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20174 Annual Report

Letter From Your CEO

For 2014, Intel reported record revenue of $56.9 billicn, up 6% from 2013, Net income rose 220w $11.7
billion, and earnings per share were $2.31. Dur cperating income of 515.3 billion was up 25% over
2013, We achieved record annual unit shipments for PCs, servers, tablets, phones, and the Internet of Things.

Cur strategy for growth is playing ocut well. We are driving our core businesses in personal computing
and the enterprise, building on those assets to move into new areas such as the Intemet of Things and
wiearables, strengthening Intel's position in mobile, and continuing our relentless pursuit of Moore's Law.
The diversity and scale of Intel products today put us in a unique position to compete across the breadth
of devices that compute and connect

Growing our core businesses

In PC clients, revenue of 534.7 billion was up 4% over 2013. Operating income of §714.6 billion was up 25%. We introduced

the Intel® Core™ M processor family, designed to enable superior compute and graphics performance and long battery Life in
razor-thin, fanless mobile devices. In Chromebooks®, Intel now leads in market segment share. In data center products, revenue
was $14.4 billion, up 18% over 2013, and operating income increased 310 a5 we capitalized on the growth of cloud computing
and big data. We introduced next-generation Intel® Xeon® processors that enhance performance, efficiency, and security for
compute, storage, and network workleads in cloud enviromments.

Cwr core businesseas are also providing valuable intellectual property to help us compete in diverse computing marksts. For example,
certain models of the ultra-thin Dell Venue® 8 tablet ship with Intel® RealSense™ technology, a 3-D camera capability we originally
created for PCs. Likewise, Imtel® Atom™ processors, developed first as an extension of our PC preducts family, are found in
smartphones and tablets, as well as storage, networking, and computing devices in the data center and Internet of Things.

Progress in mohile

We exceeded our goal to ship 40 million units for tablets during 2014, and became one of the largest silicon providers for tablets.
The first LS. smartphone powered by Intel® processors was introduced. We are ramping crucial LTE communications products
and began shipping cur second-generation 7260 LTE baseband modem. Landmark agreements with Rockchip and Spreadurum
in China give us new sources of innovation and partners with whom to scale Intel® architecture products. In 2015 we look to
improve mobile profitability by further reducing costs through efficiencies and products such as our SoFlA System-on-Chip
targeted for the mobile market segment.

Leading in emerging sectors

We have made investrments and established positions in emerging growth sectors such as the Intermet of Things and wearables
before these segments become mainstream. Our Internet of Things revenue grew 193 in 2074, to more than 52 billion. We
announced cur Basis Peak™ fitness and sleep tracker and Intel® Curie™ module, a button-sized computer designed for wearables,
and have established a growing portfelio of wearable technology collaborations with several world-class fashion and fitness brands.

Moore's Law: going strong at 50

In 18656, Intel co-founder Gordon Moore made his visionary observations about how integrated electronics would change our
wiorld through ever-shrinking, ever-cheaper silicon circuits. Fifty years later, “Moore’s Law™ remains Intel’s heritage and is still
our driving force. In 2074, we launched chips based on the world's first 14-nanometer (nm) manufacturing process, and our
10nm process is under development As we further advance Maore's Law, our silicon technology leadership will remain a valuable
competitive advantage.

Role maodel for corporate responsibility

Intel continues to be a leader in environmental sustainability, education, and community involvermnent. In 2074, we extended
effarts to ensure ethical sourcing of minerals for our products, including “conflict minerals™ from the Democratic Republic of the
Congo (DRC) and adjoining countries. After accomplishing our goal to manufacture microprocessors that are DRC conflict-free
fior tantalumn, tin, tungsten, and gold, we have set a new goal that all products on our roadmagp fior 20716 and beyond will be DRC
conflict-free for these minsrals. In January 2015, we also announced a broad Diversity in Technology initiative that includes our
commitrment to invest $300 million to support hiring and retaining of women and under-represented minorities at Intel and
throughout the technology and gaming industries.

