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Introduction

Québec Venture Capitalists ("VCs") are amajor driving force behind economic growth
in the province. The substantial capital they invest in the Québec economy has a
deciding impact, which is why their expectations and forecasts are very important for
all Quebecers.

Within this context, Samson Bélair/Deloitte & Touche, in conjunction with Réseau
Capital, Québec's venture capital association, presents the latest Québec Venture
Capitalist Confidence Survey, which provides acomprehensive snapshot of QuébecVC
expectations for the next six months of:

¢ Overdl economic climate;
e Deal activity; and
¢ Investment focus.

This report has been compiled from responses obtained specifically from Québec's
VCs. For the Canadian results, please refer to Deloitte & Touche's Quarter 2, 2002
Canadian Venture Capital Association Survey.

Results

The optimism noted at the end of Q1 concerning the overall economy seems to be
intensifying, with 79% of respondents expecting to see the overall economic climate
improve and the rest forecasting no change. None of the VCs surveyed anticipate a
decline. Last quarter, only 43% expected an improvement and 52% predicted that the
climate would remain the same. This optimism is reflected in an expectation of
increased portfolio valuations and improved exit valuations. In fact, the proportion of
respondents predicting a decrease in exit valuations dropped from 27% in the first
quarter to 14% today. All respondents plan to use mergers and acquisitions rather than
the IPO scenario to exit from their investments.

Expectations are even more positive in terms of the combined valuation of all
portfolios, with investors predicting a higher or unchanged valuation accounting for
64% and 32% of respondents, respectively, compared to Q1 2002, when these two
responses both yielded 43%.

Furthermore, 86% of respondents (up from 81%) expect that the volume of transactions
will remain the same or increase. However, of this number, those anticipating an
increase dropped from 49% to 31%. In fact, 79% of respondents carried out six
transactions or less in 2001 and this trend looks like it will continue for 2002.
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Chart 1. During the next six months, | expect the overall
economic climate to:

mimprove mDecline M Remain the same

Chart 5. Six months from today, | anticipate the
combined valuation of all portfolio companies in which
we are invested today, relative to cost, to be:

WHigher MLower M The same

Despite the enthusiasm about the economic
climate, VCs are more balanced in their
predictions concerning the activities in the
months ahead. Although few changes are
anticipated in terms of follow-on
investments, respondents expect a decline
in the relative importance of new
investments. In fact, 48% anticipate that
less than 33% of total funds invested will
be alocated to investments in new projects
up from 36% of respondents in Q1
forecasts. Meanwhile, the percentage of
respondents who expect new projects to
have a greater weighting compared to Q1
in their portfolios (more than 67% of the
portfolio) declined from 26% to 14%.

Chart 8. Of the total funds | plan to invest over the next six
months in both existing portfolio companies and new
companies, | expect the percentage that will be allocated to:
New investments

W <33% MFrom 33% to 67% M>67%

There are no major changesin the expected
size of funding rounds, while 86% of VCs
expect levels to increase or remain the
same.

Also, 59% of investors anticipate an
increase in the time period required to close
a funding round. Approximately 72% of
respondents expect the timing from first
meeting to term sheet to be about four
months.

In Q4 2001, total disbursements reached
their lowest level since Q1 1999. When we
asked VCs to predict the timing of a
recovery, respo nses were mixed. More
than half, or 52%, answered that no
rebound would take place until Q4 2002. It
is important to note, however, that the
percentage of respondents expecting a
recovery during Q3 increased from 11% to
17%.

Over the next six months, existing portfolio
companies will be getting more attention.
None of the VCs surveyed anticipate a
decrease in the time spent with portfolio
companies. In fact, 72% expect an
increase, which is a much higher than the
42% observed in Q1. Those who plan to
spend the majority of their time focusing
on new investments dropped from 45% in
the first quarter to 34%, while 62% will
concentrate on portfolio management, an
increase of seven points.

Chart 14. During the next six months, | expect the
amount of time spent with portfolio companies to:

Mincrease M Decrease M Remain the same

Expectations regarding the size of
investments remain essentially unchanged,
with 86% of respondents planning to carry
out transactions of $5 million or less, 13
points more than for VCs elsewhere in
Canada.

