reflect what has closed—not what is intended. If
a company indicates the closing of $5M out of a desired raise of
$15M, our numbers reflect only the amount which has closed.

— Only verifiable fundings are included. Fundings are verified via
(1) various federal and provincial regulatory filings, (2) direct
confirmation with firm or investor, (3) press release or (4)
credible media sources.

— Equity fundings to joint ventures and spinoffs/spinouts are
included, given that they meet the VC-backed criteria.

PwC | CB Insights MoneyTree™ Canada Report Q4 2017

Whatis excluded:

Canadian companies not headquartered in Canada.

No contingent funding. If a company receives a commitment for $20M
subject to hitting certain milestones but first gets $8M, only the $8M is
included in our data.

No business development/R&D arrangements whether transferable into
equity now, later or never. If a company signs a $300M R&D
partnership with a larger corporation, this is not equity financing nor is
it from venture capital firms. As a result, it is not included.

No buyouts, consolidations or recapitalizations. All three of these
transaction types are commonly employed by private equity firms and
are tracked by CB Insights. But they are excluded for the purposes of
this report.

No private placements. These investments, also known as PIPEs
(private investment in public equities), are not included even if made by
a venture capital firm(s).

No debt/loans of any kind (except convertible notes). Venture debt or
any kind of debt/loan issued to emerging startup companies, even if
included as an additional part of an equity financing, isn’t included. If a
company receives $3M with $2M from venture investors and $1M in
debt, only the $2M is included in these statistics.

Grants or loan financings by the federal government, provincial
agencies or public-private partnerships to emerging startup companies
are not included (only equity financings).

No fundings to subsidiaries of a larger parent corporation.
51
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