It's best with Intel
We solidified our strategy and executed it wellin 2074, resulting in a very strong year for Intel. We sharpened our focus,

accelerated our pace of innovation, and delivered stockholder return. As we move forward, we will continue our work to
ensure that if it's smart and connected, it is best with Intel.

Brian M. Krzanich, Chief Executive Officer
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Letter From Your Chairman

Financial Results

2014 was a year of significant and tangible

progress for Intel.

The financial achieverments described in the CECQ's letter
reflect the energies of a company that is changing. There
is a renewed foous on disciplime and results, and we are
EXeCUtNg on our strategy to deliver value to stockholders.
We have stremgthened our resolve to be successful in the
market and to take informed, appropriate business risks.
We are determined to heed the lessons of history, adapt
to changes in our environment, and lead with innovation.

Your Board of Directors has been listening to investor concerns and has tzken
a fresh look at its own responsibilities to stockhelders. Our priorities in 2074
included strategic clarity, cash policy, and Board composition.

The Board has actively engaged in discussions about the strategy behind Intel's
investments, to help maks sure possible nsks and returns for stockholders are
clearly understood. We have ssen progress in unprofitable businesses and are
encouraged by new investments to capture strategic opportunities.

In reviewing cash policy, the Board looks first at the needs of the business.
Most of Intel’s investments focws on advanced technologies critical to business
success. In 2074, Intel made capital investments of $10.1 billion, the largest
portion of which was used to build and eguip leading-edge manufacturing
capacity. The company also spent 57171.5 billion on ressarch and development.
About 7004 of this was for technical capabilives and intellectual property, the
costs and benefits of which are shared across Intel's business segments. This
broad and desp foundation allows us to integrate functions intz the platform
products that customers increasingly require.

After reviewing plans for the business, the Board considers the dividend and
then stock repurchases. In 2014, the Board announced the first increase in the
dividend since 2012, from 20,90 to $0.96 per share. It also authorized an
acceleration of stock repurchases to return mare cash to investors. Intel
repurchased $10.8 billon worth of Intel stodk in 2074, five times the level of
2013 Through dividends and repurchases, Imtel returmed cash to stockholders
in 2014 of $15.2 billion, more than two times the amount in 2013

These actions extend Intels commitment to deliver long-term valus to owners.
In the last five years, Intel returned $54.2 billion to stockholders through
dividends and stock repurchases. Since 2008, the dividend has risen from
$0.55 to $0.95 per share, and average shares outstanding have decreased
from 5.6 to 5.1 billion shares.

With an eye to Intel's future, the Board reviewed its composition to make sure
it has the appropriate skills and experience for stewardship. We added a new
Board member wha brings more than 20 years of experience in enterprise
softwars innovation and cloud computing, areas that are key to Intel’s business.

While pointing with pride to accomplishments, we understand there is more to
do. Many of us are disciples of former Intel CED and Chairman Andy Grove. In his
world, there are no victory laps. Every day brings a new challenge, and we must
never become complacent.

At the same time, the optimism about the future shared by all of Intel's founders
remains strong in Intel’s culture. Fifty years after Gordon Maoore made his famous
predictions for the future of integrated electronics, we believe the potental for
innovation continwes 1o be enormous.

Change is essential for innovation. We must continue to embrace change and
inmovate. Our goal is to continue the foundational technology investments and
drive Intel's profitability.

&y B

Andy D. Bryant, Chalrman of the Board
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K
(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)} OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 27, 3014,
of

] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Fer the transition peried from e .
Commission File Mumber 000-06217

INTEL CORPORATION

{Exact name of ragistrant as specifisd in its charter)

Dzlaware A4-1ET2T43

Sitaibe or ather jurisdichion of (LFL5. Employer

incorporation or organization Identification Mo
2200 Mission College Boulsvard, Santa Clara, California Q50541549
{Address of principal executive officas) ({Zip Codal)

Ragstrant's talephone numbsr, including arma codae (408) TE5-2080
Securities ragisterad pursuant bo Section 130 of the Act:

Title of sach class Narma of sach sxchangs on which registered
Cornmon stock, 30,0604 par valus Thie MASDAD Habal Sslect Markst*
Sacuritiss ragistersd pursuant bo Ssction 12(g) of the Act:
Mene

redicste by check Mark I tha reglsirant s 8 walnown seasoned Isuer, S5 deined In Fuke 405 of tha Ssourilies acl. Yea [ No [
it by chick mark f tha replsirant s not requined 4o flie reports pursusnt b Saclion 13 of Saction 15§d) afthe At Yes [ Mo
it by chieck mark whelher the ragisirant (1) has fled sl reporls required fo b2 fled by Section 13 or 15(d) of tha Securtlias Exchanga Act
of 1834 curing the precading 12 manihs o for sueh shorier parod thak the ragisirant wes raquired ta fle such raparts), and (2) hias baan
SUb{ect 1o 5UCh TING r2quirernants for e past 90 days.  Yes | Mo [

Fredicste by check mark whelher ihe ragistrant has submitted skectranically and posted on It corporabe wabeks, Fany, evary Inleractive Dala
ke required i be submitted and posted pumsuant b Ruk 405 of Reguialion 5-T (5 232,405 of {his chapiar) duning e precedng 12 monihs jor
for such shorter period that tha reglstrant was requiRd b bt snd postsuchfies).  Yes [ Ho[J

redicste by check mark i disclosurs of delinquent filers pursuant 1o 1em 405 of Reguialion S (5229405 of his chapier) |2 nateonlainsd
Franein, s wil nck be cantained, 1o the bl of ragisirant's knowledge, I delinbive prosy of Infemmation skaements Incorparaled by raferance n
Part IIl of ihlz Formn 10+ or ary amerdment o this Fomm 10K,

Iredicate by check mark whelher the ragistrant |s a lange acoelarsbad Tler, an scoalarabad fler, a norraccaleraled flier, o @ smaller rapoting
company. S22 ine dalrillons of large scoalerated fler” “sooslersiad ik, " and “smaler reporling company” In Ruke 12b-2 of ihe Exchange Acl.

Large accelerated filer (2] Accelsrated filer [ Mon-accslerated filr ] Smaller reporting company [
Do not chadk if 2 smaler reporling company]
Idicate by check mark whether ihe reqlsirant is 3 shal company (85 defined in Rule 120-2 of tha Acll.  ves ] o
#ggregaba maket value of woting and nor-vobing comman equity held by norvaMiates of tha registrantas of Juna 27, 2014, besed upan the
CH0EINg price of the common sk &5 raportad by Tha HASDEO IE;‘DMISEE'IHHW ofnisuch daba, was
1530 billan
4,73 milion shares of commaon stock oukskanding as of Fabnuary 8, 2015
DOCUMENTS INCORPORATED BY REFEREMCE

Porlians af the reqistrart's prasy sialement relaled b ks 2015 Annual Slockhalders' Masting 1o be flad subsaquently are ncorporalad by
referance i Part 11l af1his Annual Reporl on Form 10-K, Except 58 exprassly noorporsled by rafarence, e reglsiiant's proxy stbamant shall
reot e deamad 1o ba part of his raport.
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INTEL CORPORATION

Item 1.
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FORM 10-K
FOR THE FISCAL YEAR ENDED DECEMBER 27, 2014
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INCOME STATEMENT

...a Profit Performance Summary

EXHIBIT C—INCOME STATEMENT FOR FIRST YEAR

Sales Revenue $4.212,000
Cost of Goods Sold Expense ~2.740,400
Gross Margin $1,471,600
Operatu.ng. Expenses $1,010,880

Dopreaalton Expense 78220 1,089,100
Operating Earnings $ 382500
Interest Expense 82,500
Eamings Before Income Tax $ 300,000
Income Tax Expense 102,000
Net Income $§ 198,000

“

Ref: John A. Tracy, “How to read a Financial Statement’