For the third quarter running, the
Biotechnology and Medical/Healthcare
sectors remain the preferred sectors for
investment. In effect, 76% and 67% of
VCs, respectively, expect a rise in the
number of transactions in these two
sectors, compared to 56% and 64% in Q1.
As for the other leading-edge sectors-
Communications,

Semiconductors, Internet, and Software
and Related Technologies-expectations
remain modest, albeit more optimistic than
in Q1.

Finaly, the trend observed in Q1 2002 for
Manufacturing seems to be continuing,
with 65% of respondents anticipating an
increase in activity in this sector, up seven
points from the last survey. Of those
surveyed, 41% expect activity in the
Consumer Products sector to grow, a sight
drop from the 42% observed in the
previous quarter.

Chart 18. Over the next six months, | expect the numbers of
transactions in the sectors listed below to:
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Overall economic climate

Deal activity

Chart 1. During the next six months, | expect the overall
economic climate to:

mimprove M Decline B Remain the same

Chart 4. During the next six months, | expect exit
valuations to:

Mincrease MDecrease MRemain the same

Chart 7. During the next six months, | expect to expit
more investments through:
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Chart 2. During the next six months, | expect the volume
of transactions to:

Mincrease M Decrease M Remain the same

Chart 5. Six months from today, | anticipate the
combined valuation of all portfolio companies in which
we are invested today, relative to cost, to be:

W Higher MLower M The same

Chart 8. Of the total funds | plan to invest over the next six
months in both existing portfolio companies and new
companies, | expect the percentage that will be allocated to:
New investments

W <33% MFrom 33% to 67% M>67%

Chart 3. I made the following number of investments in
2001:

Chart 6.1 expect to make the
in 2002:

ing number of inv

WOto2 M3to6 Mmore than 6

WOto2 M3to6 Mmore than 6

Chart 9. Compared to historical conditions, | expect the
time period required to close a funding round to:

Mincrease MDecrease MRemain the same
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Chart 10. During the next six months, | expect the size
of each funding round in which we participate to:

mincrease W Decrease M Remain the same

Chart 13. In Q4, 2001 total disbursements reached its
lowest level since Q1 1999. | expect the total amount of
disbursements to increase above current levels by:

17%

HQ12002 MQ2 2002 MQ3 2002 or later

Chart 16. During the next six months, | expect to spend
the majority of my time focusing on:
new investments raising new funds portfolio
management

M New investments MlRaising new funds B Portfolio management

Investment Focus

Chart 11. Of the total funds I plan to invest over the
next six months in both existing portfolio companies
and new companies, | expect the percentage that will be
allocated to: Follow-on investments

M Less than 33% M From 33% to 67% M More than 67%

Chart 14. During the next six months, | expect the
amount of time spent with portfolio companies to:

Chart 17. My current investment preferences related to
round class and size of investments are:
Size of Investment

86°%

Mincrease MDecrease MRemain the same

Mless than $5 milion WSS - $10 milion M more than $10 milion

Chart 12. My expectation of timing from first meeting to
term sheet is:

3898

WOto2months  M2to4months W more than 4 months

Chart 15. My current investment preferences related to
round class and size of investments are: Round Class

M Series A W Series B M Series C

Chart 18. Over the next six months, | expect the numbers of
transactions in the sectors listed below to:




Contacts

Deloitte & Touche Corporate Finance initiated this survey and collected results from May 9 through May 23, 2002. The VC Confidence Survey is

conducted on a quarterly basis.

For more information about this survey or to find out more about how Samson Bélair/Deloitte & Touche can assist the deal intitiation and execution

process, please contact us.

We welcome suggestions for issues to be addressed in future VC Confidence Surveys.

The following represent the Deloitte & Touche Corporate Finance professionals in Québec:

Corporate Finance

Montréal

Partners

Martin Castonguay
(514) 393-5014

mcastonguay@deloitte.ca

Serge Dubois
(514) 393-5323
sdubois@deloitte.ca

Vice President and Directors

Alexandre Baril
(514) 393-5116
abaril@deloitte.ca

Jacques L. Drouin

Other regions of Québec

Partners

Jean-Claude Arsenault
(450) 463-8088
jearsenault@deloitte.ca

Vice President and Directors

Diane Chaine
(819) 694-1225
dchaine@deloitte.ca

Canada

Toronto

Doug McDonald
Co-Chair
416-601-4661
dmcdonald@deloitte.ca

Calgary

Greg Pollard

Executive Vice-President
403-267-1796
gpollard@deloitte.ca

Nicolas Panagis
(514) 393-5310
npanagis@deloitte.ca

Allen M. Shulman

Line Racette
(514) 393-7853
Iracette@deloitte.ca

Doug Barker

(514) 393-5441 (514) 393-5326 (514) 393-6508
jdrouin@deloitte.ca ashulman@deloitte.ca dbarker@deloitte.ca
Paul Grimard Jean Blouin
(418) 549-6650 ext. 2244 (418) 624-3333 ext. 352
pgrimard@deloitte.ca jblouin@deloitte.ca
Martin Gagné Michel K. Landry
(450) 774-4000 ext. 316 (418) 624-5360

margagne@deloitte.ca

Michael Badham
Co-Chair
416-601-4664
mbadham@deloitte.ca

Edmonton

Jeremy Webster
Executive Vice-President
780-421-3651
jewebster@deloitte.ca

milandry@deloitte.ca

Harold Bridge

Executive Vice-President
416-601-5722
hbridge@deloitte.ca

Ottawa
Susan Mingie

Jim Horvath

Executive Vice-President
416-601-5729
jhorvath@deloitte.ca

Executive Vice-President

613-751-5295

smingie@deloitte.ca

Michel Gallant
(514) 393-3542
mgallant@deloitte.ca

Yvan Guay
(514) 393-6539
yguay@deloitte.ca

Marc-André Nadeau
(450)463-8029
mnadeau@deloitte.ca

Brent Wyatt

Executive Vice-President
416-601-6264
brwyatt@deloitte.ca

Vancouver

Robert Riddell

Executive Vice-President
604-640-3139
rriddell@deloitte.ca



About Deloitte & Touche Corporate Finance

Deloitte & Touche Corporate Finance provides deal initiation and lead financial advisory services for private equity and venture capital firms as well as growth companies.
Main service areas include acquisitions, sales/divestiture, and corporte finance advisory. Deloitte & Touche Corporate Finance has a presence in all key global and U.S.
financial centres.

Samson Bélair/Deloitte & Touche isthe largest professional services firm offering assurance and advisory, tax, financial advisory services and management in Québec. Some
1600 people regularly use their expertise to serve clients from all sectors of the economy. Outside Québec, the firm operates as Delditte & Touche with over 5,400 people in
more than 44 |ocations across the country. Our firm's professional's have been devel oping effective business solutions for Canadian and international companies for more than
150 years. We are dedicated to helping our clients and our people excel, and have been recognized as one of the 35 best companies to work for in Canada by Report on
Business magazine. Our firm is part of Deloitte Touche Tohmatsu, a global leader in professional services with more than 92,000 people in over 130 countries.

www.deloitte.ca

About Réseau Capital

Réseau Capital, the Québec Venture Capital Association, has more than 550 members from investment companies and professional firms. Its mission is to advance the
development of the industry and its members through training, information, networking and promotion of their interests. By helping to create an environment conducive to
equity financing of businesses, Réseau Capital is proud to contribute to the economic growth of its members and their portfolio companies. In comparison with the major
international venture capital associations, Réseau Capital is noted for the size of its membership, the quality of its services and the investment activities of its members.

For additional information on this survey or on Réseau Capital activities, please contact the following persons:

Montréal

Yolande Chéné Claude Miron

General Manager President

(514) 334-9688 (514) 282-2110
inforeseau@reseaucapital.com cmiron@edgestone.com
Québec

Rémi Vachon

Chapter President

(418) 528-9781
rvachon@innovatech-quebec.qc.ca

The survey contains general information only and Deloitte & Touche is not, by means of this publication, rendering accounting, business, financial, investment, legal, tax or other professional
advise or services. This survey is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or action that may affect you or your business. Past
performance is not necessarily indicative of future results. In additionne, prediction of future events is inherently subject to both known and unknown risks, uncertainties and other factors that
may cause actual results to vary materially. Before making any decision or taking any action that may affect you or your business, you should consult with a qualified professional advisor.
Deloitte & Touche shall not be responsible for any loss sustained by any person or entity that relies on this publication.
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