TECHNOLOGY
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INCOME STATEMENT

PERIOD ENDING

|Total Revenue

Cost of Revenue

|Gross Profit

Operating Expenses
Research Development

Selling General and Administrative
Non Recurring
Others

Total Operating Expenses

|Operating Income or Loss

Income from Continuing Operations

Total Other Income/Expenses Net

Earnings Before Interest And Taxes (EBIT)
Interest Expense

|Income Before Tax

Income Tax Expense
Minority Interest

Net Income From Continuing Ops
Non-recurring Events

Discontinued Operations

Extraordinary Items

Effect Of Accounting Changes

Other Items

Net Income

Preferred Stock And Other Adjustments

|Net Income Applicable To Common Shares

TCX

TECHNOLOGY
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INTEL INCOME STATEMENT

ANNUAL
PERIOD ENDING 28-Dec-13] 29-Dec-12] 31-Dec-11
Total Revenue 52,708,000] 53,341,000] 53,999,000
Cost of Revenue 21,187,000] 20,190,000] 20,242,000
Gross Profit 31,521,000 33,151,000 33,757,000
Operating Expenses
Research Dewvelopment 10,611,000 10,148,000 8,350,000
Selling General and Administrative 8.088.000 8,057,000 7,670,000
Total Operating Expenses 19,014,000 18,513,000 16,280,000
Operating Income or Loss 12,291,000f 14,638,000f 17,477,000
Earnings Before Interest And Taxes (EBIT) 12,611,000 14,873,000 17,781,000
Interest Expense
Income Before Tax 12,611,000f 14,873,000F 17,781,000
Income Tax Expense 2,991,000 3,868,000 4,839,000
Net Income From Continuing Ops 10,091,000 11,146,000 13,054,000
Net Income 9,620,000 11,005,000 12,942,000
Preferred Stock And Other Adjustments
Net Income Applicable To Common Shares 9,620,000] 11,005,000 12,942,000

Ref:

TECHNOLOGY
1CX CONNE XIONS


http://finance.yahoo.com/q/is?s=INTC+Income+Statement&annual
http://finance.yahoo.com/q/is?s=INTC+Income+Statement&annual

INTEL CORPORATION
CONSOLIDATED STATEMENTS OF INCOME

Three Years Ended December 27, 2014

{In Millions, Except Per Share Amounts) 2014 2013 2012
Nt VNI . . e $ 55,870 § 52,708 $ 53,341
L0 )T 1 20,261 21,187 20,190
GroOSS MaANgIN . ... 35,609 31,521 33,151
Research and development . . ... e 11,537 10,611 10,148
Marketing, general and administrative ... ... ... .. 8,136 8,088 8,057
Restructuring and asset impairmentcharges . ......... ... . .. 295 240 —
Amortization of acquisitionrelated intangibles . . .. ... ... .. ... 294 291 308
Operating BX P eSS . . . . .. e e 20,262 19,230 18,513
Operating INCOMe . ... e 15,347 12,291 14,638
Gains (losses) on equity Investments, net .. ... ... 411 471 141
Interest and other, net .. ... o 43 (151) 94
InCome Defore taXeS ... ... . e 15,801 12,611 14,873
Tyt Fo T (0 g = 4,097 2,991 3,868
Net INCOME .. $ 11,704 § 9,620 $ 11,005
Baslc earnings per share ofcommonstock ......... ... .. ... ... .. ... ... ... $ 239 $§ 194 § 220
Dlluted earnings per share of common stock . ............ ... ... ... $ 231 $ 189 § 213
Welghted average shares of common stock outstanding:

BaSIC . .. e 4,901 4,970 4,996

5 T =T 5,056 5,097 5,160

TECHNOLOGY
1CX CONNE XIONS
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INTEL INCOME STATEMENT

ANNUAL
PERIOD ENDING 28-Dec-13] 29-Dec-12] 31-Dec-11
Total Revenue 52,708,000 53,341,000] 53,999,000
Cost of Revenue 21,187,000] 20,190,000] 20,242,000
Gross Profit 31,521,000 33,151,000] 33,757,000
Gross Margin 59.8% 62.1% 62.5%
Operating Expenses
Research Dewvelopment 10,611,000 10,148,000 8,350,000
R&D % 20.1% 19.0% 15.5%
Selling General and Administrative 8.088.,000 8.057,000 7,670,000
Total Operating Expenses 19,014,000 18,513,000 16,280,000
Operating Income or Loss 12,291,000f 14,638,000f 17,477,000
Profit Margin 23.3% 27.4% 32.4%
Earnings Before Interest And Taxes (EBIT) 12,611,000 14,873,000 17,781,000
Interest Expense
Income Before Tax 12,611,000] 14,873,000f 17,781,000
Income Tax Expense 2,991,000 3,868,000 4,839,000
Net Income From Continuing Ops 10,091,000 11,146,000 13,054,000
Net Income 9,620,000 11,005,000 12,942,000
Preferred Stock And Other Adjustments
Net Income Applicable To Common Shares 9,620,000 11,005,000 12,942,000
Net Profit Margin 18.3% 20.6% 24.0%

TECHNOLOGY
1CX CONNE XIONS



FACEBOOK INCOME STATEMENT

ANNUAL
PERIOD ENDING 31-Dec-13 | 31-Dec-12
Total Revenue 7,872 5,089
Cost of Revenue 1,875 1,364
Gross Profit 5,997 3,725
Gross Margin 76.2% 713.2%
Operating Expenses
Research Dewvelopment 1,415 1,399
R&D % 18.0% 27.5%
Selling General and Administrative 1,778 1,788
Total Operating Expenses 3,193 3,187
Operating Income or Loss 2,804 538
Profit Margin 35.6% 10.6%
Earnings Before Interest And Taxes (EBIT) 2,810 545
Interest Expense 56 51
Income Before Tax 2,754 494
Income Tax Expense 1,254 441
Net Income 1,491 32
Preferred Stock And Other Adjustments - -
Net Income Applicable To Common Shares 1,491 32
Net Profit Margin 18.9% 0.6%

TECHNOLOGY
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ENTROPIC INCOME STATEMENT

ANNUAL
PERIOD ENDING 31-Dec-13 | 31-Dec-12 | 31-Dec-12
Total Revenue 259,376 321,678 240,628
Cost of Revenue 134,974 157,675 107,922
Gross Profit 124,402 164,003 132,706
Gross Margin 48.0% 51.0% 55.1%
Operating Expenses
Research Development 114,536 98,353 60,065
R&D % 44.2% 30.6% 25.0%
Selling General and Administrative 47,297 50,787 32,137
Total Operating Expenses 165,839 152,612 -
Operating Income or Loss -41,437 11,391 40,504
Profit Margin -16.0% 3.5% 16.8%
Income from Continuing Operations
Total Other Income/Expenses Net -3198 601 904
Earnings Before Interest And Taxes (EBIT) -45,750 8,677 40,617
Interest Expense
Income Before Tax -45,750 8,677 40,617
Income Tax Expense 20,404 4 157 14,053
Net Income -66,154 4,520 26,564
Preferred Stock And Other Adjustments - - -
Net Income Applicable To Common Share -66,154 4520 26,564
Net Profit Margin -25.5% 1.4% 11.0%

TECHNOLOGY
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BALANCE SHEET

...a report of Financial Conditions

EXHIBIT B—BALANCE SHEET AT END OF FIRST YEAR OF BUSINESS

Current Assets
Cash $ 243,000
Accounts Receivable 405,000
Inventory 632,400
Prepaid Expenses - 77,760
Total Current Assels $1,358,160

Property, Plant & Equipment
Land, Building, Machines,

Equipment, and Furniture $918,800
Accumulated Depreciation (78.220) 840,580
Total Assets $2,198,740

Current Liabilities

Accounts Payable $ 269,120
Accrued Expenses 130,390
Income Tax Payable 10,200
Short-Term Notes Payable 300,000
Total Current Liabilities $ 709,70
Long-Term Notes Payable 525,000

Stockholders' Equity

Capital Stock $766,030
Retained Earnings 188,000 964,030
Total Liabilities & Stockholders' Equity $2,198,740

Introducing the balance sheet and income statement

Ref: John A. Tracy, “How to read a Financial Statement”

TECHNOLOGY
1CX CONNE XIONS
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BALANCE SHEET Period Ending

INTEL

Assets

Assets

Current Assets
Cash And Cash Equivalents
Short Term Investments
Net Receivables
Inventory
Other Current Assets

Total Current Assets

Long Term Investments

Property Plant and Equipment
Goodwill

Intangible Assets

Accumulated Amortization

Other Assets

Deferred Long Term Asset Charges

Total Assets

28-Dec-13

5,674,000
14,413,000
6,176,000
4,172,000
1,649,000

32,084,000
7,694,000
31,428,000
10,513,000
5,150,000

5,489,000

92,358,000

29-Dec-12

8,478,000
9,684,000
5,950,000
4,734,000
2,512,000

31,358,000
4,917,000
27,983,000
9,710,000
6,235,000

4,148,000

84,351,000

31-Dec-11

5,065,000
9,772,000
5,350,000
4,096,000
1,589,000

25,872,000
1,451,000
23,627,000
9,254,000
6,267,000

4,648,000

71,119,000

TECHNOLOGY
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BALANCE SHEET
- INTEL
Liabilities

Period Ending

Liabilities

Current Liabilities
Accounts Payable
Short/Current Long Term Debt
Other Current Liabilities

Total Current Liabilities

Long Term Debt

Other Liabilities

Deferred Long Term Liability Charges
Minority Interest

Negative Goodwill

Total Liabilities

Stockholders' Equity

Misc Stocks Options Warrants
Redeemable Preferred Stock
Preferred Stock

Common Stock

Retained Earnings

Treasury Stock

Capital Surplus

Other Stockholder Equity

Total Stockholder Equity

Net Tangible Assets

28-Dec-13

11,191,000
281,000
2,096,000

13,568,000
13,165,000
2,972,000
4,397,000

34,102,000

21,536,000
35,477,000

1,243,000

58,256,000

42,593,000

29-Dec-12

10,654,000
312,000
1,932,000

12,898,000
13,136,000
3,702,000
3,412,000

33,148,000

19,464,000
32,138,000

-399,000

51,203,000

35,258,000

31-Dec-11

9,852,000
247,000
1,929,000

12,028,000
7,084,000
3,479,000
2,617,000

25,208,000

17,036,000
29,656,000

-781,000

45,911,000

30,390,000

TCX
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Accrual vs. Cash Basis

» Cash Basis

» Revenue and Expense must be received and spent within the Fiscal year

» Accrual Basis (more complex accounting, cash flow and tracking)
» Asale in this year counts towards Revenue even if cash has not been received
» Becomes part of “Accounts Receivable”
» Must be tracked in Cash Flow analysis

» Most large companies use an “Accrual” basis for Accounting
» As a Startup you may choose to start with a Cash Basis

1CX CONNE XIONS



“Dilution”
...assuming a Single Founder

FOUNDER INVESTOR
"ACCELERATOR " ANGEL" "VENTURE CAPITAL" | "VENTURE CAPITAL"
" Round 1 ("Series A") | Round 2 ("Series B")
Typical INVESTMENT: $20-50K $0.1MM - 0.8MM $1-10MM $1-10MM
Typical EQUITY: 5% 10% - 20% 25% -35% 25% - 35%
Assumption: 5% 20% 30% 30%
INITIAL 100%
After Accelerator Invest 95% 5%

TECHNOLOGY
1CX CONNE XIONS



“Dilution” — After Angel Investment

Typical INVESTMENT:
Typical EQUITY:

Assumption:
INITIAL
After Accelerator Invest

After ANGEL Invest

FOUNDER

100%
95%
76%

INVESTOR
"ACCELERATOR " ANGEL" "VENTURE CAPITAL" | "VENTURE CAPITAL"
" Round 1 ("Series A") | Round 2 ("Series B")
$20-50K $0.1MM - 0.8MM $1-10MM $1-10MM

5%

10% - 20%

25% - 35%

25% -35%

5%

5%
4%

20%

20%

30%

30%

TECHNOLOGY
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“Dilution” — After VC Series A Investment

Typical INVESTMENT:
Typical EQUITY:

Assumption:

INITIAL

After Accelerator Invest
After ANGEL Invest
After VC Invest "A"

FOUNDER

100%
95%
76%
53%

INVESTOR
"ACCELERATOR " ANGEL" "VENTURE CAPITAL" | "VENTURE CAPITAL"
" Round 1 ("Series A") | Round 2 ("Series B")
$20-50K $0.1MM - 0.8MM $1-10MM $1-10MM

5%

10% - 20%

25% - 35%

25% - 35%

5%

5%
4%
3%

20%

20%
14%

30%

30%

30%

TECHNOLOGY
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“Dilution” — After VC Series A and Series B Investment

Typical INVESTMENT:
Typical EQUITY:

Assumption:

INITIAL

After Accelerator Invest
After ANGEL Invest
After VC Invest "A"
After VC Invest "B"

FOUNDER

100%
95%
76%
53%
37%

INVESTOR
"ACCELERATOR " ANGEL" "VENTURE CAPITAL" | "VENTURE CAPITAL"
" Round 1 ("Series A") | Round 2 ("Series B")
$20-50K $0.1MM - 0.8MM $1-10MM $1-10MM

5%

10% - 20%

25% - 35%

25% -35%

5%

5%
4%
3%
2%

20%

20%
14%
10%

30%

30%
21%

30%

30%

TECHNOLOGY
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“Dilution” — After VC Series A and Series B Investment

....if there was a “Employee Stock Option Pool (ESOP)”

Typical INVESTMENT:
Typical EQUITY:

Assumption:

INITIAL

After Accelerator Invest
After ANGEL Invest
After VC Invest "A"
After VC Invest "B"

FOUNDER  "Option Pool"

90%
86%
68%
48%
34%

10%
10%
10%
8%
5%
4%

INVESTOR
"VENTURE CAPITAL" ["VENTURE CAPITAL"
"ACCELERATOR" "ANGEL" o L
Round 1 ("Series A")|Round 2 ("Series B")
$20-50K $0.1MM - 0.8MM $1-10MM $1-10MM

5%

10% - 20%

25% - 35%

25% - 35%

5%

5%
4%
3%
2%

20%

20%
14%
10%

30%

30%
21%

What if there were 3 Founders?

30%

30%

TECHNOLOGY
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Number of Founders considerations

> If 3 Founders, each will have ~11% after Series Aand B
» Single Founder
» Frowned upon by VC community
» Additional skill sets needed
» Could make a go for a while, then take on additional co-founder(s)
> Split 80/20

TCX




Equity Payout Hierarchy

» Upon Exit (e.g., Acquisition)
» Debts owed to banks or other investors
» Preferred Stock held by investors
» Common Stock held by Founders and ESOP

> Typical preferences of Preferred Stock
» Conditions on future dilutions
» Priority during payouts
» Options to invest in future rounds
» Convertible to Common Stock

Ref:
www.gabrielweinberg.com/blog/
http://brandalyzer.wordpress.com/2014/01/24/how-start-up-equity-dilution-works/
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Business Plan

Financial Summary

Example

In US Dollars (December)

Revenues
License - 3,750,000 7,100,000 6,700,000
Customization and Integration - 375,000 710,000 670,000
Silicon - 5,115,600 52,617,250 115,552,878
Total Revenues - 9,240,600 60,402,250 122,922,878
Cost of Sales
Silicon Production Cost - 840,000 11,640,000 30,000,000
Depreciation 23,690 222,168 468,834 832,892
Total Cost of Sales 23,090 1,062,168 12,108,834 30,832,892
Gross Profit (23,696) 8,178,432 48,318,426 92,089,986
0 Gross Profit - 88.5% 80.0% 74.9%
Sales Expense 280,381 3,010,326 7,058,195 12,376,500
Contribution Margin (304,078) 5,168,106 41,260,221 79,713,480
% Contribution Margin - 55.9% 68.3% 64.8%
G&A 742,364 2,684,356 5,600,331 7,167,296
R&D 2,297 417 8,029,884 11,937,977 17,175,524
Income from Operations (3,343,859) (5,546,136) 23,721,913 55,370,660
Interest Expense (3,333) - - -
Interest Income 79,029 295,051 223,483 902,382
Pretax Income (3,268,163) (5,251,085) 23,945,396 56,273,042
Book Income Tax Provision 1,307,265 2,100,434 (9,578,159) (22,509,217)
Net Income (1,960,898) (3,150,651) 14,367,238 33,763,825
0% Net Income - (34.1%) 23.8% 27.5%
EBITDA (3,314,238) (5,268,4206) 24,307,955 56,411,775
CASH FLOW STATEMENT
Net Income (1,960,898) (3,150,651) 14,367,238 33,763,825
Depreciation 29,621 277,710 586,042 1,041,115
Capital Spending (492,000) (1,349,000) (1,621,000) (2,575,000)
Deferred Taxes (1,307,265) (2,100,434) 3,640,185 -



Business Plan
Financial Summary
Template

Business Plan Financial Summary

2014 2015

2016

2017

2018

REVENUE
Product x
Market Size
Market Share %
# Units
ASP
Revenue

Licensing
Services

TOTAL REVENUE

EXPENSES
Product x
Components cost
Labor Cost
Total Cost
Other Cost
TOTAL COGS

GROSS PROFIT

Operating Expenses
R&D
SG&A

OPERATING INCOME or LOSS

EBIT
Interest Expense
Interest Expense
Income Before Taxes
Income Tax

NET INCOME

I TECHNOLOGY
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TEAM Formation

> You
» Team of Founders ...remember Financial implications

»Hiring additional resources:

» Start small

» Use outsourcing where possible

»>Fill “gaps” in expertise and “disciplines”
»Look for “team-players”

»>flexible individuals

»"can-do” attitude

»Hard workers

»Share your personal and company vision/passion
> ...

» Avoid “crony-ism”




HW 8 - Financials

...Due Thursday, November 12

»Create a Financial Summary for your Project...One submission per team.
»Extra Credit;

> Find a public company with annual revenues between $50-100MM, study their Income Statement
» Compare the Income statement for this company with a large company such as Intel or Facebook

TECHNOLOGY
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In-class Quiz 7-1

List the 3 most important learnings about Income Statements from today’s lecture

©2015 TCX Inc



Business Plan example Table of Contents

»Executive Summary

o Objectives

o Mission

o Key to Success
»Company Summary

o Startup Summary

o Management Team

o Technical Team

o Company Locations and Facilities
»Market Analysis

o Industry Overview

o Market Size

o Market Opportunities

o Competition
»Product Summary

o Product Description

o Sourcing and Technologies

o Product Development Schedules

o Competitive Analysis

o Product Advantages

o Product Roadmaps

»Marketing and Sales Strategy
o Targeted Markets
o Customers
o Strategic Alliances
o Advertising and Promotion
o Selling Tactics
»Manufacturing and Operations Plan
o Wafer Sourcing
o Backend Manufacturing Plan
»Organization and Personnel Plan
o Organization
o Personnel Plan
»Financial Plan
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Term Sheet Outline — Summary of principal Terms

» Issuer:

» Closing Date:

» Form: Series C Preferred Stock.

» Price:

» Automatic Conversion: The Series C Preferred will be

automatically converted into Common Shares upon ....
» Board of Directors:
» Voting and Protective Provisions:
» Restrictions on Stock Transfers:
> Rights of First Refusal:
» Pre-emptive Rights:
> Liquidation Preference:
» Antidilution Provisions
» Dividends:
» Redemption:
» CoSale Rights
» Registration Rights
» Standoff provision
> Information Rights:
» Expenses:
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